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MONDAY, FEBRUARY 17, 1958 


House or REPRESENTATIVES, 
ComMirrer oN Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in the committee 
hearing room, House Office Building, Hon. Wilbur D. Mills (chair- 
man) presiding. 

The Cuairman. The committee will be in order. 

We are today beginning approximately 5 weeks of hearings on the 
subject of the extension of the Trade Agreements Act, and, in partic- 
ular, we will be considering the recommendations made by the Presi- 
dent, in his budget and other messages to Congress, for a 5-year 
extension of his trade agreement.authority. 

On January 30, at the request of the administration, I introduced 
H. R. 10368, which embodies the administration’s proposals. _My col- 
league, the Honorable Robert W. Kean, introduced an identical bill. 
In connection with the introduction of that bill, I issued on January 
23, 1958, a rather detailed press release. Without objection, a copy of 
that release will be placed in the record following this statement. 

Also, on January 23, 1958, I issued a press release setting forth the 
details relative to the hearings which we are now commencing. With- 
out objection, I will place a copy of that press release in the record. 

Also, without objection, a copy of the bill which I introduced at the 
request of the administration wil be made a part of the record follow- 
ing the press releases. 

(The bill, H. R. 10368, the two press releases of January 23, 1958, 
a message from the President, and a letter from the Secretary of 
Commerce, are as follows :) 


(H. R. 10368, 85th Cong., 2d sess.] 


A BILL To extend the authority of the President to enter into trade agreements under 
section 350 of the Tariff Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Trade 
Agreements Extension Act of 1958”. 

Sec. 2. The period during which the President is authorized to enter into for- 
eign trade agreements under section 350 of the Tariff Act of 1930, as amended 
(19 U. 8. C., sec. 1351), is hereby extended from the close of June 30, 1958, until 
the close of June 30, 1963. 

Sec. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as amended 
(19 U. 8. C., see. 1351 (a) ), is amended as follows: 

(1) Paragraph (2) (A) is amended by striking out “January 1, 1945” and by 
inserting in lieu thereof “July 1, 1934’. 

(2) Paragraph (2) (D) is amended by inserting “and before July 1, 1958,” 
after “June 12, 1955,’’. 
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(3) The last sentence of paragraph (2) (D) (ii) is amended by striking out 
“section 402 of this Act (as in effect” and inserting in lieu thereof “section 402 
or 402a of this Act (as in effect, with respect to the article concerned,”. 

(4) Paragraph (2) is amended by adding at the end thereof the following new 
subparagraph : 

“(E) In order to carry out a foreign-trade agreement entered into by the 
President on or after,July 1, 1958, decreasing any rate of duty below the 
lowest of the rates provided for in paragraph (4) (A) of this subsection.” 

(5) Paragraph (3) (A) is amended (A) by striking out “of subparagraphs 
(B) and (C) of this paragraph,” and-by inserting in lieu thereof “of subpara- 
graphs (B) and (C) of this paragraph and of subparagraph (B) of paragraph 
(4) of this subsection,”, and. (B) by striking out “suspension under paragraph 
(4)” and by inserting in lieu thereof “suspension under paragraph (5).” 

(6) Paragraph (3) (D) is amended by striking out "paragraph (2) (C) or 
(D)” and by inserting in lieu thereof “paragraph (2) (C) or (D) or paragraph 
(4) (A) or (B).” 

(7) Paragraphs (4) and (5) are renumbered as paragraphs (5) and (6), 
respectively. 

(8) Subsection (a) is amended by inserting after paragraph (3) the follow- 
ing new paragraph : 

“(4) (A) No proclamation pursuant to paragraph (1) (B) of this subsection 
shall be made, in order to carry out a foreign-trade agreement entered into by 
the President on or after July 1, 1958, decreasing any rate of duty below the 
lowest of the following rates: 

*(i) The rate which would result from decreasing the rate existing on 
July 1, 1958, by five successive annual reductions, each equal to 5 per 
centum of such rate existing on July 1, 1958. Nothing in this subpara- 
graph shall preclude a decrease in excess of 5 per centum of such rate 
from becoming initially effective at one time pursuant to subparagraph 
(B) (i) of this paragraph. 

(ii) Subject to paragraph (2) (B) of this subsection, the rate 3 per 
centum ad valorem below the rate existing on July 1, 1958. 

(iii) The rate 50 per centum ad valorem or, in the case of any article 
subject to a specific rate of duty or to a combination of rates including a 
specific rate, any rate, or combination of rates), however stated, the ad 
valorem equivalent of which has been determined as 50 per centum ad 
valorem. 

The provisions of clauses (ii) and (iii) of this subparagraph and of subpara- 
graph (B) (ii) of this paragraph shall, in the case of any article subject to a 
combination of ad valorem rates of duty, apply to the aggregate of such rates; 
and, in the case of any article subject to a specific rate of duty or to a combina- 
tion of rates including a specific rate, such provisions shall apply on the basis 
of the ad valorem equivalent of such rate or rates, during a representative 
period (whether or not such period includes July 1, 1958), determined in the 
same manner as the ad valorem equivalent of rates not stated wholly in ad 
valorem terms is determined for the purpose of paragraph (2) (D) (ii) of this 
subsection. 

“(B) (i) In the case of any decrease in duty to which clause (i) of subpara- 
graph (A) of this paragraph applies, such decrease shall become initially effec- 
tive in not more than five annual stages, and no amount of decrease becoming 
initially effective at one time shall exceed 10 per centum of the rate of duty 
existing on July 1, 1958, or, in any case in which the rate has been increased 
since that date, exceed such 10 per centum or one-third of the total amount of 
the decrease under the foreign-trade agreement, whichever is, the greater. 

(ii) In the case of any decrease in duty to which clause (ii) of subparagraph 
(A) of this paragraph applies, such decrease shall become initially effective in 
not more than five annual stages, and no amount of decrease becoming initially 
effective at one time shall exceed 1 per centum ad valorem or, in any case in 
which the rate has been increased since July 1, 1958, exceed such 1 per centum 
or one-third of the total amount of the decrease under the foreign trade agree- 
ment, whichever is the greater. 

“(jii) In the case of any decrease in duty to which clause (iii) of subpara- 
graph (A) of this. paragraph applies, such decrease shall become initially effec- 
tive in not more than five annual stages, and no amount of decrease becoming 
initially effective at one time shall exceed one-third of the total amount of the 
decrease under the foreign trade agreement. 


| 
| 
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“(C) In the case of any decrease in duty to which subparagraph (A). of this 
paragraph applies, no part of a decrease atter the first part shall become initially 
effective (i) until the immediately previous part shall have been in effect. for a 
period or periods aggregating not less than one year, nor (ii) after the first part 
shall have been in effect for a period or periods aggregating more than four 
years. If any part of a decrease has become effective, then any time thereafter 
during which such part of the decrease is not in effect by reason of legislation. of 
the United States or action thereunder shall be excluded in determining when 
the four-year period expires.” 

(b) Subsection (b) of section 350 of the Tariff Act of 1930, as amended (19 
U. S. C., see. 1851 (b)), is amended (1) by striking out ‘‘exclusive” in the first 
sentence, and (2) by amending aparagraph (2) to read as follows: 

“(2) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, below the applicable alternative specified 
in subsection (a) (2) (C) or (D) or (4) (A) (subject to the applicable 
provisions of subsection (a) (3) (B), (C), and (D) and, (4) (B) and (C)), 
each such alternative to be read for the purposes of this paragraph as relat- 
ing to the rate of duty applicable to products of Cuba. With respect to 
products of Cuba, the limitation of subsection (a) (2) (D) (ii) or (4) (A) 
(iii) may be exceeded to such extent as may be required to maintain an 
absolute margin of preference to which such products are entitled.” 

(c) Paragraph (2) (A) of subsection (c) of section 350 of the Tariff Act of 
1930, as amended (19 U. 8S. C., see. 1851 (c) (2) (A)), is amended by striking 
out “ ‘existing on January 1, 1945’ and ‘existing on January 1, 1955’” and by 
inserting in lieu thereof “ ‘existing on July 1, 1934’, ‘existing on January 1, 1945’, 
‘existing on January 1, 1955’, and ‘existing on July 1, 1958’ ”. 

Sec. 4. Subsection (b) of section 3 of the Trade Agreements Extension Act of 
1951, as amended (19 U. S. G., sec. 1360), is amended by adding at the end 
thereof the following new sentence: “If in the course of any such investigation 
the Commission shall find with respect to any article on the list upon which a 
tariff concession has been granted that an increase in duty or additional import 
restriction is required to avoid serious injury to the domestic industry producing 
like or directly competitive articles, the Commission shall promptly institute an 
investigation with respect to that article pursuant to section 7 of this Act.” 





[Press release of January 23, 1958, by Committee on Ways and Means] 
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Chairman Wilbur D. Mills, Democrat, Arkansas, Committee on' Ways and 
Means, today announced that he will introduce a bill, at the request of the 
administration, to carry out the recommendations made by the President in his 
budget and other messages to Congress for a 5-year extension of the President’s 
trade agreement authority. 

Under the President’s proposal the President would be authorized to reduce 
rates of duties existing on July 1, 1958— 

(a) By 5 percent of the duty annually for 5 successive years. However, 
as an alternative, the President could reduce a duty by this same total 
amount over a 3-year period if no yearly reduction exceeded 10 percent of 
the duty. 

(b) By 3 percentage points, ad valorem, without any yearly reduction ex- 
ceeding 1 percentage point. 

(c) To 50 percent ad valorem if an existing duty is in excess of that 
amount. In such cases not more than one-third of the total reduction could 
be made in any one year. 

These would be alternative methods which could not be used cumulatively. 

Chairman Mills stated: 

“The late Chairman Cooper, in discussions with Secretary of Commerce Weeks, 
indicated that he would introduce the administration’s proposal for renewal of 
the Trade Agreements Act. As is well known, the late Chairman Cooper was 
always a strong supporter of ‘the trade agreements’ program. It will be my 
privilege to carry out the commitment which our beloved late chairman made to 
Secretary Weeks by the introduction of the bill. 

“As the record shows, I, too, have always supported the trade agreements pro- 
gram. In carrying out the commitment' which the late Chairman Cooper made, 








4 RENEWAL OF TRADE AGREEMENTS ACT 


the introduction of the bill will serve the purpose of making the President’s 
proposal for the renewal of the Trade Agreements Act available to the public in 
legislative form for study as to details. 

“Due to the fact that the President’s trade agreement authority expires on 
June 30, 1958, the Committee on Ways and Means has scheduled hearings to 
begin February 17, 1958, on the subject of an extension of the President’s trade 
agreement authority. 

“T am also releasing today a detailed statement as to the procedures for re- 
questing to be heard at the hearings. The leadoff witnesses will be administra- 
tion officials from the interested executive departments and agencies. . 

“Although I have always supported the trade agreements program, I have in 
recent years become increasingly concerned as to the operation and administra- 
tion of the various provisions designed by the Congress to afford avenues for 
relief to domestic industries which are being injured or threatened with injury 
from imports due to concessions made in trade agreements. While I am a firm be- 
liever that an expansion of our international trade is of vital importance to the 
strength of our own economy, as well as that of other nations in the free world, 
I am also concerned that due consideration, as was intended by the Congress, be 
given to those domestic industries which are injured or threatened with injury 
from imports. At the same time, I have questions as to the advisability of 
granting authority to increase rates above the 1934 level as proposed by the 
administration. I want to make it clear that I have an open mind as to the form 
which this extension should take. The hearings will develop information and 
recommendations which will be carefully considered before our committee finally 
acts on this proposed extension. 

“T am setting forth below a press release issued by Secretary of Commerce 
Weeks and Deputy Under Secretary of State for Economic Affairs, Mr. Dilton, 
on December 9, 1957. This press release summarizes in more detail the main 
provisions which will be contained in the bill, as well as the position of Secretary 
Weeks and Mr. Dillon as to the importance of a renewal of the President’s trade 
agreements authority. 

“T should also like to point out that Hon. Robert W. Kean (Republican, 
New Jersey), who is a member of the Committee on Ways and Means plans to 
introduce an identical bill embodying the President’s proposal.” 


[Press release of December 9, 1957, by Department of State and Department of Commerce] 
ADMINISTRATION PROPOSALS ON RENEWAL OF TRADE AGREEMENTS ACT 


At the President’s meeting on December 3 the congressional leaders were in- 
formed of his proposals with respect to renewal of the Trade Agreements Act, 
which are designed to previde the necessary new tariff bargaining authority 
for an adequate period with safeguards for the American economy. Secretary 
of Commerce, Sinclair Weeks and Deputy Under Secretary of State for Heonomic 
Affairs, C. Douglas Dillon, today announced details of the administration pro- 
posals. 

It is proposed that authority to enter into trade agreements would be ex- 
tended for 5.years from the date of its expiration on June 30, 1958. New tariff 
reduction authority will be proposed as follows: 

The President would be authorized to reduce any rate of duty existing on 
July 1, 1958— 

(a) By 5 percent of the duty annually for 5 successive years. However, 
as an alternative, he could reduce a duty by this same total amount over a 
3-year period if no yearly reduction exceeded 10 percent of the duty. 

(b) By 3 percentage points ad valorem, without any yearly reduction ex- 
ceeding 1 percentage point. 

(c) To 50 percent ad valorem if an existing duty is in excess of that 
amount. In such cases not more than one-third of the total reduction could 
be made in any one year. 

These would be alternative methods which could not be used cumulatively. 

All safeguards for American industry contained in the present act would be 
continued. In addition, increased authority will be sought to raise duties to 
remedy threatened or actual serious injury to domestic industries when found 
necessary after escape-clause investigations. The President would be author- 
ized to raise the duty in such cases to 50 percent above the rate of duty in effect 
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on July 1, 1934 (instead of 50 percent above the lower duties of January 1, 1945, 
as in existing law). 

The President’s proposal would also authorize the immediate institution 
of escape-clause proceedings after peril-point investigations disclose that exist- 
ing rates of duty threaten or cause serious injury, rather than delaying such in- 
vestigations until after the President has sought to negotiate increases in duty 
with foreign countries, in accordance with existing law. 

These changes will enable more prompt and effective action in serious injury 
cases. 

Expanded international trade, which strengthens the American economy, which 
links together the interdependent economies of the free world and which is es- 
sential to future economic progress, will be of key importance. Countries of the 
free world must make new efforts to reinforce their unity and economic strength 
in the face of the intensified challenge presented by international communism. 

The trade-agreements program is the means through which the United States 
is able to participate in cooperative measures to expand international trade by 
means of the reduction of tariffs and trade barriers on a mutually advantageous 
basis. An effective Trade Agreements Act, adequate in both duration and tariff 
bargaining authority, is the prerequisite for such an effective trade-agreements 
program. Without adequate legislative authority American influence and leader- 
ship in expanding world trade would cease. 

The next 5 years will be of critical significance. In Western Burope the six 
governments of Belgium, France, Germany, Italy, Luxembourg, and the Nether- 
lands have taken a tremendous step toward freeing international trade among 
themselves with the establishment of the European Economic Community. The 
community will come into being on January 1, 1958. Thereafter, over a period 
of several years, trade among the six countries will become progressively freer, 
and a single tariff will be established with respect to imports from other countries. 

It will be of great importance to the economic well-being of the United States 
and to other free-world countries that the new common tariff of the European 
Economic Community be reduced: as low as possible in order that all may benefit 
more fully from trade with this market of 160 million customers. To this end 
it will be necessary to conduct comprehensive tariff negotiations between the 
common-market countries and other free-world countries prepared to participate. 
Such negotiations will require extensive preparations and will take some 5 years 
to complete. 

The common-market beanteios, in the treaty establishing the European Eco- 
nomie Community, have declared their willingness to enter into negotiations on 
a reciprocal basis with nonmember countries. It remains for other countries, and 
especially the United States, to respond to this initiative. If it is to do so, an 
effective 5-year extension of the trade-agreements legislation is essential. 


[Press release of January 23, 1958, by Committee on Ways and Means] 
HEARINGS ON RENEWAL OF TRADE AGREEMENTS Acr 


Chairman Wilbur D. Mills, Democrat, of Arkansas, Committee on Ways and 
Means, today announced in a separate press release that, at the request of the 
administration, he will introduce a bill to carry out the President’s recom- 
mendation for a 5-year renewal of the Trade Agreements Act. It is expected 
that this bill will be introduced next week. Chairman Mills also announced 
that hearings on the subject of renewal of the Trade Agreements Act will begin 
February 17, 1958. There is set forth below details as to procedures for the 
conduct of the hearings. 

The initial witnesses will be spokesmen from the interested executive depart- 
ments and agencies. 

Persons desiring to appear and testify before the committee should submit their 
request to the clerk, Committee on Ways and Means, room 1102, New House 
Office Building, Washington, D. C., by Monday, February 10. Witnesses will 
be notified of their date of appearance as soon as possible after the February 10 
cutoff date. 

It is requested that persons desiring to testify indicate in their requests to be 
heard (1) the subject of their testimony, (2) the interest or groups which they 
will represent, and (3) the minimum length of time which they will require for 
their oral presentation. It is necessary that the witnesses set forth this:informa- 
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tion in order that a time schedule can be worked out for witnesses and so that 
persons may be grouped by subjects at the proper place in the hearings. 

Due to the interest in the subject of the renewal of the Trade Agreements Act 
it is anticipated that there will be a large number of requests to be heard. This 
makes it desirable that, where possible, witnesses with a similar interest desig- 
nate a spokesman to speak for the entire group or groups so as to conserve the 
time of the committee and at the same time avoid repetitive testimony. Com- 
pliance with this request will enable the committee to make a more adequate 
time allocation available to such witnesses. In those cases where there are dif- 
ferences within an industry, the committee will schedule spokesmen representing 
the different points of view. Other persons within an industry who desire to do 
so will be permitted to file written statements for the consideration of the com- 
mittee and for inclusion in the printed record of the hearings, The amount of 
time allocated to witnesses will be determined by the total number of requests 
and the total amount of time available to the committee for these, hearings. 

All persons who desire to do so may submit a written statement in lieu of a 
personal appearance. Such statements will be considered by the committee, 
and also printed in the record of the hearings provided the statement is with- 
in the scope of the subject of the hearings. It is requested that persons who 
submit such statements in lieu of an appearance make the statements available 
by not later than Friday, March 7, 1958. A minimum of three copies of such 
statements should be submitted. 

Witnesses who are scheduled to appear before the committee should, where 
possible, submit 60 copies of their statements for the use of the committee 
members and the interested legislative and executive department staffs. If 
a witness desires that his statement be made available to the press and the 
interested public it is suggested that at least 75 additional copies be submitted 
to the clerk for this purpose. 

It is asked that in all written statements, where feasible, a summary sheet 
be attached to the statement concisely summarizing the point or points made. 

The 60 copies of the written statements of those persons who are scheduled 
to appear and testify should be submitted at least 24 hours in advance of their 
scheduled appearance. The additional copies for the press and the interested 
public should be submitted to the staff office on the witness’ date of appearance. 

In the case of those persons who desire to submit written statements in lieu 
of an appearance, the clerk will be happy to receive the requested number of 
copies set forth above for the same distribution as indicated, if. such persons 
desire to submit this number of statements for such distribution. 

Attention is invited to the fact that the Subcommittee on Foreign Trade Policy 
(formerly the Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments), conducted extensive hearings in September and October 1956, and also 
panel discussions in December 1957. The published record of these hearings 
and panel discussions will be available to the full Committee on Ways and Means 
during its consideration of renewal of the Trade Agreements Act. 





{H. Doc. No. 320, 85th Cong., 2d sess.] 


MESSAGE FROM « dE PRESIDENT OF THE UNITED STATES RECOMMENDING LEGISLATION 
RELATIVE TO THE RECIPROCAL TRADE AGREEMENTS PROGRAM 


To the Congress of the United States: 

I request the Congress to enact legislation that will permit a continuation of 
the reciprocal trade agreements’ program on an effective basis for.a minimum 
of 5 additional years past June 30, 1958. ) 

The enactment of this legislation—unweakened by amendments of a kind that 
would impair its effectiveness—is essential to our national eeonomic interest, 
to our security, and to our foreign relations. 

The high importance of trade to our economy is evident.. The income of our 
people arising from export trade alone approximates or exceeds that arising 
from many major segments of our economy. The development of a healthy'export 
trade has created a significant number of jobs for our working men and women. 
Imports furnish our industries with essential raw materials and the benefits of 
technological advances, add to the variety of goods available to our consumers, 
and also create jobs for our workers.’ . Moreover, important geographical areas 
within our country, as well as many of our key industries in both manufactur- 


RENEWAL OF TRADE AGREEMENTS, ACT 7 


ing and agriculture, look to expanding world trade as an essential ingredient of 
their future prosperity. 

Reciprocal trade agreements negotiated since the advent of the Trade Agree- 
ments Act have helped bring a more vigorous, dynamic growth to our American 
economy. Our own economic self-interest; therefore, demands a continuation 
of the trade agreements program. Under this program sound twe-way trade 
can be further developed to assure to our industries widening opportunities for 
participation in world markets, and to provide foreign nations the opportunity 
to earn the dollars to pay for the goods we sell. We can either receive the bene- 
fits of the reciprocal lowering of trade barriers or suffer the inevitable alterna- 
tive of increasingly high barriers against our own commerce which would weaken 
our economy and jeopardize American jobs. 

Important as growing international trade is to our country, it is equally im- 
portant to our allies and trading partners. For them it is indeed. vital to the 
health and growing strength of their economies, on which their political stability 
and military power heavily depend. The assured future of the reciprocal trade 
program is necessary for our national security and for our entire foreign policy. 

In particular, it is essential to enable us to meet the latest form of economic 
challenge to the free world presented by communism. In the state of the Union 
message I spoke of the economic offensive that has been mounted against free 
nations by the Communist imperialists. The Soviet Union is engaged in an 
intensive effort, through combined programs of trade and aid, to divide the coun- 
tries of the free world, to detach them one by one and swing them into the orbit of 
Communist influence. 

We must recognize the growing capacity of the Soviet Union in the economic 
field. Their advances in technology and industrialization, together with their 
continuing repression of domestic consumption, enable them to supply, better than 
ever before, the machinery, manufactures, and other goods which are essential 
to the economic life of many countries. 

The Soviet capacity to export is matched by its capacity and willingness to 
import. It is increasingly offering to import the surpluses of non-Communist 
states. In this way it seeks to tie such states to the Soviet orbit, and to exploit 
the trade difficulties of the free world. 

This challenge in the economic field cannot be ignored without the gravest risk 
to our way of life. This fact alone makes it imperative that previous positions 
be reexamined, and that particular interests be reappraised in the light of over- 
riding national needs. 

The question is whether the system of free competitive enterprise for which 
we stand will meet successfully in the international economic arena the challenge 
hurled by the Soviet leaders. 

We will fail in this endeavor if the free countries do not continue their reduc- 
tion of the barriers which they themselves impose on their trade with each other. 
We will fail if closed markets and foreign exchange shortages force free world 
countries into economic dependence upon the Communist bloc. We will fail if 
the United States should now abandon the task of building a world trading system 
from which all free world countries can gain strength and prosperity in a free 
economic society, 

If our Government is to play its decisive part in protecting and strengthening 
the free economic system against the Communits threat, the trade agreements 
legislation which the administration is requesting of the Congress must be 
enacted. 

The Secretary of Commerce, who is Chairman of the Trade Policy Committee 
which I recently established to advise and assist me in the administration of 
the trade agreements program, including review of recommendations of the 
United States Tariff Commission, will transmit to the Congress the administra- 
tion’s legislative proposals. These proposals, including the various safeguards 
for domestic industry, will generally follow the pattern set by the Trade Agree- 
ments Extension Act of 1955. 

The amount of tariff reduction authority to be requested is essential to the 
continuing success of the program, as is the 5-year period of the proposed ex- 
tension to the continuity in our trade relations. 

There is a further and very specific factor necessitating a minimum extension 
of 5 years. Six European nations, which purchased nearly $3 billion of our 
exports last year, have established a European Economic Community which will 
become a common market with a population nearly as large as our own. These 
countries will ultimately have a common tariff applying to imports from the rest 
of the world. It is anticipated that important steps toward this common tariff 
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will become effective during 1962—up to 4% years from the renewal date of our 
trade agreements legislation. This period must be devoted to negotiations with 
the new economic community and these negotiations must be preceded by pains- 
taking preparations. Both preparation and negotiation must be based on a 
clear grant of adequate authority. This timetable requires an extension of the 
legislation for a minimum of 5 years. Such an extension with the tariff reduc- 
tion authority to be requested, is necessary to carry the trade agreements pro- 
gram through the early formative years of the European Economic Community 
and strengthen our ability to further vital American interests there and else- 
where in the world. 

The 5-year extension of the Trade Agreements Act with broadened authority 
to negotiate is essential to America’s vital national interests. It will strengthen 
our economy which is the foundation of our national security. It will enhance 
the economic health and strength of the free world. It will provide a powerful 


force in waging total peace. 
Dwicut D. EISENHOWER. 


THe Wuite House, January 30, 1958. 


THE SECRETARY OF COMMERCE, 
Washington 25, January 30, 1958. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mk. SPEAKER: On behalf of the President, I transmit herewith a draft 
of the administration’s proposed bill, together with a section-by-section analysis, 
to extend the President’s authority to enter into foreign trade agreements and 
to provide certain additional authority with respect thereto. The present au- 
thority, as you know, expires June 30, 1958. 

I most earnestly urge that the House consider and act favorably upon the 
bill at an early date in order to make possible continuation of the program 
which for many years has been a cornerstone of our country’s foreign economic 
policy. The proposed legislation takes into consideration the Nation’s experi- 
ence under the Trade Agreements Act, the new conditions arising since its en- 
actment, and the need for a sound, reciprocal trade program beneficial to our 
own economy and in support of our foreign economic policy. 

The bill would provide for a 5-year extension of the time during which trade 
agreements may be entered into, with broadened authority to carry on the pro- 
gram. The President has informed the Congress that such a program is in our 
national interest and in the interest of world peace, and I wholeheartedly and 
emphatically hold to that view. 

In my judgment the bill embodies a constructive legislative program for the 
sound and vigorous development of world trade in the light of the conditions 
which we are likely to face in the coming years. It would permit the continua- 
tion of the policy of this administration of negotiating tariff reductions on a 
gradual, selective, and reciprocal basis with other countries of the free world 
through mutually advantageous agreements. 

I am firmly of the opinion that the bill fully takes into account the interest 
of domestic industry, agriculture, and labor. The bill would provide new au- 
thority to reduce tariffs and other trade barriers in return for reciprocal tariff 
benefits to assist our export industries, so important to the well-being of our 
national economy. At the same time, the bill would continue and strengthen 
the provisions designed to safeguard our domestic industries from serious in- 
jury from imports. 

These are the principal features of the bill: 

(1) It would provide a 5-year extension of the authority to enter into trade 
agreemenis, from June 30, 1958, through June 30, 1963. 

(2) It would also provide authority to reduce rates of duties to a point not 
below the lowest rates which would result from applying any 1 of the 3 methods 
of reduction described below. These would be alternative methods and in no 
case could they be applied cumulatively. The alternative methods would lodge 
in the President the necessary flexibility to handle the variety of tariff levels 
which may be involved in negotiations. 

In this connection, I wish to stress that an important new situation has in- 
tensified the need for a long-term renewal with expanded authority to reduce 
tariffs. Such a renewal is necessary to help American industry and agriculture 
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in developing their relationships with the newly established European Eco- 
nomic Community. The six members of the new community—Belgium, France, 
yermany, Italy, Luxembourg, and the Netherlands—last year bought nearly 
$3 billion of our exports. Under the arrangements which they have agreed on 
for the new community they are to have a common external tariff applicable to 
imports from other countries. 

The steps toward development of their new tariff will take shape gradually, 
and important developments are expected to occur during 1962, toward the end 
of the 5-year renewal period which we propose. During this time we must make 
eareful and exhaustive preparations and conduct detailed negotiations. Both 
preparations and negotiations must be based on a clear grant of adequate au- 
thority. In order to insure the effective particiption of the United States and 
to promote our interests throughout this important period of development of 
the external tariff of the European Keonomic Community, we need a 5-year ex- 
tension of the trade-agreements legislation with adequate authority to reduce 
tariffs. 

It should be clearly understood that the reductions which would be authorized 
by the bill are maximum limits. Items under consideration for tariff concession 
would, of course, be subject to the peril-point procedures of the law. Beyond 
that, the total amount of reductions made would depend, among other things, 
upon the willingness of other countries to make reciprocal reductions of their 
duties on our exports to them. Moreover, the present prohibition against trans- 
ferring any article between the dutiable and free lists would be continued. 

Under the first method of reduction, the President would be authorized to 
reduce a rate of duty to a point not lower than the level which would result if 
the rate existing on July 1, 1958, were decreased by 5 successive annual reductions 
each equal to 5 percent of that rate. He would be authorized to reduce a duty by 
this same total amount over a shorter period, but no reduction in excess of 10 
percent of the July 1, 1958, rate could become initially effective in any one year. 

Under the second method, the President would be authorized to decrease the 
rate of duty existing on July 1, 1958, by not more than 3 percentage points ad 
valorem, but no reduction could be made initially effective in any one year which 
would exceed 1 percentage point. Under both the first and second methods, in 
the special circumstance where a rate is increased after July 1, 1958, as by 
termination of a concession, the decrease becoming initially effective at one time 
could be one-third of a total reduction negotiated under the trade agreement, even 
though the one-third exceeded the above limits. 

Under the third method, the President would be authorized, as at present, to 
reduce an existing rate which is above 50 percent ad valorem down to 50 percent 
ad valorem. Here, too, the reductions would be carried out gradually; not more 
than one-third of the total reduction could be made initially effective in any 
one year. 

(3) As I have indicated, the peril point and escape clause procedures and other 
safeguards for American industry and labor provided in the present law would 
not only be continued but would be strengthened. In this connection, I point out 
again what I said on the occasion of the first announcement of these proposals: 
“The new program is designed to add impetus to international commerce by taking 
into consideration new conditions and eliminating difficulties. Increased trade 
is desired because such progress is in the interest of the entire Nation. But such 
interest would not be served if domestic industry were crippled and serious local 
unemployment resulted. The new safeguards are designed to prevent injury to 
the American economy as the flow of international commerce is enhanced.” 

First, the bill would provide the President with greater authority to raise duties. 
In escape clause cases the President now has the option of (1) terminating the 
trade-agreement concession, with the usual result that the rate established by 
the Tariff Act of 1930 comes back into effect, or (2) of increasing the duty by as 
much as 50 percent above that existing on January 1, 1945. Under the bill the 
President, in addition to continuing authority to terminate the trade-agreement 
concession, would be authorized to raise duties as much as 50 percent above the 
rates which existed on July 1, 1984, before any trade agreements had been entered 
into under the Trade Agreements Act. Since the 1934 rates on many items were 
substantially higher than the 1945 rates, this change would appreciably increase 
the extent to which the duties on such items could be raised where necessary 
to avert serious injury to domestic industries. 

Another feature which the bill would write into law would be a provision 
directed toward achieving more prompt and effective consideration of serious 
injury cases. It would be provided that if in the course of a peril-point investi- 
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gation of articles considered for possible negotiation of reductions in duty, the 
Tariff Commission finds, with respect to any such articles upon which a tariff 
concession had been previously granted, that an increase in duty or additional 
import restriction is required to avoid serious injury to the competitive domestic 
industry, the Commission shall promptly institute an escape clause investigation 
with respect to that article. 

This would, in effect, direct the Tariff Commission to institute escape-clause 
proceedings when peril-point investigations disclose that existing rates of duty 
threaten or cause serious injury. Under existing law there is no such direction 
to the Commission under these circumstances, and frequently many months may 
elapse before the escape clause machinery is set in motion. 

(4) Certain other aspects of the new reduction authority should be noted: 
The bill would provide that each part of a total reduction shall be in effect for at 
least 1 year before the next part becomes effective. Furthermore, no part of a 
reduction can be made initially effective after the first part shall have been in 
effect for more than 4 years. In other words, reductions could be made in not 
more than five parts or stages. 

This would also permit parts of a total amount of reduction to be so spaced 
that the parts following the first one need not be made initially effective in im- 
mediately succeeding periods of 1 year each. For example, a total reduction 
amounting to 15 percent to be put into effect in 2 parts, could be so spaced that 
the second part would become initially effective at any time between the end of 
the first year and the end of the fourth year. 

Finally, under the bill, even though the President’s authority to enter into 
trade agreements would expire on June 30, 1963, he would be permitted to enter 
into a trade agreement, using the full authorized reduction, at any time during 
the 5-year period of this negotiating authority and to put such reduction into 
effect either during or after that period. This feature of the bill represents a 
return to the pattern of previous trade agreements legislation and is thus not a 
new departure, though the bill differs in this respect from the existing law. 
The administration believes that restoration of this feature is desirable in order 
to provide greater flexibility in tariff negotiations. It would not increase the 
amount of the tariff reduction authority but would permit its full use where 
agreements with other countries are not made until late in the 5-year period of 
the President’s authority to enter into trade agreements. 

I am convinced that through the continuation of the trade agreements pro- 
gram we will enjoy in this country improved economic well-being, including 
increased employment opportunities. At the same time the beneficial force of 
our economy will be increasingly felt, and the entire free world will enjoy 
greater economic and political stability. It is clear today, as never before, that 
our national interest demands the betterment of trading conditions and the 
opportunity for expanded trade among free nations. It is also clear that such 
trade expands the basis for our defense preparedness and that of our allies. 

The trade agreements program has been a unique and beneficial undertaking 
by our country in the trade field. Its continuation is essential to preserve our 
gains and to lead the way to a broader realization of the mutual benefits that 
it makes possible for us and for our free world partners. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


SECTION-BY-SECTION ANALYSIS OF PROPOSED TRADE AGREEMENTS EXTENSION ACT 
or 1958 


This is an analysis of the proposed Trade Agreements Extension Act of 1958, 
transmitted by the Secretary of Commerce pursuant to the President’s special 
message to the Congress. 

Section 1. Title 

This section sets forth the short title of the act. 

Section 2. Renewal of authority 


This section would extend the period during which the President is authorized 
to enter into trade agreements from the close of June 30, 1958, until the close 
of June 30, 1963. 
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Section 3 (a) (1). Authority to increase rates (amending sec. 350 (a) (2) (A))? 

This amendment, by changing the base date for computing permissible in- 
creases.in duty from January 1, 1945, to July 1, 1934, would permit the President 
to increase duties more than the present law allows, principally in connection 
with escape-clause actions. 


Section 8 (a) (2). Agreements to which 1955 act authority applicable (amending 
sec. 850 (a) (2) (D))* 

The reduction authority under the 1955 act is retained just as that act re- 
tained the authority under the earlier act. The operation of this authority 
would be limited, by this amendment, to agreements entered into before July 1, 
1958. 


Section 8 (a) (8). Valuation for ad valoreum equivalents (amending sec. 350 
(a) (2) (D) (#))? 

This amendment would add a reference to the recent Customs Simplification 
Act of 1956 and, in effect, permit the use of the valuation provisions added by 
that act or the earlier valuation provision of the Tariff Act, whichever are 
applicable, in determining ad valorem equivalents of specific duties. 


Section 8 (a) (4). Reference to new limits on reduction authority (amending 
sec, 850 (a) (2)* by adding a new subparagraph (2) ) 
This amendment would add a cross reference to the new overall limitations on 
the President’s authority to reduce duties summarized under section 3 (a) (8) 
below. 


Section 3 (a) (5). Effective dates of proclamations (amending sec. 350 (@) 
(3) (A)) 

Under existing law the President’s authority to proclaim the effective date 
of duty changes is subject to so-called staging provisions which within the over- 
all duty reduction authority further limit the amount of a decrease that can 
be put into effect at one time. This amendment adds a cross-reference to the 
new staging provisions summarized under section 3 (a) (8) below. 


Section 3 (a) (6). Rounding out (amending sec. 850 (a) (8) (D))* 


This amendment would make the present rounding out were applicable 
to the new rate reduction authority. 


Section 3 (a) (7). Renumbering of certain paragraphs (amending section 350 
(@) (4) and (5))* 
This amendment would renumber existing paragraphs (4 and (5) as (5) and 
(6) to make way for a new paragraph (4) as summarized under section 3 (a) 
(8) below. 


Section 3 (a) (8). New limits on reduction authority and new staging provisions 
(amending sec. 350 (a)* by adding a new paragraph (4) ) 
New limits on reduction authority ((4) (A)) 


The President’s authority to reduce duties in carrying out trade agreements 
entered into between July 1, 1958, and July 1, 1963, would be limited by this 
amendment to the lowest of the following rates: , 

(i) The rate which would result from decreasing the July 1, 1958, rate by 
5 annual reductions each equal to 5 percent of that rate. Some variations, not 
affecting the aggregate permissible reduction, would be allowed under the staging 
provisions summarized below. 

(ii) The rate which is 3 percentage points ad valorem below the July 1, 1958, 
rate (e. g., if the July 1, 1958, rate were 7 percent advalorem, it could be reduced 
to 4 percent ad valorem). This could not be used to achieve a transfer to the 
free list. 

(iii) The rate which is 50 percent ad valorem, 

Note.—The authority under alternatives (i) and (ii) to reduce rates to specified 
levels below the July 1, 1958, rates includes authority to reduce to such levels 
rates which have been increased since July 1, 1958 (as by the termination of a 
prior trade agreement), subject to special staging provisions summarized below 
to assure that reductions will be gradual. For example, under alternative (i), 


1 These refer to sec. 350 of the Tariff Act of 1930, as amended, title 19, U. S. C., sec. 1351. 
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if a July 1, 1958, ate of 20 percent ad valorem were increased to 30 percent ad 
valorem, a reduction could be made to 15 percent ad valorem. 

Alternatives (ii) and (iii) would also apply to articles subject to specific rates, 
and provisions similar to those now existing have been included for determining 
their ad valorem equivalents. 


New staging provisions ((4) (B) and (C)) 

The maximum amount of reduction which may be put into effect for the first 
time in any one stage under each of the above alternatives is as follows: 

Under (i).—10 percent of the July 1, 1958, rate except that, where that rate 
has been increased after July 1, 1958, the maximum amount shall be one-third 
of the total reduction or 10 percent of the July 1, 1958, rate, whichever is greater. 

Under (ii).—1 percent ad valorem except that, where the July 1, 1958, rate has 
been increased since that date, the maximum amount shall be one-third of the 
total reduction or 1 percent ad valorem, whichever is greater, 

Under (iii) : One-third of the total reduction. 

In no case may there be more than 5 stages, nor may separate stages be less 
than a year apart, nor may the last stage be later than 4 years after the first 
stage. In computing the 4 years, interruptions caused by United States legisla- 
tion or action thereunder would not be counted. 

‘Parts of the 15 percent authority under the present law are lost if not put into 
effect by specified dates before July 1, 1958. Under the proposed legislation, how- 
ever, the President would be permitted to enter into a trade agreement, using the 
full authorized reduction, at any time during the 5-year period of this negotiating 
authority and to put such reduction into effect either during or after that period. 


Section 8 (b). Authority for Cuban negotiations (amending section 350 (b)*) 
This amendment, in conformity with long established practice, would make 
the new limits of authority summarized above specifically applicable to products 
of Cuba, a country accorded preferential rates. It would also continue the 
present limited authorization to establish for Cuban products lower rates to the 
extent necessary to maintain existing margins of preference. This amendment 
would also make it clear that the duty arrangements with Cuba need not be 
embodied in exclusive agreements made with Cuba alone. 
Section 3 (c). Definition of duties “existing on” specified dates (amending section 
350 (c) (2 )(A)*) 

This is a technical amendment which would extend the present definition of 
the phrases “existing on January 1, 1945,” and “existing on January 1, 1955,” to 
cover similar phrases containing the dates July 1, 1934 (the new base date for 
computing duty increases) and July 1, 1958 (the new base date for computing 
certain decreases). 

Section 4. Escape-clause investigation if injury found in peril-point investigation 
(amending sec. 3 (b)*) 

Existing peril-point and escape-clause provisions would continue and this 
amendment would add a new requirement for the prompt initiation of an escape- 
clause investigation by the Tariff Commission if, in the course of a peril-point 
investigation, it finds with respect to any article upon which a tariff concession 
has been granted that an increase in duty or additional import restrictions are 
required to avoid serious injury. 

The CuHairman. Our first witness today to open these hearings will 
be the Secretary of Commerce, the Honorable Sinclair Weeks. 

J , 

Due to the snowstorm and the attendant hazards which we ex- 
penance this morning, we recognize that some of our members have 
iad difficulty in getting to the Capitol. That is a situation which I 
am sure also applies to many people who would have wished to be pres- 
ent for the opening of these hearings. 

It therefore will be necessary, Mr. Secretary, for you, and per heie 
some of the other witnesses for the administration who are scheduled 
today, to be available at a later point in these hearings in order that 


1 These refer to sec, 350 of the Tariff Act of 1930, as amended, title 19, U. S. C., sec. 1851. 
2 This refers to sec. 3 of the Trade Agreements Extension Act of 1951, as amended, title 
19, U. S. C., sec. 1360. 
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all members of the committee may have the opportunity to propound 
questions and obtain your views with respect to those questions. 

I am sure that will meet with your approval so that, at a con- 
venient time to you and the committee, we may ask you to return for 
further questioning by the members who are not here. Is that agree- 
able to you # 

Secretary Werxs. Yes, sir; it is. 

Mr. Smoreson. And perhaps those of us who are here may wish to 
ask further questions at that time. 

The CHarrman. And any member who might be here might also 
desire to interrogate you on this second appearance, and I would not 
want to preclude those of us who are here Fodind having that opportu- 
nity if we desire. 

With that understanding then, the Chair thinks it is advisable that 
we proceed with the hearing this morning, and, Mr. Secretary, you 
are recognized. I presume that you desire to make your statement 
without interruption and then submit to questioning at the conclu- 
sion of your statement. Is that your desire? 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE; 
ACCOMPANIED BY HENRY KEARNS, ASSISTANT SECRETARY FOR 
INTERNATIONAL AFFAIRS; FREDERICK C. NASH, GENERAL 
COUNSEL; AND ROBERT SIMPSON, DIRECTOR OF THE OFFICE OF 
ECONOMIC AFFAIRS, OF THE BUREAU OF FOREIGN COMMERCE 


Secretary Werks. I should like it that way, if I may. 

The CuarrmMan. Without objection, you will proceed on that basis, 
and you are recognized. 

Secretary Werks. I am very happy to be here, Mr. Chairman, and 
to present the reasons why I think this piece of legislation should be 
placed on the statute books. 

I am here to urge legislation to make jobs and to protect. jobs—the 
jobs of more than 414 million Americans workers whose livelihood is 
provided by world trade. 

I have come before the committee to urge favorable consideration 
of H. R. 10368, introduced by Chairman Mills, and its companion 
measures introduced by Congressmen Kean, Frelinghuysen, and 
Chamberlain, which would amend and extend present trade-agree- 
ments legislation. The purpose of this bill in general is to extend 
for a period of 5 years the President's authority to enter into trade 
agreements with other countries, and to give the President certain 
additional authority to reduce United States tariff rates in return for 
reciprocal concessions by foreign countries. 

The trade-agreements program, given its clese and direct relation- 
ship to our economic welfare and national security, by its very nature 
deserves bipartisan support. The President in his message to Con- 
gress on January 30 urged adoption of this legislation and said: 

The enactment of this legislation—unweakened by amendments of a kind that 


would impair its effectiveness—is essential to our national economic interest, to 
our security, and to our foreign relations. 
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I am here to tell you how all of this affects our economy, but.I.warn 
you that the Soviet Union’s new global economic drive puts to hazard 
our favorable trade posture, menaces free-world unity and: jeopard- 
izes the foundation of peace. ry ot amid Iain 

These ominous new factors introduce logical grounds for,,those 
with previous doubts about reciprocal trade to reexamine their posi- 
tion. Even more, these developments provide; impelling reasons-for 
everyone—ain sheer self-interest in security—to consider extension! as a 
means of strengthening that security. Its either more trade or more 
trouble, 

If these conclusions are correct and if this legislation is good for 
the country, it should be adopted by the Congress, Because I thor- 
oughly and completely believe the legislation is not only good for the 
country but essential in the national interest, I am here to open the 
discussion and present the evidence. 

I may say parenthetically of the administration witnesses, I un- 
derstand that Secretary Dulles, who will come before you to talk 
about the foreign policy aspects of this legislation, will not, be avail- 
able, I think, until next week. But I believe you understand that, Mr. 
Chairman. 

The-Cuamman. That is right 


COMMERCE DEPARTMENT RESPONSIBILITIES IN TRADE 


Secretary Werks: Let me first point out that the responsibilties of 
the Secretary of Commerce, as set forth in the statute, are to foster, 
promote, and -develop the foreign and domestic commerce of the 
United States. Obviously in doing this the needs of all segments of 
American business and industry must be taken into consideration. 

All segments include both those who produce for export and those 
who have little or no interest in foreign markets. It includes those 
who depend heavily on imported commodities and those whose goods 
must compete with imports in the United States market. It includes 
all who process, transport, and distribute our exports and our imports, 
as well as those with a vital stake in our overseas investments. I 
spell it out in this manner to make clear that in formulating the 
judgments which I am communicating to you, I have, I think, con- 
sidered the interests of all sectors of American business. 

With world trade an ever more important part of our economic life, 
the Department of Commerce is playing an increasingly significant 
role in the formulation of our foreign-trade policies. Recently the 
President strengthened Commerce’s role in trade-agreement mat- 
ters and in foreign economic questions generally by creating a Cabinet- 
level Trade Policy Committee, chaired by the Ressetaes of Commerce. 

This Committee, already in operation, directly advises the Presi- 
dent in the administration of the trade-agreements program. The 
recommendations made to the President by this committee, under 
Commerce leadership, will include action in escape-clause cases. It 
will guide the direction of GATT negotiations and it will be con- 
sulted on the proposed composition and membership of the delegation 
to the GATT. The Committee will review and advise the President 
upon all recommendations of the interdepartmental Trade Agree- 
ments Committee, and will be consulted in all other situations that 
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influence this country’s posture in world trade. Creation of) the 
Trade Policy Committee reflects the fact that our domestic economic 
situation is receiving due weight when decisions on international ques- 
tions are taken. 

The very fact that the Secretary of Commerce has been asked by 
the President to present to the Congress the administration’s trade 
proposals.reveals. the.increasing responsibilities in this field of the 
Department with wide experience and understanding of the problems 
of private industry. - 


RECORD HIGH LEVEL OF TRADE 


Let me first say a few words about the inereasingly high level of 
our total trade, which reached a record high in 1957, and the relation- 
ship of our trade picture to other important segments of our economy. 

(1) Exports of. manufactured products raw materials and food- 
stuffs in 1957 (exclusive of military aid) reached the staggering total 
of $1914 billion, cecieulianidigeglien highest in our Nation’s we 

During the same year, imports in the same categories totaled $13 
billion, approximately. 

A recital of figures of this magnitude must immediately convince 
anyone of the great importance of this trade to our economy as a whole. 

(2) Foreign trade provides the livelihood for at least 44% million 
American workers, or about? percent-of our labor force. This figure 
includes those engaged directly or indirectly in production or service 
for export, or in the distribution of imports, or in the first factory 
processing of imported materials. 

Our exports of goods and services currently represent about 6 per- 
cent of the Nation’s outputs Thesvalue of United States goods mar- 
— abroad in 1956, as you will see by the chart, exceeded the value 

All consumer purchases of automobiles, parts, and accessories} 
or 

All residential nonfarm construction ; or 

All consumer purchases of furniture and household equipment. 

Around 9 percent of our entire output of movable goods was 
exported in 1956. For example, we exported 11 percent of our 
machine tools; 19 percent of our production of trucks; and 26 
percent of our construction and mining equipment, 


I am giving you examples from the field of manufactured products 
in which I have special responsibilities. 

My understanding is that later Secretary Benson will give this 
committee examples of even higher export percentages for agricultural 
commodities, 
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(Charts 1 and 2 are as follows :) 
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EXPORTS AND CTHER SELECTED COMPONENTS OF 
GROSS NATIONAL PRODUCT 
1957 


Percent of GNP 
| 2 3 a 5 6 7 






Military aid shipments 


=Consumer purchases of automobiles. parts and accessories 





Business purchases of capital equipment 


Source: Office of Business Economics and Bureau of the Census U.S. Department of Commerce 
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RECIPROCAL TRADE AGREEMENTS ROLE IN TRADE 


Secretary Weeks. A recital of trade developments leads me to the 
part which the reciprocal trade agreements program has played—in 
my estimation a significant and constantly increasing role. 

In a real sense, however, an éxamination of developments during 
the past 5 years or so—and I emphasize the developments during the 
last 5 years—is the first opportumity. we have had to really judge the 
program and the trend. Before this, World War II with its aftermath. 
and the Korean war had so distorted world trade, had so increased 
the need of many countries for imports, and so reduced their ability 
to export, that the effect of reciprocal duty reductions were tempo- 
rarily overshadowed during this oe 

By making at the last 5 years when economic conditions have become 
more normal in most countries, we can see better what has happened 
during a period.when tariff rates have again become an important 
factor in trade. In this way we can form some idea of the worth of 
a program under which we and all our important trading partners 
have reciprocally lowered many duties. 

Let me first present to you a chart in which we have compared— 
under the heading of “Exports and Imports of Finished Manu- 
factures in Constant 1956 Dollars”—the trend of exports and duti- 
able imports. The export total has been arrived at by subtracting 
the total value of our foreign aid grants. 

The really significant factor to be noted is the tremendous increase 
of our exports of finished manufactures in the last 5-year period 
as contrasted in this particular field with a relatively small increase 
in dutiable imports of the same category of goods. 
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(Chart 3 is as follows :) 
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TRENDS IN PARTICULAR COMMODITIES 


Secretary Werexs. In somewhat more detail let me now refer to 
several charts depicting trends of the last 5 years in exports and im- 
ports of particular types of commodities. For this purpose, I am 
choosing examples from industries whose products are both ex- 
ported and imported on a significant scale. I am including sev- 
eral industries whose spokesmen have been known to complain pub- 
licly about competitive imports, even though their products are 
exported in much larger volume than they are bmanena 

As I look at the figures I wonder if such spokesmen are bearing in 
mind the stake which their own industries have in the maintenance 
of export markets, and if they realize how much they themselves 
might risk should the United States follow shortsighted policies 
leading to shrinkage of our markets abroad. 

Let us look at several industries and, first, at the chemical trade. 
In 1953 we exported about $900 million worth of chemicals and 
allied products, and imported some $450 million worth. Our exports 
of chemicals have risen steadily, and by 1957 totaled $114 billion— 
roughly 70 percent above the 1953 level. Our imports, on the other 
hand, have remained at or below the 1953 level throughout this 
period. 
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Secretary Weeks. This does not strike me as the record of an 
industry in dire jeopardy from import competition. Rather, it sug- 
gests an industry with a vital stake in keeping as clear as possible its 
channels to export markets. 

In this connection, Mr. Chairman, although some of the companies’ 
competitors might not welcome a commercial on my part, I would 
like to show a chart, of the Monsanto Chemical Co., and this is a 2-page 
spread in some magazine—and I know not which—indicating the 
worldwide operations of Monsanto. I quote from some of the lan- 
guage which seems to me to tune in very well with the approach I 
am trying to make here, and to indicate a very great forward-looking 
vision on the part of this particular company and, I am sure, many 
others in the industry : 

Here Americans and nationals of 60 countries team up in a worldwide chain 
of Monsanto-associated companies. Together they build good will and strength 
among free nations, with jobs, investments, pooled technical skills and higher 
living standards that result. For example, if you work for Monsanto, you may 
find yourself in Sweden, Australia, Belgium, or India, helping to set up a factory 
or a sales office. Or you might sell fertilizer chemicals that bring bigger yields 
to Central American farmers. Monsanto was born just 56 years ago in St. 
Louis, and now, in addition to its important domestic operations, is serving peo- 
ple around the world. 

I will leave the chart with you, and I am sure members of the com- 
mittee will be interested to look at it. 

Now may I proceed? There are several other classifications of 
merchandise. 

One of the most important single classes of United States exports 
is industrial and business machinery. Such exports have risen from 
about $1.7 billion in 1953 to more than $2.6 billion in 1957. Imports of 
industrial machinery, although acquiring some consequence in the 

ast decade, have risen much less since 1953, from $150 million to 

280 million a year. 

Similarly, while imports of iron and steel-mill products have held 
steady at roughly $200 million both in 1953 and in 1957, over the same 
08 exports of steel products approximately doubled, moving from 
about $560 million to more than $1,100 million. 

For several decades the automobile industry has been one of our 
major exporters. Much attention has recently been attracted, there- 
fore, by the rise of foreign passenger cars in our import trade, from 
slightly more than $50 million in 1953 to well over $300 million in 
1957. What has not been so widely noticed is that United States 
exports of autos, parts, and accessories have risen over the same period 
by an even larger amount, from just under $1 billion to nearly $1.3 
billion. Asin the other cases just cited, this two-way exchange reflects 
primarily a high degree of industrial specialization from which both 
we and our trading partners realize substantial gains. 
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(Charts 5, 6, and 7 are as follows :) 
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Secretary Weexs. Still another industry in which our exports have 
grown rapidly is paper manufacturing. Exports of paper and paper 
products have risen by more than 60 percent since 1953. To be sure, 
our imports of paper and paper manufactures—exclusive of news- 
print, for which we rely chiefly on foreign supplies—have risen by a 
similar percentage, but they remain less than one-third as large as 
corresponding exports. 

(Chart 8 is as follows :) 
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Secretary Werks. Now let me turn to cotton textiles where the trade 
picture does not look as good as some of the others. 

Imports of cotton manufactures doubled from $75 million in 1953 
to $154 million in 1956, and amounted to about $135 million last 

ear. Over the same interval, exports of cotton manufactures have 

declined somewhat, from $272 million in 1953 to about $250 million 
in 1957. But we should not lose sight of the overall picture, in which 
United States cotton textile exports remain nearly twice as large 
as imports. 

(Chart 9 is as follows :) 
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Secretary Weerxs. Imports represent a quite small proportion of 
our total consumption of cotton textiles. Figures showing the ratio 
of imports to domestic production are not available for cotton manu- 
factures as a whole, but there are some data for particular sectors. In 
the case of cotton broad-woven fabrics, an important segment, foreign 
supplies were probably not over 2 percent of domestic production 
in 1957. For the textile-mill product and apparel industries as a 
whole, including cotton and other materials, it is estimated that im- 
ports amounted to 3 to 31% percent of our domestic production, 

Finally, in this connection, I would remind you of our recent ef- 
forts in bringing to the attention of the Japanese the implications 
of the very rapid rise in United States imports of cotton textiles which 
was underway a few years ago. The Japanese decided to limit their 
exports of such products to us, and I belive that this voluntary ac- 
tion on the part of Japan has worked well in the interests of both 
countries. 

After the arrangement was made by the Japanese to curtail their 
exports under a quota basis—self-imposed, of course—I met with 
the executive committee of the American Cotton Manufacturers Insti- 
tute, and, after I left, they indicated to me, by letter and otherwise, 
appreciation of the action which the Japanese had taken. 

o far, I think I can say that this arrangement, by which the 
Japanese undertook to control exports to this country, 1s working very 
well. I am hopeful it will continue. 

In a world as complex as ours, in which a variety of factors affect 
trade, it is difficult to isolate the effects on trade of any one influence. 
It is clear that many things in addition to the reciprocal trade agree- 
ments program have played a part in these favorable developments 
which I have described. But, while it would be incorrect to attribute 
these advances solely to the reciprocal trade agreements program, it is 
downright wrong, in my judgment, to condemn a program under which 
such spectacular strides have been achieved. We may not be able to 
measure precisely the part played by the program in expanding our 
exports, but these were the rules under which the game was m te 
while our trade was making such outstanding progress. In the light 
of the results, how can one say the rules are bad ? 


FREE TRADERS AND PROTECTIONISTS 


It seems to me that thoughtful people cannot fail to be im- 
pressed by the trading history of recent years. Certainly these de- 
velopments have influenced my own thinking and taken in conjunction 
with other cardinal facts in today’s world—the Soviet threat, the com- 
pelling need for free world unity in the face of that threat, and the 
creation of economic entities such as the European common market— 
they are compelling arguments for continuing the program. 

Don’t infer from this that I have become a freetrader. I am no more 
a freetrader than I am a hardshell protectionist. Basically, I consider 
myself a moderate, and I feel that the bill under consideration is one a 
moderate can wholeheartedly support. 

But, Mr. Chairman, I say categorically to the committee what I have 
said many times before, that there is nothing to be gained in this pic- 
ture by having freetraders and protectionists screaming impreca- 
tions at each other. If either side wins the battle outright, both 
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sides will lose it. And the only possible thing that can be done to- 
day in this country is to exhibit a little give and take and approach 
this trade problem in a moderate manner, to the end that we may 
build for the future on a solid foundation. 

A basic reason we are anxious to export is that by exporting we 
earn the means to pay for our imports. The same reason is equally 
applicable to our trading partners. They want and need to obtain 
from us a wide range of goods, usually because our products are bet- 
ter or more readily available or cheaper. In order to buy, however, 
they must earn the wherewithal to cover their purchases, and that 
is why they consider it so vital to sell their goods and services to us. 
If we do not buy from them, they cannot buy from us. If they could 
not buy from us the goods they need, they would have to find substi- 
tute sources while our own efficient export industries, cut off from 
their important overseas markets, would experience great difficulties 
because they had lost their customers. 

Our exporting industries are, as I have described, very important; 
and difficulties they might experience would have noticeable reper- 
cussions throughout the entire economy. 

We think a great deal in this country about protection. However, 
as we give a measure of protection against hurtful foreign competi- 
tion, we had better begin to think of affording a measure of protec- 
tion to our vitally important export trade as well. 

There are those who profess to see no connection between our im- 
ports and our exports, who say we could continue to sell even though 
we refuse to buy. 

I think they are wrong. 

A private citizen who cannot sell his products soon has to reduce 
his own purchases. In the same manner, a nation which cannot find 
export markets for its own products must soon cut down on its pur- 
chases even though the products purchased play a vital role in its 
economic life. Nor can our future trade be limited to what foreign- 
ers can earn by selling us wholly noncompetitive products such as 
coffee or bananas. 

EUROPEAN COMMON MARKET 


The objective of this bill is to reduce obstacles to our exports and 
imports and thereby encourage international trade and heightened 
economic activity in our industries which depend directly or indirectly 
on trade. 

A recent development abroad illustrates very well the importance 
of our following consistent, forward-looking trading policies in our 
own economic self-interest. I refer to the creation at the beginning 
of this year of the European Economic Community, the so-called 
European common market. Here six European countries, with a com- 
bined population almost equal to ours and a combined national prod- 
uct about one-third of our own, are in process of forming a new 
economic grouping. 

When the common market is ultimately achieved, in 12 to 15 years, 
all duties on the internal flow of goods within this community will 
have been eliminated. Beginning in about 5 years, the participants 
will take the first steps to apply a common customs tariff to the out- 
side world, including the United States. Ifthe common market works 
as planned, the participating countries will ultimately enjoy a higher 
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standard of living than they would otherwise have been able to attain. 
They will reach these higher living standards only if industry and 
agriculture in the common-market countries become more efficient and 
more productive—more competitive, if you will. 

A Europe where economic activity is heightened, where more goods 
and services are being produced and consumed, will clearly offer 
greater training opportunities to United States business. We need 
only look at what has happened to our exports to these same six 
countries during recent years, when European economic recovery 
made such remarkable strides, to get an idea of the close connection 
between economic activity abroad and the levels of our trade. During 
1953 our exports to these 6 countries totaled $1.5 billion; in 1957 we 
exported to them $3.2 billion worth of goods. 

he extent to which we can benefit from these enlarged opportuni- 
ties will depend upon the tariff rates ultimately adopted by the Euro- 
xecan Economic Community. The Community stands ready to adjust 
individual rates in return for reciprocal concessions by its trading 
partners. To my mind, it is extremely desirable for the President to 
have authority in this field which will enable us to maintain and ex- 
pand our export markets in this vitally important area of the world. 
The countries of the European common market will be developing 
their uniform tariff over the next 5 years and will be placing it in 
effect at the close of that time. A 5-year extension of the Trade 
Agreements Act, as provided in H. R. 10368, will give the President 
needed authority and flexibility to negotiate throughout this im- 
portant period. 

In the words of the President himself : 

Such an extension with the tariff reduction authority to be requested is neces- 
sary to carry the trade agreements program through the early formative years 
of this European economic community and strengthen our ability to further vital 
American interests there and elsewhere in the world. 

It is obvious that the crucial period in determining future trade 
patterns will occur during the next 5 years. It will be tragic if Amer- 
ican industry is penalized by appearance of indecision which most 
certainly will result from a prospective change in trade policy during 
the 5-year period. 

At the same time, the United Kingdom and most other western 
European countries not in the community are considering ways to as- 
sociate themselves with the common market to form a still wider free- 
trade area. If this endeavor succeeds, our need for adequate powers 
in this field will be even more urgent. 


SAFEGUARDS TO AMERICAN INDUSTRY 


I have been stressing the general desirability of an expanded for- 
eign trade, and our need in this connection for the authority con- 
ferred by this legislation. I want to stress equally my belief that 
when we work for increased trade we have a clear duty to see to it 
that we do not grant tariff reductions which cause serious injury to 
individual segments of American business. I believe the safeguards 
contained in the present legislation, as reinforced by H. R. 10368, 
fully meet this essential need. It is because I am, on the one hand, 
convinced of the desirability of expanded trade and, on the other, of 
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the adequacy of the safeguards against serious injury to United 
States business, that I am prepared to support this legislation so un- 
equivocally. 

I would like now to review the actions taken by the President to 
date in escape clause cases. Since the provision was written into the 
law, the President has made escape clause decisions on 23 commodi- 
ties. Of the 23 commodities in question, the President invoked the 
escape clause in the case of 9. He declined to do so in 14 cases. In- 
cluded in this 14 figure are lead and zinc, on which he arranged an 
alternate remedy, and velveteen fabrics, where relief for the industry 
was afforded by the voluntary decision of our foreign suppliers to 
limit their exports to us. 

In each case where he decided not to invoke the escape clause, the 
President documented fully and publicly his reasons. In some cases 
the President concluded that serious injury as a result of imports had 
not been demonstrated; in others, that the proposed tariff increase 
would not remedy the situation in any significant way. 

While basing his decisions primarily on these considerations, the 
President—whose responsibility it is to conduct the foreign relations 
of the United States—obviously also had to weigh the effects of par- 
ticular actions on our relations with other nations, on our alliances, 
and on our military security itself. 

As an example, in the case of fish fillets, the President concluded that 
the raising of duties would not really improve the situation of our 
industry and, as I interpreted his action, it might well push a friendly 
country far into a position of economic dependence on the Soviet 
Union. The country in question—Iceland—plays a vital role in our 
defense alliances by virtue of its geographic position. Therefore, 
instead of raising duties, the President decided instead to take a series 
of other measures which be judged would more effectively assist our 
domestic interests without prejudicing our relations with an essential 





ally. 
This exemplifies the vital role played by the President’s discretion- 


ary powers in these matters. I know that some wish to limit the 
President’s discretion in escape clause cases. I submit that this 
would be little short of disastrous. These matters are never com- 
pletely black or white, and they do vitally affect not only particular 
segments of our economy but also our national interest and national 
security as well. I believe it absolutely crucial that the President con- 
tinue to retain discretionary powers in this vital area. I know these 
are strong words; I have purposely made them so. 


RECIPROCAL NATURE OF TRADE PROGRAM 


It has been charged that the reciprocal trade agreements program 
has in fact not been reciprocal, that we have reduced our duties without 
receiving, in return, equivalent reductions from our trading partners. 

The facts do not bear out this assertion. We have obtained direct 
tariff concessions from foreign countries on a wide range of 
commodities. 

By the best estimates we have been able to make, we have obtained 
concessions from other countries—that is, duty reductions or bind- 
ings—on some $7 billion of United States exports, of which at least 
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half would be exports of goods that pay duty in the importin 
country. For our part, we have granted concessions on about oH 
billion also, but about three-fifths of this amount has consisted of 
binding rates for goods which already entered our market duty free, 
This status obviously was accorded by the Smoot-Hawley tariff bill. 

Trade figures, of course, do not tell the entire story. Let us look 
at changes in the tariff levels of some of our principal trading partners 
during the period covered by the program. 

The average ad valorem duty rate on Western Germany’s imports, 
for example, was less than 8 percent in 1956. This contrasts sharply 
with the level in prewar Germany—28 percent in 1937. 

Over approximately the same interval, corresponding data for 
France show a decline from 17 percent to 6 percent, and the average 
rate on Italian imports fell from 12 percent to 8 percent. 

For the United Kingdom, the statistical picture is somewhat ob- 
secured by the high British revenue duties on such items as liquor 
and tobacco. These levies, which are essentially consumption taxes, 
have been increased since the beginning of World War II. Exclusive 
of the revenue duties, however, the average British tariff rate has been 
reduced from 4 percent in fiscal 1938 to 2 percent in fiscal 1956. 

Belgium and Sweden already had comparatively low tariffs before 
the war. Nevertheless, these also have been significantly reduced— 
from 9 percent in 1937 to 514 percent in 1956 in the case of Sweden, 
and from 6 percent to 4 percent for Belgium-Luxembourg. 

These examples show that other industrial members of the GATT 
have kept reasonably well in step with the United States in reducing 
tariff barriers from their high prewar levels. Generally speaking, 
tariff schedules of underdeveloped countries have not been character- 
ized by similar reductions. Among such countries who are members 
of GATT, however, reciprocal concessions have certainly kept duties 
lower than would otherwise have been the case. © 

Following the war many foreign countries imposed quantitative 
restrictions on dollar goods for balance-of-payments reasons. Such 
quota restrictions had considerable effect on trade patterns. We 
agreed that quotas could be used as long as balance-of-payments prob- 
lems made them necessary. These financial problems deferred some of 
the benefits we obtain from tariff concessions, but this was inevitable 
as long as countries could not in any case pay dollars for more im- 
ports. There was full agreement by all parties, however, that quota 
restrictions should be relaxed and removed as rapidly as circum- 
stances permit, and this basic principle is written into the GATT. 

There has been very considerable progress in breaking down quotas 
on imports of our goods in recent years, particularly in Western Eu- 
rope. Today, for example, Belgium and the Netherlands impose vir- 
tually no restrictions on imports of dollar goods. Germany has vir- 
tually eliminated its quantitative restrictions. Sweden has freed 70 
percent of its private dollar imports from quota restrictions; Italy 72 
percent; Denmark 55 percent; Norway 86 percent. In fact, prac- 
tically all the countries of Western Europe have taken some steps to 
remove quotas on dollar imports. This development undoubtedly has 
played a part in the extremely favorable development of our Euro- 
pean trade in recent years. 
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When foreign countries are judging whether their payments posi- 
tion permits the relaxation of their controls on dollar imports, one 
factor in the calculation is their evaluation of United States com- 
mercial policies. If they think we intend to follow a basically co- 
operative trading policy, they feel they can more onreHe reduce or 
eliminate their restrictions. The passage of this bill could only give 
impetus to the movement toward Wberalveation of dollar trade, 


GATT AND OTC 


To digress a moment, you all know that the General Agreement on 
Tariffs and Trade plays an important role in the trade agreement 
picture. It embodies the basic provisions calling for multilateral, non- 
discriminatory international trade, and it provides a mechanism 
through which negotiations looking to reciprocal tariff reductions 
are carried out. 

To enable the GATT to perform its functions more efficiently and 
more effectively, the creation of an Organization for Trade Coopera- 
tion has been proposed. The administration, with my wholehearted 
support, has recommended to the Congress that the United States 
concur in this action. 

The OTC itself would in no way limit our freedom of action, nor 
would it impose any new obligations on us. Its chief function 
would be tomake GATT operations more efficient. 

Most of those who oppose GATT are those who have reservations 
about the reciprocal trade program itself, and who thus oppose 
GATT and any mechanism designed to make GATT operations more 
effective. If we agree that the reciprocal trade Be aig itself is 
essential, as I firmly believe, it follows that OTC is a desirable 
adjunct. 

i have already mentioned the Commerce Department’s new respon- 
sibilities in reciprocal trade matters. If OTC comes into being, its 
role in these matters—and that of businessmen sensdtal ty wil be 
further enhanced. Under the proposed bill authorizing United 
States membership in OTC, an advisory committee, chaired by the 
Secretary of Commerce and consisting of representatives of Ameri- 
can industry, tabor, agriculture, and the public, would be created to 
advice and consult with the United States chief representative on 
matters coming before OTC. And it is the President’s intention to 
appoint as our chief representative someone having wide and prac- 
tical business experience. 


ADMINISTRATION’S PROPOSALS ANALYZED 


We come now to the specific proposals contained in H. R. 10368. 
The committee has received a full analysis of the bill and is already 
familiar with its provisions. So I will be very brief. 

First, the administration proposes that the President’s authority 
to enter into trade agreements be extended for 5 years, from June 
30, 1958, through June 30, 1963. 

This extension is needed for the following reasons : 

In negotiating for reduction of impediments to United States 
exports, a better deal can be made if the negotiating country has 
confidence that our course will not be changed for at least 5 years. 
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Substantial commercial arrangements in the foreign trade field extend 
over a long time, and governments, as well as commercial concerns, 
are reluctant to make long-term commitments unless they have some 
assurance that other governments will maintain a consistent policy 
for a reasonable length of time. Experience shows that foreign trade 
may be adversely affected by uncertainty about the trading policies 
of important countries, including our own. 

As I have already explained, a 5-year renewal of negotiating au- 
thority is also necessary to enable us to help American industry and 
agriculture maintain and further develop their trade relationships 
with the European common market. It is important to American 
industry and agriculture that the new common market rates be as 
low as possible. 

The United States needs to undertake careful and exhaustive 
preparations and conduct detailed negotiations with the common 
market, and, in order to do so, the President must be provided with 
sufficient authority. 

The administration further proposes that additional authority be 
provided to reduce duties in carrying out trade agreements entered 
into between July 1, 1958, and July 1, 1963. This would consist of 
authority to reduce individual rates of duties to a point not below 
the lowest rate resulting from applying any 1 of the 3 following 
methods: 

(1) Reducing the rate to the level which would result from decreas- 
ing the July 1, 1958, rate by 5 successive annual reductions each equal 
to 5 percent of that rate. Under this method, the President would 
also be authorized to reduce a duty by this same total amount over a 
shorter period. However, 10 percent of the rate would be the maxi- 
mum reduction which normally could be put into effect for the first 
time in any 1 year. 

(2) Reducing the July 1, 1958, rate by not more than 3 percentage 
points ad valorem. Such reductions would also have to take effect. by 
stages over a period not exceeding 5 years. However, normally, no 
more than 1 percentage point could be put into effect for the first time 
in any 1 year. This alternative authority would be significant in the 
case of rates of less than 12 percent where 3 percentage points would 
be a larger reduction than the maximum reduction under the first 
method. 

(3) Reducing, as is presently authorized, an existing rate which is 
above 50 percent ad valorem down to 50 percent ad valorem. Here, too, 
reductions would have to be made gradually; not more than one-third 
of the total reduction could be put into effect for the first time in any 
1 year. This alternative authority would be significant in cases of 
rates over 6624 percent where it would permit a greater reduction than 
under the above first alternative method. 

The peril-point provisions of the present legislation are reaffirmed. 

The administration not only proposes that the peril-point and 
escape-clause procedures and other safeguards for American indus- 
try and labor in the present law be continued, but also that the safe- 
guards be strengthened. Specifically, it is proposed that the President 
be given greater authority to raise duties. This additional authority 
will be valuable in escape-clause cases. 
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The President would be authorized to raise duties as much as 50 
percent over the rates which existed on July 1, 1934. This represents 
a significant change from the present law. 

In escape-clause cases the President now has authority (1) to ter- 
minate the trade agreement concession, with the results that usually the 
rate established by the Tariff Act of 1930 then applies; or (2) to in- 
crease the duty by as much as 50 percent over the rate existing on Jan- 
uary 1, 1945. Since on many items the 1934 rates were substantially 
higher than the 1945 rates, this change would increase the extent to 
which duties on such items could be raised where necessary to avert 
serious injury to domestic industries. 

The administration also proposes that the law be amended to provide 
for more prompt and effective consideration of serious injury cases, 
under these circumstances : 

The Tariff Commission shall promptly institute an escape-clause in- 
vestigation if in the course of a peril-point investigation‘ it finds— 
with respect to an article on the list upon which a tariff concession has 
been granted—that an increase in the existing duty or additional im- 
port restrictions is required to avoid serious injury. 

Under present law, when the Tariff Commission finds that even the 
existing rate threatens injury, the President is required either (1) to 
negotiate to increase the rate to the point at which the risk is avoided 
or (2) to report later to Congress why he failed to do so. 

Experience has demonstrated that it is usually impracticable to 
negotiate increases. As a result, there is always a possibility that in 
such cases it may turn out that an escape clause action is later insti- 
tuted in order to give relief to the industry concerned. Meanwhile, 
several months might have elapsed. 

Under this new procedure, no time would be lost in the event the 
increase were not negotiated. Rather, the procedures of the escape 
clause would have been started immediately upon the peril-point find- 
ing. In many such cases—provided the escape-clause investigations 
do confirm the threat of serious injury—this automatic procedure 
would have the effect of saving months in any eventual granting of 
relief afforded the industry concerned. An industry genuinely de- 
serving relief should receive it without unnecessary delay. 


SOVIET ECONOMIC OFFENSIVE 


Up to this point I have been describing the bill itself and discuss- 
ing its economic implications. I would now like to comment briefly 
on another factor to which I alluded earlier—the relation of this 
program to our Nation’s security in the face of the Soviet threat. 

= me quote a statement made by Mr. Khrushchev on November 2, 
1957: 


We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States is not the ICBM, but in the field of peaceful 
production. We are relentless in this and it will prove the superiority of our 
system. 


Clearly, the Soviet Union is conducting an economic offensive 
against the free*world. Using combined programs of trade and aid, 
it is attempting to increase its influence in the free world and to lessen 
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ourown. Such a program, if successful, could seriously endanger our 
entire way of life. ; 

The Soviet Union is apparently convinced that trade is the most 
effective way to influence and win over the peoples of the world—more 
effective than sputniks, more effective than progress in rocketry, mis- 
siles, and armaments. The Russians may well be right. 

We would be ill-advised to underestimate the economic capacit; 
of the Soviet bloc to stage such an offensive, or the appeal whic 
Soviet offers may hold for other countries. 

The threat posed by the Soviets in the trade field is a real and a 
serious one. It would be doubly serious if, while the Soviets preach 
and practice expanded trade, we were to retreat from our program 
and were to weaken ourselves by self-imposed restrictions on trade. 

Stop trade, and the nations dependent on international exchanges 
will surely move away from us and toward the Communist world. 

Let me cite examples of Soviet trade moves which tend to increase 
their influence and prestige. 

In its trade drive Russia is pinpointing areas of political ferment 
and economic distress in the free world, with particular emphasis on 
the underdeveloped countries. Within the past few months the Soviet 
Union has, for example, offered to take wool from Uruguay and coffee 
from Colombia. It has offered in return both finished manufactures, 
including machinery, and such interesting items as petroleum. 

The U.S. S. R. is buying much Egyptian cotton, and in 1957 was 
Egypt’s most important customer. 

The Soviet pattern of offering to purchase basic commodities that 
have declined in price on world markets has been repeated in a num- 
ber of other countries—Burma, for rice, and Ceylon, for rubber, are 
examples. 

Paralleling these trade drives are Soviet programs under which 
attractive industrial installations are offered to underdeveloped coun- 
tries at what appear to be bargain terms. To mention only one, the 
Russians have agreed to provide a steel mill to India. 

These credits to finance imports from the Soviet Union help the 
Soviet Union develop economic ties that may become difficult to throw 
off. 

We need not meet the Soviet Union on every economic battlefield by 
offering to take commodities which are in adequate or surplus suppl 
in the United States and for which our import markets are limited. 
But the reciprocal trade agreements program is one of our strongest 
weapons with which to counteract their offensive. It does not in itself 
provide the complete answer to Soviet economic penetration, but it is 
absolutely indispensable in the sense that, without it, nothing else we 
do is likely to be very effective. 

If we do not demonstrate to the world that we support the continu- 
ing reduction of obstacles to free world trade, if our failure to take 
action weakens our friends to the point where they fall into economic 
dependence on the Soviet bloc, we will have lost a crucial battle in the 
epochal struggle of our era. 

As I hope I have demonstrated, in this program there is no conflict 
whatever between our economic well-being and our political necessi- 
ties. The wisdom of continuing the program, therefore, seems to me 
inescapable. 
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In my studies of these matters I have looked back to see what emi- 
nent men in our public life have said about reciprocal trade treaties. 
I was particularly impressed by Theodore Roosevelt’s statement, made 
in 1902, which I quote: 

It is greatly to be desired that such treaties may be adopted. They can be 
used to widen our markets and to give a greater field for the activities of our 
producers on the one hand, and on the other hand to secure in practical shape 
the lowering of duties when they are no longer needed for protection among our 
own people, or when the minimum of damage done may be disregarded for the 
sake of the maximum of good accomplished. 

Gentlemen, everything in life is a matter of degree. I said earlier 
that in this trade problem the only possible thing that can be done 
today in this country is to exhibit a little give and take and use a mod- 
erate approach. This is not something either black or white, and 
we shall lose as a nation if we insist on approaching it in these terms. 
The bill you are considering embodies the practical and moderate 
approach I advocate. 

n conclusion, may I leave with you the thought which I have empha- 
sized frequently today: Let those who advocate the defeat or weak- 
ening of the trade-agreements program count all the cost. 

Even though some of them may think they are shielding some busi- 
ness from some competition, their action, if successful, would jeopard- 
ize the job security of more than 414 million American workers whose 
living depends on world trade. Such a threat would be wrong at any 
time, even more so in a period of business downturn with larger than 
seasonal unemployment. 

The trade program will protect millions of American jobs. More 
trade will fiake more jobs. 

Because of all the reasons set forth today, I have every confidence 
that the urgently needed trade legislation will be adopted by the Con- 

ress. 

. Before I conclude, Mr. Chairman, I have one other chart I would 
like you to look at. This we call a block chart. These 2 blocks here 
totaling $19 billion, approximately, indicate what we have sold to the 
rest of the world in raw materials, processed goods, and finished manu- 
factures. Then we have sold approximately $7 billion of services to 
the rest of the world. So, we have sold goods and services, and this is 
last year, 1957, totaling approximately $26 billion. 

Over here, we have bought goods totaling $13 billion and services 
totaling approximately $5 billion, or against our sales of goods and 
services of 6 billion, we have bought $18 billion worth of goods and 
services. The account has been balanced very roughly by the cost of 
maintaining our Military Establishment overseas, which is $3 billion 
including what the personnel spend themselves. 

There is also the United States Government aid of slightly less than 
$3 billion and United States private investment of $3 billion. 

There is the world trade picture for 1957. The sale of goods and 
services is $26 billion and the purchase of goods and services is $18 
billion and it balances out in the manner I have just described. 
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Secretary Werks. I think that is all I have, Mr. Chairman, except 
to answer such questions as the members of the committee care to ask. 
May I first say that I have some small charts here that I have used 
during my presentation that I would like, if it is possible, to have in- 
serted in the record at the appropriate point, and I have some others 
that I will be glad to have distributed to the members of the committee. 
The Cuarrman. Do you have copies of those, Mr. Secretary, for the 
members of the committee or could you make them available? 

Secretary Weeks. Yes, and I will have them distributed. 

The Cuairman. Without objection, Mr. Secretary, these charts will 
appear in the record at the point to which you referred to each of 
them, if that meets with your approval. 

Mr. Secretary, you supplied the committee with a draft of section 350 
of the Tariff Act of 1930, and section 3 of the Trade Agreements Ex- 
tension Act of 1951, as they have been modified by the bills that we 
have been discussing. Without objection, I think it would be ap- 
prema that those modifications appear at this point in the record. 

(The document is as follows :) 


SEcTION 350 oF THE TariFF ACT OF 1930 AND SECTION 3 OF THE TRADE AGREEMENTS 
ExtTENSION Act oF 1951 as THEeyY Wounp Be Mopiriep BY THE Drart TRADE 
AGREEMENTS Extension Act or 1958, H. R. 10368; Atso H. R. 10369, H. R. 
10370 AND H. R. 10371 


[Deletions in black brackets, additions in italic in text] 
SECTION 350 OF THE TARIFF ACT OF 1930 


Spec. 350. (a) (1) For the purpose of expanding foreign markets for the prod- 
ucts of the United States (as a means of assisting in establishing and maintain- 
ing a better relationship among various branches of American agriculture, in- 
dustry, mining, and commerce) by regulating the admission of foreign goods into 
the United States in accordance with the characteristics and needs of various 
branches of American production so that foreign markets will be available to 
those branches of American production which require and are capable of de- 
veloping such outlets by affording corresponding market opportunities for foreign 
products in the United States, the President, whenever he finds as a fact that 
any existing duties or other import restrictions of the United States or any 
foreign country are unduly burdening and restricting the foreign trade of the 
United States and that the purpose above declared will be promoted by the 
means hereinafter specified, is authorized from time to time— 

(A) To enter into foreign trade agreements with foreign governments 
or instrumentalities thereof: Provided, That the enactment of the Trade 
Avreements Extension Act of 1955 shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the executive agree- 
ment known as the General Agreement on Tariffs and Trade. 

(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and 
for such minimum periods, of existing customs or excise treatment of any 
article covered by foreign trade agreements, as are required or appropriate 
to carry out any foreign trade agreement that the President has entered 
into hereunder. 

(2) No proclamation pursuant to paragraph (1) (B) of this subsection shall 
be made— 

(A) Increasing by more than 50 per centum any rate of duty existing on 
[January 1, 1945] July 1, 1934. 

(B) Transferring any article between the dutiable and free lists. 

(C) In order to carry out a foreign trade agreement entered into by the 
President before June 12, 1955, or with respect to which notice of intention 
to negotiate was published in the Federal Register on November 16, 1954, 
decreasing by more than 50 per centum any rate of duty existing on January 
1, 1945. 

(D) In order to carry out a foreign trade agreement entered into by the 
President on ar after June 12, 1955, and before July 1, 1958, decreasing (ex- 
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cept as provided in subparagraph (C) of this paragraph) any rate of 
below the lowest of the following rates: ee? " _“ 


‘at ) The rate 15 per centum below the rate existing on January 1, 


(ii) In the case of any article subject to an ad valorem rate of duty 
above 50 per centum (or a combination of ad valorem rates aggregating 
more than 50 per centum), the rate 50 per centum ad valorem (or a 
combination of ad valorem rates aggregating 50 per centum). In the 
case of any article subject to a specific rate of duty (or a combination 
of rates including a specific rate) the ad valorem equivalent of which 
has been determined by the President to have been above 50 per centum 
during a period determined by the President to be a representative 
period, the rate 50 per centum ad valorem or the rate (or a combina- 
tion of rates), however stated, the ad valorem equivalent of which 
the President determines would have been 50 per centum during such 
period. The standards of valuation contained in section 402 or 4024 
of this Act (as in effect, with respect to the article concerned, during the 
representative period) shall be utilized by the President, to the maxi- 
mum extent he finds such utilization practicable, in making the de- 
terminations under the preceding sentence. 

(2) In order to carry out a foreign trade agreement entered into by the 
President on or after July 1, 1958, decreasing any rate of duty below the 
lowest of the rates provided for in paragraph (4) (A) of this subsection. 

(3) (A) Subject to the provisions of subparagraphs (B) and (C) of this 
paragraph and of subparagraph (B) of paragraph (4) of this subsection, the 
provisions of any proclamation made under paragraph (1) (B) of this subsection, 
and the provisions of any proclamation of suspension under paragraph [[(4)] 
(5) of this subsection, shall be in effect from and after such time as is specified 
in the proclamation. 

(B) In the case of any decrease in duty to which paragraph (2) (D) of this 
subsection applies— 

(i) if the total amount of the decrease under the foreign trade agree- 
ment does not exceed 15 per centum of the rate existing on January 1, 
1955, the amount of decrease becoming initially effective at one time shall 
not exceed 5 per centum of the rate existing on January 1, 1955; 

(ii) except as provided in clause (i), not more than one-third of the 
total amount of the decrease under the foreign trade agreement shall be- 
come initially effective at one time; and 

(iii) no part of the decrease after the first part shall become initially 
effective until the immediately previous part shall have been in effect for 
a period or periods aggregating not less than one year. 

(C) No part of any decrease in duty to which the alternative specified in 
paragraph (2) (D) (i) of this subsection applies shall become initially effective 
after the expiration of the three-year period which begins on July 1, 1955. If any 
part of such decrease has become effective, then for purposes of this sub- 
paragraph any time thereafter during which such part of the decrease is not in 
effect by reason of legislation of the United States or action thereunder shall 
be excluded in determining when the three-year period expires. 

(D) If (in order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955) the President determines that such action 
will simplify the computation of the amount of duty imposed with respect to 
an article, he may exceed any limitation specified in paragraph (2) (C) or (D) 
or paragraph (4) (A) or (B) of this subsection or subparagraph (B) of this 
paragraph by not more than whichever of the following is lesser: 

(i) The difference between the limitation and the next lower whole num- 
ber, or 

(ii) One-half of 1 per centum ad valorem. 

In the case of a specific rate (or of a combination of rates which includes a 
specific rate), the one-half of 1 per centum specified in clause (ii) of the pre- 
ceding sentence shall be determined in the same manner as the ad valorem 
equivalent of rates not stated wholly in ad valorem terms is determined for the 
purposes of paragraph (2) (D) (ii) of this subsection. 

(4) (A) No proclamation pursuant to paragraph (1) (B) of this subsection 
shall be made, in order to carry out a foreign trade agreement entered into by 
the President on or after July 1, 1958, decreasing any rate of duty below the 
lowest of the following rates: 
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(i) The rate which would result from decreasing the rate ewisting on 
July 1, 1958, by five successive annual reductions, each equal to 5 per 
centum of such rate ewisting on July 1, 1958. Nothing in this subparagraph 
shall preclude a decrease in excess of 5 per centum of such rate from 
becoming initially effective at one time pursuant to subparagraph (B) (4) 
of this paragraph. 

(ii) Subject to paragraph (2) (B) of this subsection, the rate $3 per 
centum ad valorem below the rate existing om July 1, 1598. 

(iii) The rate 50 per centum ad valorem or, in the case of any article 
subject to a specific rate of duty or to a combination of rates including a 
specific rate, any rate (or combination of rates), however stated, the ad 
valorem equivalent of which has been determined as 50 per centum ad 
valorem. 

The provisions of clauses (ii) and (iii) of this subparagraph and of sub- 
paragraph (B) (ii) of this paragraph shall, in the case of any article subject 
to a combination of ad valorem rates of duty, apply to the aggregate of such 
rates; and, in the case of any article subject to a specific rate of duty or to a 
combination of rates including a specific rate, such provisions shall apply on 
the basis of the ad valorem equivalent of such rate or rates, during a repre- 
sentative period (whether or not such period includes July 1, 1958), determined in 
the same manner as the ad valorem equivalent of rates not stated wholly in ad 
valorem terms is determined for the purpose of paragraph (2) (D) (ii) of this 
subsection. 

(B) (i) In the case of any decrease in duty to which clause (i) of sub- 
paragraph (A) of this paragraph applies, such decrease shall become initially 
effective in not more than five annual stages, and no amount of decrease becom- 
ing initially effective at one time shall erceed 10 per centum of the rate of duty 
existing on July 1, 1958, or, in any case in which the rate has been increased 
since that date, exceed such 10 per centum or one-third of the total amount of 
the decrease under the foreign trade agreement, whichever is the greater. 

(ii) In the case of any decrease in duty to which clause (ii) of subparagraph 
(A) of this paragraph applies, such decrease shall become initially effective in 
not more than five annual stages, and no amount of decrease becoming initially 
effective at one time shall exceed 1 per centum ad valorem or, in any case in 
which the rate has been increased since July 1, 1958, exceed such 1 per centum 
or one-third of the total amount of the decrease under the foreign trade agree- 
ment, whichever is the greater. 

(iii) In the case of any decrease in duty to which clause (iii) of subparagraph 
(A) of this paragraph applies, such decrease shall become initially effective in 
not more than five annual stages, and no amount of decrease becoming initially 
effective at one time shall exceed one-third of the total amount of the decrease 
under the foreign trade agreement. 

(C) In the case of any decrease in duty to which subparagraph (A) of this 
paragraph applies, no part of a.decrease after the first part shall become initially 
effective (i) until the immediately previous part shall have been in effect for a 
period or periods aggregating not less than one year, nor (ii) after the first part 
shall have been in effect for a period or periods aggregating more than four years. 
If any part of a decrease has become effective, then any time thereafter during 
which such part of the decrease is not in effect by reason of legislation of the 
United States or action thereunder shall be excluded in determining when the 
four-year period expires. 

[(4)] (5) Subject to the provisions of section 5 of the Trade Agreements 
Extension Act of 1951 (19 U. S. C., sec. 1362), duties and other import restric- 
tions proclaimed pursuant to this section shall apply to articles the growth, 
produce, or manufacture of all foreign countries, whether imported directly or 
indirectly : Provided, That the President shall, as soon as practicable, suspend 
the application to articles the growth, produce, or manufacture of any country 
because of its discriminatory treatment of American commerce or because of 
other acts (including the operations of international cartels) or policies which 
in his opinion tend to defeat the! purpose of this section. 

£(5)] (6) The President may at any time terminate, in whole or in part, any 
proclamation made pursuant to this section. 

(b) Nothing in this section shall be construed to prevent the application, 
with respect to rates of duty established under this section pursuant to agree- 
ments with countries other than Cuba, of the provisions of the treaty of com- 
mercial reciprocity concluded between the United States and the Republic of 
Cuba on December 11, 1902, or to preclude giving effect to an [exclusive] 
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agreement with Cuba concluded under this section, modifying the existing pre- 
ferential customs treatment of any article the growth, produce, or manufacture 
of Cuba. Nothing in this Act shall be construed to preclude the application to 
any product of Cuba (including products preferentially free of duty) of a rate 
of duty not higher than the rate applicable to the like products of other foreign 
countries (except the Philippines), whether or not the application of such 
rate involves any preferential customs treatment. No rate of duty on products 
of Cuba shall be decreased— 

(1) In order to carry out a foreign trade agreement entered into by the Presi- 
dent before June 12, 1955, by more than 50 per centum of the rate of duty exist- 
ing on January 1, 1945, with respect to products of Cuba. 

(2) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, below the applicable alternative specified in 
subsection (a) (2) (C) or (D) or (4) (A) (subject to the applicable provisions 
of subsection (a) (3) (B), (C), and (D) and (4) (B) and (C)), each such 
alternative to be read for the purposes of this paragraph as relating to the rate 
of duty applicable to products of Cuba. With respect to products of Cuba, the 
limitation of subsection (a) (2) (D) (ii) or (4) (A) (iii) may be exceeded 
to such extent as may be required to maintain an absolute margin of preference 
to which such products are entitled. 

(c) (1) As used in this section, the term “duties and other import restric- 
tions” includes (A) rate and form of import duties and classification of articles, 
and (B) limitations, prohibitions, charges, and exactions other than duties, im- 
posed on importation or imposed for the regulation of imports. 

(2) For purposes of this section— 

(A) Except as provided in subsection (d), the terms “ewvisting on July 1, 
1934”, “existing on January 1, 1945” [and] “existing on January 1, 1955”, 
and “existing on July 1, 1958” refer to rates of duty (however established, 
and even though temporarily suspended by Act of Congress or otherwise) 
existing on the date specified, except rates in effect by reason of action 
taken pursuant to section 5 of the Trade Agreements Extension Act of 1951 
(19 U. S. C., sec. 1362). 

(B) The term “existing’’ without the specification of any date, when used 
with respect to any matter relating to the conclusion of, or proclamation 
to carry out, a foreign trade agreement, means existing on the day on 
which that trade agreement is entered into. 

(d) (1) When any rate of duty has been increased or decreased for the dura- 
tion of war or an emergency, by agreement or otherwise, any further increase 
or decrease shall be computed upon the basis of the post war or post emergency 
rate carried in such agreement or otherwise. 

(2) Where under a foreign trade agreement the United States has reserved 
the unqualified right to withdraw or modify, after the termination of war or 
an emergency, a rate on a specific commodity, the rate on such commodity to 
be considered as “existing on January 1, 1945” for the purpose of this section 
shall be the rate which would have existed if the agreement had not been 
entered into. 

(3) No proclamation shall be made pursuant to this section for the purpose 
of carrying out any foreign trade agreement the proclamation with respect to 
which has been terminated in whole by the President prior to the date this 
subsection is enacted. 

(e) (1) The President shall submit to the Congress an annual report on the 
operation of the trade agreements program, including information regarding 
new negotiations, modifications made in duties and import restrictions of the 
United States, reciprocal concessions obtained, modifications of existing trade 
agreements in order to effectuate more fully the purposes of the trade agree- 
ments legislation (including the incorporation therein of escape clauses), and 
other information relating to that program and to the agreements entered into 
thereunder. 

(2) The Tariff Commission shall at all times keep informed concerning the 
operation and effect of provisions relating to duties or other import restrictions 
of the United States contained in trade agreements heretofore or hereafter 
entered into by the President under the authority of this section. The Tariff 
Commission, at least once a year, shall submit to the Congress a factual report 
on the operation of the trade-agreements program. 
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SECTION 3 OF THE TRADE AGREEMENTS EXTENSION ACT OF 1951 


Sxc. 3. (a) Before entering into negotiations concerning any proposed foreign 
trade agreement under section 350 of the Tariff Act of 1930, as amended, the 
President shall furnish the United States Tariff Commission (hereinafter in 
this Act referred to as the “Commission”) with a list of all articles imported 
into the United States to be considered for possible modification of duties 
and other import restrictions, imposition of additional import restrictions, or 
continuance of existing customs or excise treatment. Upon receipt of such list 
the Commission shall make an investigation and report to the President the 
findings of the Commission with respect to each such article as to (1) the limit 
to which such modification, imposition, or continuance may be extended in order 
to carry out the purpose of such section 350 without causing or threatening 
serious injury to the domestic industry producing like or directly competitive 
articles; and (2) if increases in duties or additional import restrictions are 
required to avoid serious injury to the domestic industry producing like or 
directly competitive articles the minimum increases in duties or additional 
import restrictions required. Such report shall be made by the Commission to 
the President not later than 120 days after the receipt of such list by the 
Commission. No such foreign trade agreement shall bé entered into until the 
Commission has made its report to the President or until the expiration of the 
120-day period. 

(b) In the course of any investigation pursuant to this section the Commis- 
sion shall hold hearings and give reasonable public notice thereof, and shall 
afford reasonable opportunity for parties interested to be present, to produce 
evidence, and to be heard at such hearings. Jf in the course of any such in- 
vestigation the Commission shall find with respect to any article on the list 
upon which a tariff concession has been granted that am increase in duty or 
additional import restriction is required to avoid serious injury to the domestic 
industry producing like or directly competitive articles, the Commission shall 
promptly institute an investigation with respect to that article pursuant to 
section 7 of this Act. 

(c) Section 4 of the Act entitled “An Act to amend the Tariff Act of 1930”, 
approved June 12, 1934, as amended (19 U. S. C., sec. 1854), is hereby amended 
by striking out the matter following the semicolon and inserting in lieu 
thereof the following: “and before concluding such agreement the President shall 
request the Tariff Commission to make the investigation and report provided 
for by section 3 of the Trade Agreements Pxtension Act of 1951, and shall seek 
information and advice with respect to such agreements from the Departments 
of State, Agriculture, Commerce, and Defense, and from such other sources as 
he may deem appropriate.” 


The Cuarrman. Also, Mr. Kean put some very penetrating ques- 
tions about the trade agreements program to you in his letter of Jan- 
uary 29, to which you responded in your letter of February 3. 

Without objection, I would like for those questions and answers 
to appear at this point in the record, also. 

(The information is as follows :) 


HovsE OF REPRESENTATIVES, 


Washington, D. C., January 29, 1958. 
Hon. Srnciarr WEEKS, 


Chairman, Trade Policy Committee, 
Washington, D. C. 
Dear Mr. Seoretary : There seems to be much misunderstanding with reference 
to the President’s recommendation for extension of the trade-agreements pro- 


gram. I would, therefore, appreciate it if you would answer the following 19 
questions : 


1. What is the Trade Agreements Act? 

2. What are the administration’s present proposals for trade-agreements 
legislation? 

3. Why is it desirable to allow additional authority to reduce American 
tariffs up to 5 percent a year over a 5-year period? 

4. te all our tariffs then be cut 5 percent a year over this 5-year 
period? 

5. Why is an extension of 5 years, rather than 3 years, necessary? 
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6. If the Trade Agreements Act is extended, what would safeguard our 
industry? 

7. Why is the President permitted to reject Tariff Commission recom- 
mendations in escape-clause cases? 

8. Would there be other safeguards for American interests? 

9. What trade agreements have been concluded under the present act? 

10. What is the GATT? 
eae what authority has the administration participated in the 

12. Wouldn’t the GATT prevent congressional action if imports flooded 
the country? 

13. If we raise a tariff rate because of injury to a domestic industry, 
could the GATT require us to reduce other rates to the injury of other 
industries? 

14. What results have been obtained from GATT? 

15. Can the GATT tie the hands of Congress in matters of trade legis- 
lation? 

16. Isn’t out tariff already about the lowest in the world? 

17. How do trade agreements affect the economic interests of the United 
States? 

18. Is foreign trade important to the United States economy? 

19. Do trade agreements affect the security and foreign policy of the 
United States? 

With best wishes, I am, 

Very truly yours, 

Ropert W. KEAN, 


THE SECRETARY OF COMMERCE, 
Washington, D.C., February 3, 1958. 
Hon. RoBert W. KEAN, 
House of Representatives, 
Washington, D.C. 

Dear Mr. KEAN: In response to your letter of January 29, I appreciate the 
opportunity to present the answers to your questions regarding the trade 
agreements program. You undoubtedly know that the recently: constituted 
Trade Policy Committee has the responsibility for advising the President on 
foreign trade decisions. Our philosophy and operational procedures are, I be- 
lieve, spelled out in the following answers. 


1. What is the trade-agreements program? 


This is the program begun in 1934—and now in need of extension by the Con- 
gress—to promote the expansion of markets for the products of American farms 
and factories. Under this program authorized by the Congress, the President 
obtains reductions in foreign tariffs against our exports in return for the 
reciprocal lowering of our own tariffs. This encourages similar tariff-reducing 
negotiations between other countries. By this means, world trade is expanded, 
with many benefits for all the cooperating countries. 


2. How important is world trade to our economic well-being? 


All Americans share in the benefits of world trade. The production of the 
goods that our industry and agriculture sell abroad creates many jobs for 
American workers who, in turn, buy things produced by other Americans. Em- 
ployment opportunities are also expanded by the handling and processing of im- 
ported goods, especially the imported raw materials that are essential to many 
industries. In addition to the higher levels of income that international trade 
makes possible for our people, consumers gain from the wider variety of goods 
made available, by imports, to American consumers. 

Farmers depend greatly on foreign sales. In 1956, one-fifth of United States 
eropland produced for foreign markets. About 11 percent of our total farm 
production is exported each year. Export sales, which are of critical importance 
for some farm commodities, absorb over a third of the wheat and rice crops, 
nearly a third of the tobacco and the fat and oil production, and a seventh of 
our cotton output. 

Imports of materials in raw or semiprocessed form accounted for 60 percent 
of total 1956 imports of $12.6 billion. The United States is self-sufficient in 
only 9 of the 39 minerals vital to our industries. Over 40 imported materials, 
for example, from a dozen free-world countries are used to make our telephones. 
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Also, our newspapers rely on imports for about three-fourths of their paper. 
Imports, moreover, are our only source of coffee, tea, cocoa, chocolate, tapioca, 
and Brazil or cashew nuts. Foreign trade also supplies an important part of 
our consumption of other foods, such as sugar, spices, olives, lobsters, and 
bananas. 

Export sales to other countries totaled $17.2 billion in 1956. This amounted 
to about 5.7 percent of the Nation’s total output of goods and services. Im- 
portant segments of our industry are particularly dependent on export markets. 
In recent years we exported between one-fifth and one-third of our civilian air- 
craft, railroad cars, construction and mining equipment, textile machinery, sew- 
ing machines, and steel and rolling mill machinery. We exported 19 percent of 
our motortrucks and buses, 16 percent of our diesel engines, 14 percent of our 
agricultural machinery and equipment, 14 percent of our coal, and 11 percent 
of our machine tools. 

Job opportunities for Americans are thus created by international trade. 
Some 4.5 million workers owe their jobs directly to foreign trade. This is about 
7 percent of our total employed labor force. Foreign trade creates a job for 1 
out of every 14 American workers. It provides as much direct employment 
as the automobile, chemical, steel, and textile industries combined. Less for- 
eign trade would mean fewer jobs in the production of automobiles, telephones, 
TV sets, household appliances, and farm tools, Less foreign trade would mean 
fewer job. opportunities for laborers, salesmen, advertisers, stenographers, ac- 
countants, bookkeepers, engineers, machinists, and others. 


8. How does the trade-agreements program serve these American economic in- 
terests? 


Reciprocal trade agreements have, since 1934, reduced barriers to mutually 
beneficial world trade This is a well-tested way to promote the sound two-way 
trade that assures widening opportunities to American industries to participate 
in world markets, and allows foreign nations the opportunity to earn the dollars 
to pay for the goods we sell. 


4. What does foreign trade, and the Trade Agreements Act, mean to the security 
of the United States? 


International trade is vital to the economic health and future growth of many 
free-world nations. Their economic vigor is most important for both their 
military strength and their political stability. This is especially true for the 
San rae countries which comprise a large and important area of the 
world. 

The reduction of trade barriers within the free world facilitates the develop- 
ment of expanding markets for these countries that are so vitally dependent on 
trade. Our trade-agreements program, by the actions we take and the leader- 
ship we exercise, makes a significant contribution to this end. 

A more direct threat to our security now makes the trade program even more 
important. An economic offensive has been hurled against the free nations by 
the Communist leaders. Through programs of trade and aid, the Soviet Union 
is making intensive efforts to divide the free world, to detach them one by one 
and draw them into the orbit of Communist influence. It is offering to import 
the surpluses of underdeveloped countries and is thus seeking to exploit the 
trade difficulties of the free world and to tie those countries to the Soviet bloc. 

The trade-agreements program can help the United States to play a decisive 
role in protecting and strengthening both itself and the free world against the 
Communist threat. 


5. What are the administration’s proposals for continuing this program? 


(a) To extend the reciprocal trade agreements authority for a minimum of 
5 additional years beyond June 30, 1958. 

(b) To authorize the President to lower tariffs on a gradual and selective 
basis in return for equivalent trade benefits from other countries. The principal 
een would allow tariff reductions up to 5 percent a year over a 5-year 
period. 

(c) To improve the safeguards for domestic industries. 


6. Would all our tariffs be cut under the proposed legislation? 


No. The reduction of tariffs is made on a highly selective basis after study 
by the Tariff Commission and the executive branch as to whether reductions in 
tariffs would threaten injury to particular industries. We would reduce our 
tariffs only when that can be done without threatening serious injury to our 
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producers, and only in return for reductions by other countries in their tariffs 
on our exports. 


7. Why is authority needed to reduce tariffs up to 5 percent a year over a 5-year 
period? 

The President needs adequate tariff-reduction authority to promote the further 
expansion of our export trade through reciprocal tariff negotiations. Authoriza- 
tion to lower tariffs up to 5 percent a year over a 5-year period would constitute 
adequate authority for this purpose. Less authority might well prevent our 
Government from obtaining important concessions from other countries. 

The proposed authority, of course, would be used selectively and would be 
subject to all the safeguards of the trade agreements legislation. 


8. Why is an extension of 5 years rather than 3 years necessary? 

A 5-year extension is needed to provide essential continuity in our trade 
relations with other free nations. Moreover, a minimum of 5 years is needed 
in order to prepare for and carry through negotiations with the new European 
Common Market. The countries involved, constituting a market of over 160 
million people, will ultimately have uniform tariffs against imports from out- 
side countries. The first steps toward establishment of this common tariff will 
become effective sometime between 3% and 4% years from the renewal date 
of our trade agreements legislation. During this period there must be thorough- 
going preparations by the executive branch, based on a grant of adequate au- 
thority by Congress, and this must be followed by careful negotiations. These 
preparations and negotiations cannot be carried through unless the legislation 
is extended for a minimum of 5 years. 


9. How are the interests of domestic industries safeguarded? 

In addition to the fact that tariff reductions are made only selectively and 
gradually, there are several specific safeguards: 

(a) Before the tariff on any item is negotiated downward, the United States 
Tariff Commission determines the minimum tariff—the so-called peril point— 
that can be established without serious injury to the domestic industry. The 
administration proposes that an immediate escape-clause investigation be insti- 
tuted whenever the Tariff Commission finds a peril point to be higher than the 
existing tariff. This improvement makes possible more expeditious relief than 
under present law. 

(b) When the Tariff Commission finds that imports are threatening serious 
injury to a domestic industry, the escape clause of the trade agreements legis- 
lation allows the President to raise tariffs that have been reduced. The ad- 
ministration’s proposed extension of this legislation would increase the level 
to which the President could raise duties in these cases. 

(c) The President may limit imports that threaten to impair the national 
security. 

(d) In the case of agricultural commodities, the President may limit imports 
that interfere with our domestic agricultural programs. 


10. What is the Trade Policy Committee? 

The President recently established the Trade Policy Committee to assist him 
in the administration of the reciprocal trade program and to advise him on 
trade matters, including escape-clause cases. The Committee is chaired by the 
Secretary of Commerce and includes the Secretaries of State, Treasury, Defense, 
Interior, Agriculture, and Labor. 


11. Why can the President reject Tariff Commission recommendations in escape- 
clause cases? 

The Tariff Commission considers only the question of injury to a domestic 
industry. It does not consider the need for maintaining export markets, the 
needs of American consumers, or the necessities of national security and foreign 
policy. The President must consider all the factors affecting the security and 
well-being of all Americans. The Commission makes findings on a particular 
tariffs impact upon a particular industry; the President considers both this 
and the national interest in arriving at his decision. 


12. What is the General Agreement on Tariffs and Trade (GATT) and by what 
authority does the President enter into the GATT? 
The General Agreement on Tariffs and Trade (GATT) is an agreement under 


which 37 countries work together to expand world trade on a mutually bene- 
ficial basis. 
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The Trade Agreements Act, first enacted in 1934, authorizes the President to 
enter into trade agreements with other countries in order to expand export 
markets for United States products. By this authority the President in 1947 
entered into the GATT which combines in one agreement the principal features 
of our trade agreements previously negotiated with 29 countries. 

The administration, on the basis of experience with trade agreements negoti- 
ated under the Trade Agreements Act between 1934 and 1947, came to the 
conclusion that combining our many trade agreements into a single general 
agreement would be a more businesslike and efficient procedure. This pro- 
cedure also offered the prospect—now clearly realized—that the United States 
could obtain greater benefits for our export trade through negotiations with 
many of our trading partners at one time. 

18. Does the GATT tie the hands of Congress? 

No. Congress retains its authority to legislate increased tariffs or any other 
restrictions on imports at any time. In addition, the GATT takes account of 
the safeguards for our domestic industries. 

14. What has been accomplished through the GATT? 

(a) The reduction of tariffs on products accounting for approximately half 
of world trade, thereby contributing greatly to the healthy development of 
international trade. 

(0) The reduction or elimination of import quotas and other nontariff barriers, 
especially those against American exports. 

(c) The reduction and elimination of many international trade disputes and 
complaints among trading countries. 

15. Isn’t our tariff already about the lowest in the world? 

Specialists generally consider our tariff to be midway between the tariffs of 
high- and low-duty countries. The relative position of our tariff, however, is 
not materially changed by trade agreements because reductions under the 
trade agreements program require approximately equivalent reductions in the 
tariffs of other countries. 

Sincerely yours, 
(Signed) SrncLarmm WEEKs, 
Secretary of Commerce. 

The Cuarrman. I want to compliment Mr, Kean upon raising these 
questions and you upon the answers which you gave to the questions. 

Mr. Secretary, we thank you, sir, for the very fine and lucid state- 
ment that you have made in support of these bills, setting forth the 
administration’s position as to why a 5-year extension is deemed 
advisable at this time. 

I have some questions but I will defer to other members of the com- 
mittee and I will ask you some questions later. ; 

Are there any questions by members of the committee? 

Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Chairman, I have a few now and I may have a 
few later on. 

Mr. Secretary, I have to agree that your statement shows the result 
of a great deal of work by a number o pes ga and I am not prepared 
to ask questions on all of it, but I will ask you some now and I hope 
to ask you further questions at a later time. 

May I first of all refer to this last statement which you showed, this 
last chart? Of the goods that were sold in the United States from 
abroad, what amount of it was dutiable ? ; 

Secretary Werks. What amount of the total was dutiable, you 
mean ? 

Mr. Srupson. Yes. ' 

Secretary Werks. In this chart, if you will look at the bottom of 
the chart, you will see $314 billion of imports of finished manufac- 
tured goods and the dutiable part of that block, as the chart indicated, 
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was slightly over $2 billion. On the $9,700 million, which covers food- 
stuffs, crude materials, and semimanufacturers. I do not know if we 
have the figures on that. Roughly, about 50 percent paid duty and 
the other half did not. oe , 

Mr. Stmpson. We do not have that. figure any closer than that, 
as to the amount of goods that were imported into our country on 
which duty was paid? Am I not correct. when I say that the reci 
rocal trade authority, to make further cuts, would apply only to the 
goods upon which we now receive a duty ¢ 

Secretary Weeks. That is correct. 

Mr. Srupson. So I am trying to get the area to which this reci 
rocal trade act would diate it would seem to me that that is basic 
to our thinking. 

Secretary Weeks. Mr. Simpson, this is just the reason why T had 
this chart made pertaining only to the dutiable imports in finished 
manufactures. It has seemed to me that in the area of manufactures 
is where protection or nonprotection is significant. So, in the field 
of finished manufactures, you will note thatthe dutiable imports last 
year were slightly over $2 billion, of a total of $314 billion. 

Mr. Srpson. That is not an answer to my question. My question 
is: On what goods which are imported have we received duty and 
how much duty have we received ? 

Mr. Secretary, I am correct, ami I not, that the Reciprocal Trade 
Agreements Act, so far as authority to cut duties in the future is 
concerned, will apply only to areas where, we now have duties? 

Secretary Weeks. That is correct. 

Mr. Smoupson. And so, I want to know how many dollars are in- 
volved in that area. 

Secretary Weeks. In 1956, the dutiable goods totaled $6,270 mil- 
lion, and there were duties collected of $736 million. 

r. Stmpson. The dutiable goods in 1956 were $6.2 billion, and 
so our authority to cut tariffs in the future is limited to that area ? 

Secretary Weeks. Yes, sir. 

Mr. Srupson. Now, again referring to this chart, the block chart, 
the goods that come from abroad and the travel and so on is made up 
of — many dollars’ worth of goods upon which there is no duty 
paid 

Secretary Weexs. Your question relates to the goods that come 
from abroad ? 

Mr. Stmupson. That we import, upon which there is no duty col- 
lected. We collected on $6.2 billion, and how much came in upon 
which we didn’t collect any duty ? 

Secretary Weeks. A total of $6,219 million. 

Mr. Stwrpson. In what year? 

Secretary Werks. In 1956. 

Mr. Srupson. So that upon our foreign trade, which comes in, we 
collect duty on about half of it? 

Secretary Weeks. About half of it; yes, sir. 

Mr. Srupson. In what areas is our unemployment principally lo- 
cated today ? 

In what areas in this country do we have the most unemployment? 

Secretary Weexs. Well, I do not know that I can answer that ques- 
tion categorically. On the last godown in our January estimates, we 
have 414 million unemployed, and I would say, with the general slow- 
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ing up of business recently that that would not only represent an in- 
crease in unemployment resulting from December to January nor- 
mally but it would also run pretty well across the board of industry. 
But I have no figures to:support that statement, Mr. Simpson. 

Mr. Srwpson. You mean that the Department of Commerce doesn’t 
know in what areas we have most of our unemployment today, such 
as textiles for example? Isn’t there considerable unemployment 
there 

Secretary Weeks. Ido not carry the figures in my mind. 

Mr. Stmpson. I wonder if one of your experts has that? 

Secretary Werks. I think that we can assemble figures for you. 

Mr. Srmpson. I have a chart that someone gave me from your of- 
fice and it shows the number, but it doesn’t show where they are 
divided. 

Secretary Wrerxs. May I read from our statement of February 11, 
the combined unemployment and employment releases ? 

Further reductions in the: workweek accompanied the rise in unemployment. 
Sharpest cuts were in the electrical machinery, automobile, and textile industries. 

Mr. Sturvson. That'is the sharpest increase ? 

Secretary Weeks. The sharpest cuts in employment. 

Mr. Stmpson. That was on a monthly basis, but do you have the 
totals? 

Secretary Weeks, That is oh a monthly basis. 

Mr. Srmpson. But I'am trying to find out the overall picture, if I 
can, in what areas we have the most chronic unemployment. 

Secretary Weeks. [ shall have to submit the figures for you for the 
record, if you want them. 

Mr. Srupson. Would you do that please at this point in the record ? 

The CuarrmMan. Without objection, that will be done. 

(The information referred to is on file with committee. 

Mr. Srupson. Referring to this chart where you show 3% billion 
United States imports of finished manufactures, can you tell me what 
proportion of that is the one item of newsprint ? 

Secretary Werks. You want to know what was imported in the 
area of newsprint ? 

Mr. Srmpson. Yes, sir. 

Secretary Werks. This is in 1956, $688 million. 

Mr. Srupson. Out of the $31, billion ? 

Secretary Werks. Yes, out of the $314 billion. 

Mr. Srupson. Mr. Weeks, is it your intention to have an extension 
or approval of GATT and OTC included in the bill before us? 

Secretary Weeks. OTC is in a separate bill that is presently before 
the Congress, and it was introduced and was before you last year. As 
far as GATT is concerned, there is no provision in the bill. In the 

resent legislation, as you know, Congress has a disclaimer as far as 

ATT is concerned. 

Mr. Srupson. Do you intend to seek approval of GATT by the Con- 

s? 

Secretary Werks. As far as the administration is concerned, if the 
attitude of the Congress is as it was or as it is in present legislation, 
that is satisfactory. I should strenuously oppose any proposal to limit 
our ability to participate in GATT setup, because I feel very strongly 
and I am prepared to try to convince the members of the committee and 
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the Congress that if we are going to do this reciprocal trading we had 
better use the best tools available, and this is one of them. 

Mr. Sumpson. You mean you don’t think that Congress should have 
the right to say we should go into GATT or should not ? 

Secretary Weeks. I do not say that by any means. If the Congress 
says we can go in, that is all right. If they enter a disclaimer as they 
did in the last passage of the legislation, that is all right. 

Mr. Sumpson. Would you approve that ? 

I am trying to get out some amendments pretty soon and I won- 
dered if that would be one that you would agree to. 

Secretary Weexs. Do you mean similar to the one in the present 
legislation ¢ 

r. Stimpson. That we amend this bill that this shall neither be 
approval nor disapproval of GATT. 

ecretary .Weexs. I am satisfied with that. I would rather have 
your approval, naturally, but as long as we can participate in the 
GATT method of doing this business, I am satisfied. 

Mr. Srmpson. Well, we will be talking about amendments for some 
time to this bill, and do you recommend that as an amendment, that 
we write a disclaimer with respect to GATT ? 

Secretary Weeks. No. If I were to recommend an amendment, I 
would recommend an amendment approving GATT. 

Mr. Stmpson. Will you object to an amendment which disclaims 
approval of GATT, as we have had in existing law? 

ecretary Weeks. No, sir. 

Mr. Simpson. That is the same thing as being neutral ? 

Secretary Weeks. Yes, sir. 

Mr. Sumpson. And with respect to OTC, you are insistent on that 
one, though ? 

Secretary Weexs. As I pointed out, that is in another bill, and I 
would hope if the reciprocal trade program goes along as we hope 
it will, the OTC bill may go along with it. 

Mr. Smopson. Mr. W ale. I am interested in this new job that you 
have as Chairman of the President’s Committee to advise him as to 
what he should do with respect to trade matters. Do you consider this 
an improvement over the present situation ? 

Secretary Werks. I do. 

Mr. Sruupson. Who has been at fault up to the present time—the 
Department of State ? 

ecretary Weeks. I do not say that anyone has been at fault. Since 
I have been Secretary of Commerce, being the representative, so to 
speak, of the business interests of the country, I have been interested 
in having the Department of Commerce increasingly active in this 
field of reciprocal trading. This isone of the results. 

In all of these things you improve the operation from year to year 
by experience, and I think the introduction of Commerce into this 
matter is a penithy thing. 

Mr. Stmprson As you become more active, the Department of State 


becomes less active. 

Secretary Weeks. I think it is fair to say that one of these two De- 
partments of the Government is, by its very nature, such that it must 
give first attention to the foreign policy aspects of this picture, and 
the other must give its first attention to the business interests. 
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Mr. Simpson. Just as one man to another, is this not an admission 
that the Department of State has made a mess out of this? Congress 
is very unhappy about the picture, and this is to get the matter out 
of the Department of State’s hands and let Commerce, which is sup- 
posedly closer to American businessmen, make a front from now on? 

Secretary WeeKs. You could hardly expect me to agree to any such 
admission, in the first place; and, secondly, I deny categorically that 
the Commerce Department is.a front for anybody. 

Mr. Stmpson. Do you have any real authority in this matter, telling 
the President what to do? 

Secretary Weeks. Yes, sir; 1 think I do. 

Mr. Srmpson. Do you mean that the President will follow your 
recommendations ? 

Secretary Werks. I always hope he will. He does not always do 
it, but I always hope he will. 

Mr. Stimpson. But you feel that the Department of State has created 
a situation which has required the intervention of the Department of 
Commerce in order properly to protect American business interests ? 

Secretary Werks I feel, Mr. Simpson, that long experience has 
brought about a unanimous feeling in State and Commerce and in the 
administration generally that this is, we all hope, an improvement in 
the manner in which this business is operated. 

May I say additionally that in every one of these moves the State 
Department has completely agreed. It has all been done by agreement. 

Mr. Sumpson. Enthusiastic agreement ? 

Secretary Werks. Yes, sir. 

Mr. Srupson. Have you been holding meetings of your group ? 

Secretary Weeks. Yes; we have, Mr. Simpson. 

Mr. Srtmpson. Has it made recommendations yet with respect to 
these matters ? 

Secretary Weeks. We have not yet passed over our first recommen- 
dations. This action is due any minute. 

Mr. Srmpson. I want to touch briefly on this European customs 
union which is being created or has been created. I am advised that 
this will tend toward eliminating duties, but they will set up new 
duties with respect to new tariffs, with respect to imports. 

My question is this: Do you seek authority to give us a bargainin 
power with respect to bringing about reductions or eliminations o 
proposed tariffs which they would impose, presumably, unless we 
negotiated with them for lower rates? Is that right 

Secretary Werks. I think, if I may put it this way, this will work 
in this way: 

There are 6 nations who have agreed to eliminate tariffs as between 
their own counties, so that there is a free-trade area with 6 countries 
involved. 

Mr. Stwpson. Why did they do that? 

Secretary Werks. They have determined that this will make for a 
stronger Europe and is in line with all the other joint activities that 
have come about. 

Mr. Stmpson. It is to build up their own manufacturing, their own 
businesses. Is that right? 

Secretary Weexs. It isto make a stronger Europe. 
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Mr. Suwpson. Is this a correct answer : To build up their own manu- 
facturing business ? 

Secretary Weerxs. I think that is obviously one of the proposals, 
But they have been moving toward this grouping together ever since 
the last World War, and this is one of the steps in the program. 

If I may continue: After this has been accomplished, they will 
average out rates on imports coming into the common market from 
other countries. Obviously, this will constitute problems to those 
nations that trade with them, ourselves included. 

As I pointed out, we have a better than $3-billion market. One- 
sixth of our exports go to this particular grouping of countries. When 
these rates are averaged out, we may have very high rates here and 
low rates there among the six countries, and you strike an average. 

If our imports, we will say, have mostly gone into the low-rate 
members of the grouping and now we have an average tariff that is 
higher, then it is pretty essential that we be in a position to bargain 
collectively on what happens. On the other hand, if our imports that 
go into the high-rate countries in this grouping average down to a 
lower duty, then we are benefited accordingly. . 

But in all this process we should be on the field with a team ready 
to protect the interests of this country, bearing in mind, as I say, 
that a sixth of our whole export business goes into these six countries. 

Mr. Smreson. A sixth of our export business goes into those coun- 
tries today because we have, under the reciprocal-trade-agreement pro- 
gram, been making acceptable bargains with those countries for a 
good many years. We have reduced our rates with respect to those 
individual countries, and they have reduced theirs, so that we have 
a market there, and we have paid them for those reductions. Is that 
not correct? 

Secretary Werxs. We have given concessions where we have gotten 
concessions. 

Mr. Suwpson. What. you are telling me now, I believe, is that they 
are now going to raise those rates by striking an average. 

Secretary Wrrxs. Some will be raised ; some will be lowered. 

Mr. Srwpson. If I understand, you propose thet we now make new 
concessions to them in order to get the very countries with whom we 
today have a low rate to cut theirs again. 

Secretary Wrrxs. I do not say specifically that we should do any- 
thing. I say that when this process comes into being, we ought to 
in position with a team on the field, ready to protect our interests. 

Mr. Srupson. How would we protect them by making concessions? 
Concessions for what? for a new rate that they propose ? 

Secretary Weerxs. I do not say categorica'ly that we are going to 
make further concessions, but I say we do not want to come out of 
the situation in any worse shape than we are in today, as far as the indi- 
vidual countries are concerned. Wedo not want to come out of the 
grouping any worse off than we are now. It we can come out better, 
so much the better. 

Mr. Srupson. Do you disagree with permitting Congress to have 
the final word with respect to recommendations by the Tariff Com- 
mission under the escape clause that relief is indicated ¢ 

Secretary Weeks. Yes; Ido. I prefer to see it kept as it is. 

Mr. Srupson. You prefer that. Are you referring now to the pres- 
ent occupant of the White House or any occupant ? 
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Secretary Werks. I am referring to the power of the President. 

Mr. Stmpson. Any President? 

Secretary Weeks. Any President. 

Mr. Stupson. Any Secretary of Commerce? 

Secretary Werxs. Anyone who occupies the office during the next 
few years. 

Mr. Srtmpson. Mr. Secretary, you are an honest man always. You 
know that there are personalities that come into these matters which 
must be recognized, as I know you do. There are gentlemen on the 
other side of this aisle that feel toward you, I am sure, just as I have 
felt toward some of your predecessors. I respect their opinions, and 
I am sure they respect mine. 

But throughout all this, there has always been the House of Repre- 
sentatives and the Senate, which year after year is the final arbitra- 
tor of these great questions of our times. I think that the good of 
the country would be served if, in the judgment of Congress, an escape 
clause were provided and if a proper agency of Government were to 
decide that relief was indicated, that that relief be automatic unless 
the Congress stepped in, other than where the national defense was 
paramount. 

I would like to have you comment on that. What is wrong with it? 

Secretary Werks. I would like very much to comment. I would 
say first of all that it is impossible, I think, to legislate on the basis of 
who is going to carry out the specific provisions of the legislation 
over a period of years. In this particular situation, it seems to me 
this way: 

The Tariff Commission, by law, considers only injury to a domestic 
industry. That is their job: Has there been injury? Is there being 
injury? The President, on the other hand, must consider the relative 
and long-run effects of both injuries and benefits resulting from tariff 
reduction. He must consider them on all domestic producers and 
business activities, he must consider them on international commit- 
ments and foreign policy objectives, and he must consider their effect 
on other related governmental programs such as budget balancing, 
national defense, agricultural surpluses, and so on. 

In the case that I described, the case of fish fillets from Iceland, the 
actual injury to the industry may very well be offset. by the other con- 
siderations which I attempted to describe, in which the President, 
because of the very nature of his position, is able to give better atten- 
tion to it than perhaps the Congress might. 

By that I do not mean to detract from the ability of Congress. They 
are the representatives of the people and they are the ones whose word 
is final, so far as can see. 

Mr. Stmpson. I would like to read a few names from here and have 
in mind just what relation these could have to the Nation’s defense 
or our economic well-being or international relations, where the Presi- 
dent refused to invoke the escape clause after recommendations: 
garlic, watches, tobacco pipes, scissors and shears, ground fish fillet 
which you mentioned, lead and zinc, handmade blown glassware, 
spring clothespins, wood screws, velveteen fabrics, and violins. 

To deny them relief for some reason but to say that it is done be- 
cause of international complications certainly puts a burden upon a 
large proportion of those industries, upon the vital area that those in- 
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dustries apparently include. I had not thought that our international 
relations were strained to that point. 

Secretary Werks. May I comment. on that one?! 

Mr. Sumpson. Yes. , 

Secretary Weexs. Mr. Simpson, as I pointed out, in 23 cases differ- 
ent products have gone to the President. The total employment in 
the 23 cases at the peak was 114,000. There are about 4,000 different 
items in the Smoot-Hawley bill, different tariff classifications, of which 
they have taken action on about 3,500 under this reciprocal trade 
agreement program. As of today, as far as I can find out, there have 
been about 78 products that have either taken the escape clause route 
or the section 7 route or have indicated to us that they are going to 
do so. 

It seems to me that you have to balance a few of these things. We 
are talking about a tremendous foreign trade, which last year totaled 
on our side $26 billion and which involves 4% million people. I have 
said what I think should be done about reasonable protection to in- 
dustries but these things have te be balanced out. I think the Presi- 
dent has done an excellent job in the handling of these escape clause 
recommendations that have come to him, and I think you can fairly 
say at this time that the manner in which this thing has been going 
along in the last 5 years, with the tremendous increase in our trade 
over the last few years, has been very good; that a good job has 
been done. 

Mr. Sumpson. Mr. Secretary, you have been a manufacturer all 
your life, and you required tariff protection, which you received. 
These people that we are talking about here chose this line of business. 
Wh should not their country protect them? Why throw the burden 
on the men that work in these industries, to which I could add a great 
many others, such as mining, textiles, and so forth ¢ 

Secretary Weexs. You are correct. I have had a tariff in my busi- 
ness. In the silver business, in which I was engaged, the tariff has 
been cut several times under this program. But I have tried to la 
out here a moderate approach to this thing. By saying that it will 
be either black or white, you do neither side any good. Someone on 
one side or the other is bound to be dissatisfied. We have people on 
the free trade side who cannot understand why we recommended that 
the President have power to take 50 percent of the rate over the 1934 
level. But my job is to try to balance the account and not hurt any- 
body any more than may be absolutely necessary. 

Mr. Stmpson. I almost said that to try to get this bill through is a 
part of your job now. 

On that point, does your Department have money allotted by the 
Congress for propaganda purposes? 

Secretary Weeks. Not that I know of. 

Mr. Srveson. Are they working in the different congressional dis- 
tricts to get this bill through by undertaking to find out what pressures 
could be put upon members of this committee or Members of Genguiest 

Secretary Werks. The answer to that question is “No.” 

Mr. Srapson. Either directly or through the League of Women 
Voters or any other organization? It has happened in the past. 

Secretary Weexs. I personally am not acquainted with what the 
League of Women Voters is doing in this area, but I can assure you 
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that many, many organizations are working to get this bill through. 
I understand that a few are working to see that it does not go through. 

Mr. Stupson. You are correct on that. 

The people that are working against it are people, principally, who 
are unemployed and cannot get jobs. The mining industry up where 
I live and the textile industry are desperately hurt. It is no answer 
to tell them to move out to Detroit and get work in the automobile fac- 
tories, because they are not hiring out there right now, if I am correct. 
What do we do with these industries if they shut down and have no 
hope of relief? Whatdowedo? Tell them we are going to cut their 
duties further ? 

Secretary Werks. As far as cutting the duties further is con- 
cerned—the ability to cut duties further—under this administration 
proposal you would have protection sarong the peril point, because 
our average rates are fairly low OO If you are going to conduct 
reciprocal trade in the future, we should have some elasticity and some 
ability to trade. I believe that if any reductions are made, they will 
be made in some of the areas where the rates are still on the high side 
and can fairly be reduced. They will not be reduced until the Tariff 
Commission says the peril point is below what the reduction might be. 

Mr. Stmpson. Mr. Weeks, you are one of these hardheaded busi- 
nessmen, and I assume that you will be pe these new agreements 
in the new job you have. Is that right? Will you be writing the re- 
ciprocal trade agreements ? 

Secretary Werks. No. 

Mr. Stupson. Who will be doing that ? 

Secretary Werks. The policy committee will advise and consult on 
who is to do it, who the representatives shall be. 

As far as the Commerce Department is concerned, we have repre- 
sentatives on every trading team, and we have representatives, too, on 
the GATT negotiating team. 

Mr. Stmpson. You ew had them on it for years, have you not ?. 

Secretary Werks. Yes, sir. 

Mr. Stmpson. In your new capacity, do you not make these foreign 
agreements ? 

Secretary Werks. No. They will be made by the representatives 
of GATT. 

Mr. Stimpson. Who are they, if I may so inquire? 

Secretary Wrrxs. Let me read here from my statement, that this 
trade-policy committee— 
will guide the direction of GATT negotiations, and it will be consulted on the 
proposed composition and membership of the delegation to the GATT. 

As they make recommendations for the GATT delegates, those 
recommendations will be reviewed by the trade-policy committee. 
They are very much closer, so that we will be much closer to the picture 
than we have been, I believe. 

Mr. Stimpson. Will vou be in charge of it? 

Secretary Werks. No: we will not be in charge of it. 

Mr. Suapson. Who will be in charge of it, and why is he not here? 
or will he be here? 

Secretary Werks. The State Department will be in charge of it. 

Mr. Suwpson. Who is the gentleman in complete charge of it, the 
final authority ? 
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Secretary Werks. The President. 

Mr. Srmpson. Not the President. I mean in the Department of 
State, who is he? 

Secretary Werks. The Secretary of State. 

Mr. Sorpson. Do you not know who will actually do the negotiating 
and soon? 

Secretary Weeks. Idonot know. I could not know that. 

Mr. Srurson. And yet you will advise him. Have you not met with 
him yet ? 

Secretary Weeks. I could not know that now, because we will be con- 
sulted on the next delegation that goes to GATT. We will be con- 
sulted on the membership. 

Mr. Siwreson. Is there any real change, when it comes right down 
to making the agreements, as between the way it has been done in the 
past and the way it will be done under you, so far as your authority 
to direct is concerned ? 

Secretary Weexs. Mr. Simpson, I am sure in my own mind that 
there will be. As far as the increasing activity in this area is con- 
cerned, may I quote from a statement made by the President, quoting 
the observers we sent to these negotiations the last time: 

We were particularly impressed with the unfailing concern of our negotiators 
to advance the broad interests of the United States. By no stretch of the 
imagination could the tariff negotiations, as we observed them, be called a 
giveaway program. The entire program is, of course, based upon reciprocal 
concessions and we found our negotiating teams and the trade-agreements 
committee to be bargaining in what seemed to us to be the best Yankee tradi- 
tion. They insisted on obtaining concessions of full value for each concession 
made by the United States. There is great need for a better public knowledge 
of these facts. 

Mr. Sturson. Who signed that ? 

Secretary Weeks. That letter was signed by Elliott V. Bell, Homer 
L. Brinkley, Bryant Essick, and Stanley N. Ruttenberg. 

Mr. Srupeson. What is Elliott Bell’s Job? 

Secretary Werxs. He is the editor and publisher of Business Week. 

Mr. Srusreson. And who are the other signers ? 

Secretary Werks. Homer L. Brinkley, executive vice president of 
the National Council of Farmer Cooperatives, and Bryant Essick, 
president of the Essick Manufacturing Co., of Los Angeles. 

Mr. Stmpson. They were there as observers ? 

Secretary Wrexs. They were there as observers, yes. 

Mr. Simpson. Were they sent over there by the Government, or were 
they there on their own ? 

Secretary Weeks. They were sent over by the Government. 

Mr. Simpson. The Government paid their expenses, and so on ? 

Secretary Werks. I understand so; yes. 

Mr. Simpson. And they approved what they saw ? 

Secretary Weeks. I just read what they had to say about it. 

Mr. Suwrpson. Mr. Weeks, would you approve an amendment which 
divested the Department of State of all authority in this field and put 
it in the hands of the Department of Commerce under you, where 
in my opinion it should be ? 

Secretary Wrrxs. No, I would not, because I think this should be 
a pretty equal partnership. I have been trying to have the Com- 
merce Department move into a position of certainly equal authority 
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in the matter. I do not think, Mr. Simpson, that you could in any 
appropriate manner divorce the State Department from this. This 
is in the field of foreign relations, which is their area and their respon- 
sibility, and if the business interests of the country, Seuemeaae by 
the Department of Commerce, are there on an equal partnership basis, 
I think that is the way to do it. 

Mr. Srmpson. Yes, but you are by no means on an equal partner- 
ship basis, because you told me pust a bit ago that in the final analysis 
they have complete authority; they need pay no attention to you. 

Secretary Werxs. I think for all practical purposes that we are 
on an equal partnership basis today. 

Mr. Smmpson. With respect to new agreements that are made? 

Secretary Wrexks. Yes, because No. 1, you have your peri]-point 
procedure; No. 2, you have the trade agreement; and No. 4, you have 
the trade-agreements committee. These recommendations all come 
through the Trade Policy Committee and are reviewed. We review 
the manner in which the members of the GATT delegation are 
selected. We are in there every foot of the way, I think on an equal 
partnership basis. 

Mr. Stwpson. Then, you were incorrect a bit ago when you said 
vou do not have authority to make these agreements abroad. I am 
trying to pin down responsibility for the bad agreements we have 
made. If you are the man who has to make them in the future, I 
would like to know it. 

Secretarv Werks. I do not subscribe to the fact that they were bad 
agreements. I think if you will look at the records of this country 
and the way its trade has developed within the last 5 years, it would be 
taking a great responsibility to say that we have not developed our 
foreign trade. 

Mr. Stupson. The President agrees that we have made bad agree- 
ments in certain instances, because he says that we have to get out of 
them, and he followed the Tariff Commissioner’s recommendations 
with respect to lead and zinc, where I hope we will see fit to grant 
some relief. That is on the basis of our having made a bad agree- 
ment, is it not, in the State Department ? 

Secretary Weeks. That is a matter that is presently under discus- 
sion. I may point out to you that in connection with that, under the 
section 7 procedure, I wound up being chairman of the committee to 
work on oil imports. I am sure you are acquainted with what we have 
done in that area so far. 

Mr. Stmpson. Yes, but I must still go back to my question, which 
is that where we make a mistake or an error is made, the President 
recognizes that and grants relief in these instances. 

Secretary Weeks. That is correct. 

Mr. Srmupson. We have to pay for that, where we make a mistake. 
We have to pay the other country, because we were outbargained. Is 
that not right? 

Secretary Werks. There is provided a remedy for a situation where 
a mistake has been made. I do not think you can guarantee the condi- 
tions we live in today will exist 2 or 3 years from now. Certainly, 
this is a different picture from the one that existed a number of years 
ago, you need not be told. 

Mr. Srupson. I have just a couple of questions more. 
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What amendments will you agree to with respect to this bill, here in 
this committee, on the floor, or in the other body? Are you going to 
stand on this bill as it is drawn, or will you accept some amendments? 

retary Weeks. I do not think I can answer that in a black and 
white fashion. We have proposed legislation which we believe in, or 
the administration has, and we hope that it will be adopted. If there 
were amendments forthcoming from time to time, we would certainly 
want to talk about them and have an opportunity to express our views, 
speaking for the administration. 

Mr. Stmpson. You will not say that you would not agree to some 
amendments to the bill, then ? 

Secretary Weeks. I do not think I would not agree to some amend- 
ments. I am not making any categorical response to that question, 
Mr. Simpson. I could not at this time. I am proposing legislation 
which I believe is appropriate. 

Mr. Supson. I am trying to be realistic. I would like to get a bill 
through which permits reciprocity in foreign trade, with safeguards 
which are complete to American industry, because I believe that 
American industry must be protected. 

Secretary Werks. I can assure you of this, that the minds of those 
who represent the administration are open. They have to be in any 
relationship to legislation, which, generally speaking, always ends up 
in a compromise of some sort. But there are certain basic features 
of this that I do not want to agree to have amended. 

Mr. Stmpson. I understand you do not want to. 

Secretary Weeks. But if you can produce amendments which ac- 
complish the end result, that help to accomplish that result in a manner 
beneficial to this country, which of course all of us, you and the ad- 
ministration and all others, are interested in, why should we not be for 
them ? 

Mr. Srmmpson. I think that is quite a concession for you to speak 
along that line. 

The Cuarmman. Mr. McCarthy will inquire, Mr. Secretary. 

Mr. McCarruy. Mr. Secretary, in the last Congress we reported 
out of committee the bill authorizing United States participation in 
the Organization for Trade Cooperation. I have it from your testi- 
mony today that you would like to see that authorization granted by 
the present Congress. 

Secretary Weeks. Yes, sir; I would. 

Mr. McCarruy. Would the administration support an effort to 
include that authorization in the trade agreements extension bill? 

Secretary Weeks. Yes, sir. 

Mr. McCarruy. Along with what you recommend in this bill, it 
is your recommendation that the administration would be in a better 
position to administer the Trade Agreements Act if that were done? 

Secretary Werxs. May I put it this way: I think if you are going 
to have reciprocal trade agreement legislation, we can do a much better 
job under the GATT setup than on a bilateral basis. I say further 
that the GATT setup can be made much more effective if we have the 
Organization for Trade Cooperation. You would lose nothing and 
gain much, in my opinion. 

Mr. McCartuy. Mr. Secretary, a second question. You have come 
up as the first administration witness on the reciprocal trade agree- 











RENEWAL OF TRADE AGREEMENTS ACT 59 


ments legislation, which is something of a departure from tradition, 
js it not? 

Secretary Werks. Yes, sir. 

Mr. Mourn. Does this indicate dissatisfaction in the adminis- 
tration with the way in which the State Department has handled the 
reciprocal trade agreements program? Would it indicate a change in 
overall policy, or is this done for reasons of appeasement of those who 
have been critical of reciprocal trade? 

Secretary Weeks. It does not indicate dissatisfaction with the State 
Department. I hope that it results from the doctrine that I have been 

reaching, that the Commerce Department is, by the very nature of 
its activities, deeply interested in these matters. The real reason that 
we are here leading off is to differentiate between the two basic con- 
siderations that are involved here: one, the foreign-policy considera- 
tion; and the other, the consideration for the economy of this country, 
for the industries of this country. I am leading off to endeavor to 
prove to you that this is a good thing for the business of this country, 
and to point out what has been done. 

I do not care much about the period before 1953, because I do not 
think we had normal trade from 1934 to 1953, what with the wars 
and this and that. But I have been watching closely what has hap- 
pened in the last 5 years, and I think the charts have demonstrated 
very clearly that we are really building a great foreign-trade business 
in this country, which is what the statute says I should do. 

Mr. McCarruy. On page 2 of your testimony you state: 

Creation of the trade-policy committee reflects the fact that our domestic 
economic situation is receiving due weight when decisions on international 
questions are taken. 

Secretary Werks. Yes, sir. 

Mr. McCartny. As I interpret that, it would not be necessary to 
have that committee in order that the due weight referred to be given, 
but that you have set the committee up simply to reflect that fact. 

Secretary Weeks. I think it reflects the fact, in this connotation, 
that perhaps some of the gospel that we in Commerce have been 
preaching, that we ought to be much closer to this picture, is appre- 
ciated all around the circuit, so to speak. 

Mr. McCarruy. I would infer from that that you must have felt 
that due weight was not, then, being given to the domestic situation 
previously. 

Secretary Werks. I do not make any implications, Mr. Congress- 
man. I simply think we have these two Approneie, foreign polic 
and commerce, and because I happen to be Secretary of Commerce, 
have been trying to bring the Department increasingly into the con- 
siderations involved in this area of commerce. 

Mr. McCartnuy. A third question, Mr. Secretary: You are familiar 
with the provision in the European Coal and Steel Community ar- 
rangements as well as in the Europeon common market treaty, with 
respect to what is called the readaptation program, through which 
assistance is supposed to be given to industries and employers which 
are adversely affected as a result of the effects of freer trade among 
those countries. Provision is made for reinvestment and for the re- 
employment of people who may be affected. 

Secretary Weeks. In a very general way; yes, sir. 
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Mr. McCarruy. Has the administration given any thought to mak. 
ing recommendations along that line in connection with our own trade 
policy or has it considered any number of bills that have been intro- 
duced to bring about something similar to that for American indus- 
try that may be seriously injured by the trade-agreements program? 

Secretary Werexs. We have nothing in our present proposal on 
that score, but there has been a great deal of consideration given 
to it. The Randall Commission 3 or 4 years ago made a great study 
of the possibilities in this area. We have had many, many discus- 
sions of it. 

I must say to you that so far, I have not seen any suggestions that 
I yet think are practical. We have a pretty good rundown of the 
suggestions made in one of the bills, Mr. Eberharter’s bill, respecting 
trade adjustments, so-called, and all of the suggestions are presently 
available in the Government except three: The unemployment pro- 
posal, the accelerated retirement proposal, and the accelerated write- 
off proposal. Except for those three, we think we can demonstrate 
that today there are available all of the remedies suggested. 

This is an area to which a great deal of thought has been given and 
a great deal of study, starting back with the Randall Commission, as 
I say. 

Mr. McCarrny. Would you say whether the administration would 
be opposed to such a proposition in principle, or simply that it does 
not think it necessary to have other protective provisions written into 
the law at the presen time ? 

Secretary Werks. I am very hesitant ever to say that I am opposed 
to anything until I have exhausted all the reasons there might be for 
or against it. 

I will say this. I have not yet seen any proposals that I though as 
a practical matter would work out. But I would not sit here and 
say that I am opposed to anything in this area. 

Mr. McCarruy. One further question, Mr. Secretary. In your tes- 
timony you state that the reciprocal-trade program, or the bill that 
you have proposed, is not the complete answer to the trade challen 
of Russia. If you were here asking for what you thought was all 
that was necessary in the way of, say, weapons or instruments with 
which to fight the trade battle with the Communists, would you ask 
for moré authority than you are asking for here, or would you not? 
Would you wish to have authority in other areas ? 

Secretary Weeks. Do you mean for the Department of Commerce 
to have authority in other areas? 

Mr. McCarruy. Not just your own Department, but with regard to 
fighting the trade war with the Communists, to which you make refer- 
ence in your testimony, you say that this is not the complete answer. 

Secretary Weexs. What I meant to say about that was, I do not 
think that you could say that the reciprocal trade agreement legisla- 
tion is the complete answer to this tremendous economic offensive 
that the Russians are building up. I am not close myself to the 
mutual-aid program, but I am going on the assumption, naturally, 
that something done in this area can be effective in solving this par- 
ticular problem. 

Mr. McCarruy. I understand that these other instrumentalities 
must be used, too. But taking only the question of trade as a part 
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of this conflict, do you think that the authority you are asking for 
here would permit you to carry on adequately in that limited area ? 

Secretary Weeks. I think so; yes, sir. 

The Caamman,. Mr. Holmes will inquire, Mr. Secretary. 

Mr. Hormes. I want to ask only 1 or 2 questions now, because I 
understand from the chairman that you will be coming back later 
on, Mr. Secretary, and I do not want to detain zou too long. 

Mr. Kean and myself some years back, handling this legislation, 
were very actively engaged in the peril-point amendment that came 
into the question. In your testimony you mentioned the fact that the 
patent clause contains in it harm shown to a segment of an 
industry. 

Could you give an illustration of any of these escape procedures 
that the President has resort to that shows where relic? was granted 
to a segment of industry ? 

Secretary Weeks. Do you mean to say by your question that this 
has been done, for example, as distinguished between straight pins 
and safety pins? 

Mr. Hotmes. No. I mean, for example, in respect to fruit, whether 
it is processed or whether it is fresh edible, or whether it was im- 

orted in dried form; in respect to lumber, whether it is straight 
beard lumber or processed lumber or products of processed lumber. 
In other words, there are many segments of an overall industry on 
any one particular product. or oer product. 

I was just wondering if there had ever been an instance that you 
could give as an illustration, in which the escape-clause procedure 
had been taken in these 14 cases out of 23, where a segment of an 
industry received peril-point consideration. 

Secretary Werks. I will let Mr. Simpson answer that question. 

Mr. Rosert Simpson. Mr. Holmes, the only comment I would 
make is this—you are placing emphasis on peril points? 

Mr. Homes. In the proving of injury, whether the injury under 
the peril-point provisions gave relief to a segment of an industry, 
because it definitely states in the amendment that segments of an 
industry have the right to perl yet appeal and the showing of in- 
jury. was wondering if that had ever been administered. 

Mr. Rosert Stmpson. The point I wanted to suggest, Mr. Holmes, 
was that in the case of the peril-point procedure, the findings are 
made on an individual-product basis. should assume, although 
this is a surmise, that the Tariff Commission would regard many of 
those individual products on which they have ruled on peril points 
as segments of industries. However, I cannot say that of my own 
authority. 

Mr. Hortmes. The reason I bring this question up is that I think 
that is one of the greatest difficulties that the reciprocal-trading pro- 
gram has encountered, that there has not been administration of a 
segment of an industry underneath the peril-point findings for pur- 
poses of relief. 

Let me give you an illustration. You may have an industry greatly 
harmed by imports within an overall industry; for instance, the 
lumber industry. You may have, as an illustration, veneer board 
terrifically harmed. I am giving this not just as a hypothetical case; 
I think it is more or less a practical one. Yet, in spite of this seg- 
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ment of the industry having been harmed, you do not necessarily 
show that the overall lumber business has been so harmed. 

On that point of the intent of the peril-point amendment, I think 
from the standpoint of administration you will find that that is one 
of the great difficulties of this reciprocal-trade program that it has 
run up against. I was wondering if there is any illustration where, 
in determining peril-point injury, they have limited it to a segment 
of industry, as the amendment calls for. 

Secretary Werks. Mr. Holmes, in respect to the discussions we 
had with the Japanese Government on the textile business, when 
their undertaking was finally put into effect, they divided their ap- 
proach into categories, so to speak. They made an attempt to try 
to control velveteens, ginghams, and other items in the field on a 
category basis, which I think is in answer to your question. Is this 
thing ever approached on a category basis? It was in that instance. 
I am sure it has been in several others. 

Mr. Hotmes, Not necessarily upon a category basis, but upon a 
segment basis within an industry. You could have a category within 
an industry of several products, but you can also have a segment with- 
in an industry. I think that is what is causing a tremendous amount 
of trouble. 

You have an illustration of fillets there, in relation to the Iceland 
case. That does not take into consideration the overall fish business. 

Secretary Weeks. That is right. 

Mr. Houmes. You can take into consideration innumerable prod- 
ucts in lumber that would not mean taking into consideration all the 
lumber business, the lumber as a whole. “But you can get into seg- 
ments of an industry that are very, very badly hurt. 

Take, for instance, the importation of glace and maraschino cher- 
ries. You may say, what has that to do with the overall production 
of a specialty crop like cherries. It has a tremendous lot to do with 
it, because all that does not go for regular fresh consumption goes 
for maraschino and glace cherries. 

That is why I am trying to emphasize the administration of the 
escape clause of a segment of industry. 

Secretary Weeks. Is not the fish industry a good example of the 
approach that has been made in regard to segments of an industry ? 

Mr. Hoxtmes. But we have not received any relief to speak of in 
those segments of an industry out on the Pacific coast. We have not 
received any relief in the plywood segment of the lumber industry, 
or any of those things, and that is what is causing these groups to 
ask for help. When they come back and talk about help in the es- 
cape clause, they are confronted with, “How is the lumber business 
doing?” or “How is the fish business doing?” or “How is the fruit 
business getting along?” 

Mr. Rosert Sisrpson. Mr. Holmes, if I may speak, sir, your ques- 
tion is directed to the escape clause, I take it. 

Mr. Hotmes. Yes, and the escape clause after determination of 
injury. 

Mr. Rosert Srupson. What I wanted to contribute was this. There 
have been but nine cases in which the President has invoked the escape 
clause, so it is very easy to review them specifically. Would you like 
me to read them ? 
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Mr. Homes. No, not what they are. I do not need to know that. 
But in those escape-clause reviews, the point I am trying to make is 
that even with the Tariff Commission determining injury, the in- 
jury is not limited to a segment very often, to invoke the escape 
clause, and yet you can have segments of an overall industry that 
are harmed. That is my point. 

Secretary Werks. May Mr. Kearns comment for a second on that? 

Mr. Kearns. It might be most difficult to try to segment foreign 
relations or foreign trade into too small sectors, because there is no 
unilateral action. It is impossible to separate an action on any one 
segment without affecting other segments. You have to look at it in 
its complete context. 

In eseape-clause actions, by and large, they are undertaken by in- 
dustries, and the industry attempts to prove that it is either threat- 
ened with damage or has been damaged. The industry itself deter- 
mines in what categories it makes its presentation. From there, the 
Tariff Commission makes its finding, and then it goes to the President 
for his action. 

Mr. Homes. That is just exactly the point I am trying to drive 
home, my friend, that we put in the peril-point amendment to limit 
it to a segment and not the overall industry, and the escape clause has 
not been resorted to for the use of a segment of an industry. That 
is where we have bumped into a tremendously important sore spot in 
relation to the reciprocal-trade program. 

Mr. Kearns. It would probably be impossible to take every seg- 
ment of every industry and be sure that it had a favorable picture. 
Whenever you attach interest to one segment, it has effect on other 
segments as well, and you must consider the overall picture of an 
industry as it relates to the individual segments in your determination. 

Mr. Hormes. In just the reverse, you must take it into consideration. 
That is why the amendment was put in there. In just the reverse, 
when you take a segment that is harmed, you have to take into con- 
sideration the overall industry and how it indirectly affects the overall 
industry, on the down side as well as on the up side. That is the point 
I am trying to put across. I do not think that you can find in the 
handling of very many of these escape-clause cases that they have 
taken into consideration either the up or the down on the segment 
within an industry that has been harmed. I think they have gone 
more or less into the overall industry. 

There is the illustration of the fillets, there is the illustration of the 
velveteen, but now take it over into the program of some of the ex- 
tractive products of the soil, in the segment of production in agricul- 
ture that has been handled in the escape-clause manner for which the 
peril-point amendment provided. 

Secretary Weexs. Mr. Holmes, I would like to submit some evi- 
dence. I think that is not correct. 

Mr. Hotmes. I would most willingly stand corrected. I made the 
statement that I do not think in some of the extractive products of the 
soil, in agricultural products, in the actual growing of that product, 
that there has been the invoking of escape-clause provisions on a seg- 
ment of the program of production of that product. 

Secretary Werks. Relating to an agricultural product ? 

Mr. Hotes. Yes, in taking the escape-clause route and following 
up the peril point, proving injury. 
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Secretary Werks. I will discuss that with Secretary Benson before 
he comes before the committee and ask him to make a point of dis- 
cussing that here. 

Mr. Hormes. I am going to pursue this point further on in relation 
to the administration of this segment of industry in relation to peril 
point and the escape clause, but I do not want to detain you any 
onger here, because I understand you are coming back later on. 

he CHatrman. Mr. Baker will inquire, Mr. Secretary. 

Mr. Baxer. First, Mr. Secretary, may I preface my brief questions 
by complimenting you on presenting a very fine argument. 

You responded to a question from Mr. Simpson as to where. most 
of the unemployment was and stated three categories, in this order: 
Electrical machinery, automobiles, and textiles. I suppose you meant 
them in that order. 

Secretary Weexs. I read what the Labor and Commerce Depart- 
ments had said. 

Mr. Baxer. Did you mean to give them as 1, 2,3? 

Secretary Weeks. You mean in importance ? 

Mr. Baxer. No, in volume. 

Secretary Weeks. No; I did not mean them in order of importance 
of volume. 

Mr. Baxer. I do not mean in importance. I understood Mr. Simp- 
son was undertaking to find out where the present unemployment is, 
volumewise. I would like to have it percentagewise. 

Secretary Werks. May I have that again? I am sorry. 

Mr. Baxer. I say that I understood Mr. Simpson to be undertaking 
to obtain from you the present status of unemployment by industries, 
volumewise. That is, is it greatest in electrical machinery, or is there 
more unemployment in the automobile industry, or in textiles, mining, 
or where. What I would like to know is the picture percentagewise, 
not necessarily the number of people involved. 

Secretary Weeks. I do not have that information with me. I could 
get it for you and supply it to the committee. 

Mr. Baker. I suppose the Secretary of Labor would be the proper 
source from which to obtain that information. 

Secretary Wrexs. He would be, and he will be here later today. I 
will ask him to have that information ready for you. 

Mr. Baxrr. When we get those figures, I would like to have from 
either your department or from the Labor Department as accurate a 
breakdown as possible as to what portion of that unemployment, both 
volumewise and percentagewise, you or whoever is responsible at- 
tributes to our foreign-trade policy. 

Now let us turn to page 9 of your prepared statement. You referred 
to the 23 commodities wherein the peril point and escape clause have 
been invoked, and the President has invoked the escape clause in 9 
of those 23 and declined to do so in 14 instances. You say: 

Included in this 14 figure are lead and zinc, on which he arranged an alternate 
remedy. * * * 

First, what was the alternate remedy ; and second, has it worked # 

Secretary Weeks. The alternate remedy on lead and zinc was an 
increasing need in the stockpile for those two commodities, so the 
stockpile purchases, in effect, provided the alternate remedy. This 
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alternate remedy I would guess has exhausted itself, because there are 
no more purchases from the stockpile. 

Mr. Baxer. And as far as you know, is it not true that there is no 
plan in the near future to use that alternate remedy again ? 

Secretary Werks. I think not; no, sir. 

Mr. Baker. Certainly, the alternate remedy is not now in existence. 

Secretary Weeks. In the case of velveteens, the Japanese undertook 
to restrict their export to this country last year in the amount of 24% 
million yards, total. The situation in velveteens that operated to the 
disadvantage of velveteen manufacturers last year was that the demand 
fell from 12 million yards in 1955 to approximately 8 million yards 
last year, so that the 214-million-yard quota, self-imposed by the 
Japanese, naturally was not as effective against an 8 million demand as 
it would have been against a 12-million demand. 

Then, there are some transshipments and whatnot being looked 
into at the present time. But we are still hopeful that as far as vel- 
veteens are concerned, the self-imposed quota of the Japanese will be 
effective and helpful in that particular area. 

Mr. Baxer. I am going to be very brief, because I know it is getting 
late, and I hope I will have the right later on to ask more questions. 

On page 8, you speak of 6 countries which have formed the Euro- 
pean common market. What are those six countries ¢ 

Secretary Werks. Germany, Italy, France, and the three Benelux 
countries, Holland, Belgium, and Luxembourg. The Beneleux coun- 
tries have a trading arrangement today, so that in effect you have 
four nations that have come together. Three of the six were already 
together. 

r. Baxer. You stated that those six nations had a population 
about equal to ours. 

Secretary Weexs. And about a third of our gross national product. 

Mr. Baxer. And about a third of our gross national product. 

Secretary Weeks. And last year bought $3 billion plus from us. 

Mr. Baxer. As far as you know, is there a major free nation con- 
templating joining that European common market ? 

Secretary Wrexs. Yes. I would say that certainly there are dis- 
cussions going on that would involve Scandinavian countries and 
Great Britain, to the end that perhaps before we are through with it, 
the whole of Western Europe and Great Britain will be involved. 
But there is nothing, I believe, of a definite, tangible nature as yet. 

Mr. Baxer. Under this legislation, if it passed in its present form 
or substantially so, could the United States make an agreement with 
those six nations as a group? You could, I suppose. 

Secretary Weeks. We would. 

Mr. Baxer. You would make an agreement with this European 
common market ? 

Secretary Werks. Yes, sir. 

_ Mr. Baxer. I was very much interested in your statement concern- 
ing some of the European nations. Without turning to the page of 
your statement, I am sure you have it in mind, where you said they 
were getting away voluntarily from the policy of having quotas. ~ 
Secretary Weexs. Yes, sir. 
Mr. Baxer. Let us explore that just a bit. 
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How widespread in Europe are quotas as against American imports 
in that particular country, and tell us the nations involved. 

Secretary Weexs. I would refer to my statement. 

Mr. Baxer. You list 2 or3 there. 

Secretary Weexs. I would say that Germany has virtually elimi- 
nated its quantitative restriction; 70 percent of Sweden’s imports, as 
far as we are concerned, are free of quota restrictions; Italy, 72 per- 
cent; Denmark 55; Norway 86. As a matter of fact, practically all 
countries of Western Europe are undertaking continually to drop 
down their quotas. 

Mr. Baxer. What about France? 

Secretary Weexs. Their quota restrictions are limited, mostly for 
balance-of-payments reasons. In fact, that is what started the quota 
business, their inability to pay for what they bought. 

Mr. Baker. This next question would have to be answered gener- 
ally, unless you could supply it more in detail. I have heard from 
rather responsible persons that while, on the surface, the European 
countries are eliminating quotas and strenuously objecting to the 
United States having that many quotas, yet the same result is being 
obtained in certain European nations by subterfuge, such as licensing 
fees, inspections fees, and the like. 

I have heard of the instance of Coca-Cola. I did not get this 
direct, but as I understand it, France has had a plan that Involves 
their inspecting Coca-Cola for its purity, the fees for which would 
amount to a great deal more than an import duty. 

It seems to me that those things would be particularly within your 
province, representing business as you do. on you, since you have 
gotten into this picture as the head of the Commerce Department, 
explored those things; and what can you tell us about it? 

retary Weexs. We continually attempt to be on top of any arti- 
ficial restrictions that may be placed on trade. The whole basis of the 
reciprocal trade program and the GATT setup is that if any artificial 
restrictions are necessary, they should be in the form of tariffs and 
not in the form of quotas, exchange restrictions, licensing arrange- 
ments, or anything else; that those are a bypassing of the basic 
thought that a tariff is a way, if you think you have to have a way, 
of slowing down trade. 

I have referred to the quota business, which could not be helped. 
After the war, obviously, these people did not have the ability to pa 
tor the things they bought. But as these quotas have been restricted, 
the result is indicated in my statement, that these 6 countries took a 
ae and a half from us 4 years ago, and last year took over $3 

illion. 

When a country imposes any of these special restrictions that you 
and I have referred to, through the GATT organization and other- 
wise, you make every effort to have them eliminated. I think we have 
been successful, in the main. 

Mr. Baxer. We do not have to pay for that, if you catch them. If 
ts gg them dealing under the table, you do not have to pay them 

or it. 

Secretary Werks. No, if we are making a reciprocal concession 
and then they just bypass it. 
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Mr. Baxer. But what is there to this Coca-Cola case that I have 
heard so much about? Have you explored that? 

Secretary Weeks. I have heard of it. Mr. Simpson will speak to 

you about it. 
“ Mr. Rosert Srvpson. Mr. Baker, I do not have the details of it 
here, but the general nature of that proposal was, 2 or 3 years ago, to 
regulate the import of Coca-Cola on the basis of an alleged public 
health, sanitary standard. This proposal, however, was not finally 
adopted. 

Mr. Baxer. If it had been, it would have amounted to a great deal 
more restriction, moneywise, than if there had been a substantial 
import duty; would it not ? 

Mr. Rosert Stmpson. It would have been, but it was not adopted, 
sir. 
Mr. Baxer. Now I have one final question to the Secretary, that 
I consider by far the most important of all, which goes back to the 
question of the quotas. 

You are going to be in a position some day to recommend a policy. 
Certainly I am not going to ask you what you are going to recom- 
mend, but this is a general policy question. Under present law, of 
course, the Tariff Commission can recommend increase in duty and 
recommend quotas, we agree on that, under the existing law. 

Secretary Werks. Yes, sir. 

Mr. Baxer. As a matter of policy, in a case that is clearly estab- 
lished where duty itself will not do the job, will this administra- 
tion or will you oppose or approve quotas? 

Secretary Werks. If it 1s evident that a job should be done and it 
eannot be done any other way, and the law provides as you have out- 
lined, that quotas may be recommended, certainly I would be for 
them, m self. But I would like to add to that by saying that we have 
been fighting, ever since the Second World War, to keep quotas cut 
down, these quotas that have appeared in Europe, as far as trade 
with them is concerned. 

I personally do not think that there should be a resort to quota 
unless the need is clearly indicated. When you get quotas on one 
thing, you start with a legislative quota on one item, for example, you 
will go through the whole list before you get through, and I do not 
think it should be done in that way. 

Mr. Baxer. [agree with you, sir. But I do hope that that portion of 
the law will be applied to the cases which Congress means that it 
shall be applied to, the exceptionally clear-cut cases. 

Secretary Weeks. When Congress set up the present escape clause 
provisions and provided in there that the Tarift Commission might 
recommend the quota, I certainly do not think that any representa- 
tive of the administration could possibly say that if there is a real 
reed for quota and it is recommended, you would not do it. 

Mr. Baker. That is all. 

Secretary Weexs. I would not say that. 

Mr. Baker. Thank you, sir. 

The Cuarrman. Mr. King will inquire, Mr. Secretary. 

Mr. Kina. Mr. Secretary, at the last meeting of this committee to 
consider the extension of the Trade Agreements Act, I asked some 
questions of the Secretary of State. As you perhaps know, I repre- 
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sent the largest tuna fish producing port in the entire world, Los 
Angeles. In response to my questions, the Secretary of State indi- 
cated concern about the situation in the tuna fishing industry. He 
stated that they were intending to explore sted: by which an 
easing of the tensions in that industry could be accomplished. 

After congressional action on the extension was concluded, and 
subsequently at Geneva, albacore tuna was bound on the free list. 
That was hardly my idea of giving some benefit to this industry, and 
certainly the people in the industry were disappointed. 

I have listened today to the discussion by you of the cooperative 
efforts between this country and Japan with respect to textiles, con- 
cerning a method by which some easing has taken place of the im- 
pact of textile imports on the domestic industry. If you have not 
considered that sort of treatment for our industry, I wish there would 
be some thought given to it. I believe the situation is about the same. 
I think the distress is somewhat commensurate with that in the textile 
industry. 

Have you had any plans, Mr. Secretary, or do you know of any 
olans that are on the boards for easing the situation of the west coast 
mdustry ¢ 

Secretary Werks. I would like Mr. Kearns to comment on this in 
more detail than I can, but I can say that the Japanese have been 
considering voluntary restrictions on exports to this country and 
other areas besides the textiles which I have referred to, and I believe 
that there have been some discussions on the question of tuna. 

Mr. Kearns. We have been cognizant of the situation in the tuna 
business, as has the Department of the Interior. From the cor- 
respondence and communications that we have had on this subject, 
there appears to be some differences of opinion within the various 
elements of the fishing industry and processing business. It is neces- 
sary to bring together all of the factors at one time, all of the elements 
that are involved in relief, in order to get an overall viewpoint. We 
hope that this will happen in an escape clause case which is presently 
before the Tariff Commission. Once that is done and once you get all 
the facts and the various elements together, it will probably be pos- 
sible at that time to determine what. course can be taken that. will be 
of the greatest interest and of the greatest assistance to the various 
segments of the industry. 

It would be a shortsighted policy, of course, to judge a case as im- 
portant as this upon the presentation of any one segment of the in- 
dustry. 

Mr. Kine. Mr. Secretary, at that same time Secretary Dulles also 
stated that they had in mind the setting up of an effort within the 
department to explore the possibilities of channeling Japanese fish 
»roducts into other nations as a means of easing the impact of such 
imports on the domestic industry in the United States. Do you know 
of any accomplishment in that field? Has there been a followup ef- 
fort, to your knowledge, to exploit or promote the consumption of 
fish products from Japan in other sections of the world? 

Secretary Werks. I do not of my own knowledge, Mr. King. I 
think we can get the information if we do not have it here. 

Mr. Kearns. I believe that the information would be in the hands 
of the Department of the Interior, who have that particular indus- 
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try under their direction. We certainly will call that to the attention 
of the Secretary, who will be testifying later. I am sure he can give 
you a fuller answer on it. 

Mr. Kine. Very well. 

One other question, Mr. Secretary. What would be the net result 
if Congress failed to extend the Reciprocal Trade Agreement Act ? 

Secretary Weeks. The net result of simply allowing the permis- 
sion to lapse would be that we could not make any more agreements 
under reciprocal trade agreement. Present agreements would con- 
tinue in effect, subject to recall or revocation as provided, with due 
notice and so on. But the effect would be that unless Congress took 
some affirmative action such as requiring all present arrangements to 
be terminated and revert to the Smoot-Hawley tariff bill, or whatever 
it might be, it would simply mean that we could carry right on with 
what we have until one side or the other, the other nation or ourselves, 
wanted to quit it, to call it off. 

Mr. Kina. You say you would carry on with what you have. What 
would you have, specifically ? 

Secretary Werks. The present arrangements that are in effect, 
resulting from previous legislation. 

Mr. Kina. The present agreements would have to stand ? 

Secretary Werks. Yes, sir. 

Mr. Kina. That is all, Mr. Chairman. 

The Cuarman. Mr. Secretary, in view of the fact that you will 
return to the committee so that we, and particularly those members of 
the committee who are not here this morning, may have an opportu- 
nity to ask you further questions, I will defer asking the questions 
that I have in my mind until your return. The day = your return 
will be worked out in conversation between the two of us, and at your 
convenience and the convenience of the committee. 

The Chair had originally listed the Secretary of Labor, the Honor- 
able James P. Mitchell, to be a witness today, and also, this afternoon, 
the Secretary of Agriculture, the Honorable Ezra T. Benson. It has 
been decided in conversation with these two Secretaries that they will 
appear later on in the hearings and not today. 

Therefore, the hearing for today has been concluded with your ap- 
pearance, Mr. Secretary. W ithout objection, the committee adjourns 
until 10 o’clock tomorrow morning. 

(Thereupon, at 12:40 p. m., the committee adjourned, to reconvene 
at 10a. m. Tuesday, February 18, 1958.) 
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TUESDAY, FEBRUARY 18, 1958 


Hovuse or REPRESENTATIVES, 
CoMMITTEE ON WAys AND Means, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHarrman. The committee will come to order. 

Our first witness this morning is the Secretary of Defense, the Hon- 
orable Neil H. McElroy. 

Mr. Secretary, we are pleased to have you with us this morning. 
You are recognized. I assume you will desire to complete your state- 
ment before questions are presented to you. With that understanding, 
you are recognized, sir. 

Secretary McEtroy. Thank you very much, Mr. Chairman. I 
would be glad to finish the statement and then be available for any 
questions, of course, that the committee may want to ask. 


STATEMENT OF THE SECRETARY OF DEFENSE, HON. NEIL H. 
McELROY 


Secretary McExroy. I have been looking forward to this meeting 
with you and your committee because in my mind there is a direct 
relationship between the extension of trade agreements, legislation 
and our future military power. 

Together the Congress and the executive branch have been seeking 
ways to develop that power fully, to develop it in such a way that 
peace in the world may be preserved, in such a way that the American 
people will stoutly and willingly shoulder the burden, and in such a 
way that our allies will be enthusiastic allies and uncommitted nations 
will see clearly that our motives are motives of peace. 

This is a large order. It requires all of the resources at our dis- 
posal. It requires sufficient ingenuity and courage to use our very 
potent economic and commercial weapons, as well as our military ones, 
as deterrents to war and promoters of peace. 

It is now clear that the U. S. S. R. has thrown out to the free world 
and to United States leadership the greatest scientific and industrial 
challenge of our time. At the same time it has commenced, by care- 
fully contrived and seemingly liberal economic programs, an offensive 
directed largely at the uncommitted countries of the world, at countries 
where unrest and discontent exist, at countries where economic and 
political balance are shaky, and at countries where there is any sym- 
pathy whatever for the Soviet political system. 
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The free world today is truly engaged in a new kind of war. “Cold 
war” does not exactly describe it, because weapons are being used and 
heat is being generated. The weapons are economic, psychological, 
and political. We have little choice concerning whether we fight 
this war or not. Weare in it. It is of vital importance that we not 
only hold our own with these nonmilitary weapons but also make 
gains, for two reasons: first, if we use the economic, psychological, and 
political weapons effectively the chances of ever having to use military 
weapons are diminished; second, if we do have to defend ourselves 
militarily, our position will be measurably stronger. 

Foreign trade strengthens our own economy. It is essential to the 
economy of most other nations. If stable, strong allies are important 
to us—and we firmly believe they are—then international trade is im- 

ortant to us. And international trade must be a two-way street. 

uch trade provides the best way we have to strengthen our allies and 
our relations with them on the long-term basis. It is just as important 
in this respect as any military agreements which we have worked out 
with them. Military agreements alone will not maintain friendship 
between peoples and nations. 

The Department of Defense urges, therefore, that the Trade Agree- 
ments Act be extended by the Congress for a period of 5 years in order 
to support the following specific objectives which have a direct bear- 
ing on our defense capability. I have kept these brief, Mr. Chairman, 
because it seems to me that if you want any buildup of them we can 
do that under the questioning. 

(a) To help provide this country the assurance of sufficient quanti- 
ties of strategic materials that are important to our civilian economy 
and essential to our defense effort. Toa substantial degree the United 
States is dependent on other parts of the free world for these critical 
resources, just as other parts of the free world are dependent on the 
United States for products and materials that we produce. For this 
reason, it is absolutely essential to create conditions favorable to the 
growth and expansion of these sources of materials and of these 
trade channels. 

(6) To help buttress the economies of our allies and so strengthen 
our collective security. The defense of the United States is largely 
dependent on an effective mutual security system. Our allies in man 
cases provide advance bases for the defense forces cf the free worl 
permitting PAPER of worldwide deployment of such elements of 
strength as the Strategic Air Command, our Navy forces, and 
elements of our Army. It is therefore emphatically to our interests 
to have strong allies. In many cases trade with the United States is 
a highly important element in their strength. Such trade, therefore, 
must be promoted. 

(c) To help foster healthy relations with uncommitted nations. 
Increased trade with the uncommitted areas is necessary to their 
economic development. We want these nations to aline themselves 
with the free world. Growth in trade with these areas can be an 
important step toward that objective. 

(7) To help strengthen our own economy. While this subject will 
be discussed fully by others, and as I understand it was discussed fully 
by Secretary Weeks yesterday, it should be noted here that the United 
States military capability is in the final analysis grounded on our 
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economic potential. To the degree, therefore, that the expansion of 
foreign trade contributes to our economy, it contributes also to the 
maintenance of our military potential. 

I appreciate this chance to speak in support of the principles upon 
which this act is based and particularly upon the defense interest 
which I strongly feel will be promoted by its extension for the full 
5-year period. My Department will be glad to help at any time 
during the hearings and further to amplify our interests in this legis- 
lation whenever the committee wishes to call upon us. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Secretary, we thank you, sir, for your state- 
ment. 

Are there any questions ? 

Mr. Reep. I am not very well prepared for the questioning. © I just 
got out of a siege in bed. I was sorry to miss the testimony yesterday, 
and I am afraid I missed some of your testimony here this morning, 
Mr. Secretary. I would like to ask this question. 

As far as national defense goes, do you not believe that it is better 
for us to develop our own defense industries here as far as it is 
possible, rather than to try to rely on other countries for our defense 
supplies when war comes / . 

Secretary McExroy. We have done this, Mr. Reed. Our principal 
source of manufactured weapons is right here. The thing that we 
need, however, is a supply of certain raw materials which are either 
not available at all in this country or are not available to the extent 
needed. 

Also, as we look down the road, we believe that we are becoming 
more and more of a have-not Nation in certain of these rather scarce 
raw materials. 

Mr. Reep. I agree with you a hundred percent. It is on materials 
that we do not have that we could do business with other nations. 
But I do not think there is much advantage in having industries that 
compete with ours developed abroad, with transferring of payrolls 
there. 

I think our whole foreign trade system should be based on trade 
with those countries that can supply us with the raw materials that we 
do not have or cannot develop here. But I do not think that we 
should develop countries that can turn on us, placing us at a very great 
disadvantage. 

I noticed the President took some action on the question of watches. 
There was an item on which we needed a lot of fine technical work, 
and it could be supplied only by Eastman Kodak or perhaps some 
other company in the case of war. 

But I do not think that foreign trade is necessarily the all-impor- 
tant thing. What is happening is that because of the low wages 
abroad, our industries are going abroad, and I do not think that is 
helping us at all. 

Secretary McE roy. As far as defense production is concerned, the 
principal weapons that we use here, in fact almost all of the weapons 
that we use are manufactured, as I am sure you realize, in this coun- 
try. The principal phase of our first point here, the necessity of our 
maintaining relationships with other countries, which would let us be 
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in - position to import the materials we need, referred to raw mate- 
rials, 

Mr. Reep. How much foreign trade do we need? We have about 
$10 billion now of foreign trade, approximately. Do you think we 
would be better off if we were to increase that to perhaps $25 billion, 
$50 billion, $500 billion? Do you think that it is a necessity in order 
for us to get along ? 

Secretary McExroy. I think this, Mr. Reed: As I tried to indicate 
in my statement, the absolute amount is to some considerable extent 
dependent on what we need to do in order to maintain our friendly 
relationships with our allies. Our allies and these uncommitted na- 
tions, as they are called, do need many of the things that we produce, 
and of course they buy many of the things that we produce. I think 
the figure I have been given, which I believe is right, is that we 
exported last year some $17 billion of the merchandise produced in 
this country, raw materials and products. 

Mr. Reep. And for that vast volume, we have to take imports to pay 
for it, do we not ? 

Secretary McEtroy. We have to take imports to pay for them, or 
we will have to advance money in other ways. 

Mr. Reep. Such as foreign aid ? 

Secretary McExroy. Such as foreign aid, or the advances of private 
firms who may want to be investing money in production overseas. 

As you know, there are a good many so-called invisible items, and 
it is a matter of how you balance your trade. But certainly it is im- 
portant to this country, thinking of its own economic strength, to 
export the large quantities of our products. Most of these are manu- 
factured, outside of our agricultural materials, and they provide sub- 
stantial employment to our people. 

I do not know whether this figure is substantially right. I suppose 
no one could really figure it exactly. But the figure that is customarily 
used as to the number of people that are supported by employment in 
this country as a result of our exports is 414 million people, which of 
course is a very substantial amount. 

Mr. Reep. Do you know how many people are displaced in this 
country by our foreign trade policy ? 

Secretary McExroy. I do not know what the answer to that would 
be. I think that this is true, Mr. Reed: I would think that the number 
would be very substantially less than that employed in producing 
exports because so many of our imports are of the kinds of things 
which we do not have here. 

Mr. Reep. We are manufacturing automobiles and trucks and vari- 
ous other things abroad and bringing them back here. Of course, that 
means payrolls abroad, and it means less on the payrolls here. 

Secretary McExroy. I believe, Mr. Reed, however, that the facts 
would show a great many more automobiles in value are exported 
from this country than are imported. 

Mr. Reep. Do you know the amount of tariff that France has put 
up against our automobiles? 

Secretary McEtroy. I am not familiar with that figure, sir. 

Mr. Reep. How about Great Britain ? 

Secretary McExroy. I am not familiar with that, either. 
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Mr. Rexzp. I will see that that information is put in, because they 
talk about breaking down the trade barriers, but as a matter of fact 
they are building up trade barriers against us all the time. 

ecretary McExroy. I have encountered some of those figures in 
my travels, and I have been led to support a bill of this kind because 
of its reciprocal nature. If we do reduce our own tariffs, we do it in 
return for reciprocal acts by another country. 

Mr. Reep. Do you think that we have done that ? 

Secretary McExroy. Yes; I think we have. 

Mr. Reep. I would like to have the figures. I would like to have 
ou take each country with which we have a trade agreement, and 
Rive the figures set forth on the trade barriers that they have set up. 
In some cases they make a tariff concession, but then they will put 
on some other restrictions which overcome that, and we get no benefit 
at all. 

One example of this is bicycles from Great Britain. They lowered 
the tariff, but then they put on a limitation so that we did not gain 
from that at all, That is the way they play the game. 

Secretary McEtxroy. As you say, there are ways to get around a 
good many of these good intentions. 

Mr. Reep. I think if you analyze each of the trade agreements, 
you will find we got very few concessions, actually, nowhere near 
the. concessions that we should have received in order to have 
mutuality. 

Secretary McExroy. I feel confident you are more familiar with 
that than lam. That has not been my field of responsibility. 

Mr. Reep. I do not want to take up the time of the committee too 
much. Of course, I respect your opinions very much. 

Secretary McErroy. Thank you, sir. 

Mr. Reep. I am glad to hear from you. 

The Cuarman. Are there any further questions? 

Mr. Jenkins. 

Mr. Jenxrns. Mr. McElroy, I would like to turn to page 3 of your 
statement, where you state: 

The Department of Defense urges, therefore, that the Trade Agreements 
Act be extended by the Congress for a period of 5 years in order to support the 
following specific objectives— 
and so forth. I just want to ask you this. 

I think you have made a very nice statement here, but you have an 
opportunity to know better than we do who and where and what is 
opposed to your views. Has any opposition grown to the views 
that you have taken? and if so, could you tell us about them? 

Secretary McEtroy. I know that there is opposition to what is 
being recommended, if that is what you are asking me, Mr. Jenkins. 

Mr. Jenxrns. Yes. 

Secretary McExroy. I am glad to talk to a man from Ohio, too, sir. 

Mr. Jenkins. Yes. We talk the same language. 

Secretary McEtroy. I do not know whether you want me to give a 
quick summary of what I understand to be the objections to this bill 
or not. 

Mr. Jenkins. Yes. I think it would perhaps take too much of 
your time and ours to go into it at this time. You can amend your 
statement and have it included in there, but I would like to know 
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that. You have set out a fine statement, but there is bound to be 
opposition to it, and some pretty convincing opposition. I would 
Tike to have both sides of that. 

Secretary McEtroy. Would you like me to put it up and then ex- 
press my reasons for having reached a positive view ? 

Mr. Srwpson. Yes; I would like you to add to your statement. 

Secretary McEtroy. I would be very glad to do that, sir. 

The Cuarrman. Without objection, the Secretary will include that 
within his remarks. 

Secretary McErroy. 1 shall be glad to do that. 

(Addendum to statement with accompanying letter follow:) 


THE SECRETARY OF DEFENSE, 
Washington, March 17, 1958. 
Hon. Witzeur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives. 


Dear Mr. CHAIRMAN: When I appeared before you on February 18, in support 
of H. R. 10368 and other identical bills to provide a 5-year extension of the Trade 
Agreements Act, I was requested to file a statement of objections to the Trade 
Agreements Act. 

In compliance with that request, I am submitting herewith a statement by the 
Department of Defense of such objections and the Department’s answers to such 
objections. I trust that they will be useful to your committee. 

Sincerely yours, 
Net McBEroy. 


STATEMENT OF THE DEPARTMENT OF DEFENSE WITH REGARD TO OPPOSITION TO THE 
TRADE AGREEMENTS PROGRAM 


During testimony before the House Ways and Means Committee on February 
18, 1958, Mr. Jenkins requested that the Secretary of Defense file a statement of 
objections to the Trade Agreemerts Act. In complying with that request, he was 
offered the opportunity of stating also the answers to such objections. 

The various objections raised to the trade-agreements program appear to be 
facets of three basic ones, and it is with these that this statement proposes to deal. 
Opponents charge that: 

(1) The operation of the trade-agreements program is harmful to our 
economy in that it threatens the existence of important domestic industry 
and causes unemployment. 

(2) The operation of the program poses a threat to our security. 

(3) The program is not reciprocal; the United States reduces its duties 
without receiving equivalent reductions from its trading partners. 

In the opinion of the Defense Department, these objections are not valid. 

The reciprocal-trade program, far from being harmful, is important to the 
health and growth of our economy. During the year 1957 exports of manufac- 
tured products, raw materials, and foodstuffs, exclusive of military aid, reached 
the total of approximately $19% billion. During that same year imports in these 
categories totaled approximately $13 billion. 

Foreign trade provides the livelihood for at least 444 million workers, or about 
7 percent of our labor force. Testimony before the committee shows that our 
exports of goods and services currently represent about 6 percent of the Nation’s 
output. In fact, the value of United States goods exported abroad in 1956 ex- 
ceeded the value of all domestic consimer purchases of automobiles, parts, and 
accessories. About 9 percent of our entire output of movable goods was exported 
in 1956; for example, 11 percent of our machine tools, 19 percent of our produc- 
tion of trucks, 26 percent of our construction and mining equipment. 

During the last 5 years the volume of our exports has steadily grown, whereas 
imports have remained at or below the 1953 level throughout this period. For 
instance in 1953 we exported about $900 million worth of chemicals and imported 
some $450 million worth. In 1957 chemical exports totaled $1% billion while 
imports of such goods remained at about the same level. The committee has 
similar statistics in connection with other industries. 
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Repeatedly one hears the statement that it is necessary to import if we are to 
export. Why is this so? American producers operating in foreign markets 
want to be paid in dollars with which they can settled their obligations. They 
cannot meet their payrolls in pesetas or pay francs for their raw materials, fuel, 
or taxes. Settlements with foreign buyers are possible only to the extent that 
those buyers can obtain dollars. The continuing need of many countries to 
maintain balance-of-payments restrictions directed toward conserving their scarce 
dollars bears witness to the fact that foreign demand for our goods outruns the 
means of payment. The problem for those countries is how can they pay for the 
goods they want to buy from us. To the extent that countries can replenish 
their supply of dollars by selling goods to us, they can continue to buy from us. 
If we diminish our purchases from them, their ability to buy from us likewise 
declines. 

In stressing our duty to expand foreign trade, it is equally clear that we have 
a duty not to grant tariff reductions which cause serious injury to individual 
segments of American business. Safeguards contained in trade agreements legis- 
lation meet this essential need. It is unnecessary to cite to the committee the 
escape Clause provision of the law. Since its enactment the President has made 
escape Clause decisions on 23 commodities. On 9 occasions he invoked the escape 
clause and declined to do so in 14 cases. f 

In the cases where he did not invoke the clause, the President documented fully 
and publicly his reasons. Primarily, these decisions were based on the conclusion 
that serious injury as a result of imports had not been demonstrated, or that a 
proposed tariff increase would not remedy the situation in any significant way. 
In arriving at these decisions he also had to weigh the effects of particular actions 
on our relations with other nations and on military security. 

With regard to unemployment resulting from foreign competition, it is difficult 
to cite precise figures in the absence of scientific studies. Such calculations as 
have been made indicate that adverse impact of foreign imports is far less than 
indicated by some observers. By considering the employment statistics of indus- 
tries which have filed escape clause petitions, we can arrived at an informed 
judgment. In these 23 cases the peak employment of all workers was 113,000 
and the composite total of the lowest employment for all 23 industries was 85,000, 
a difference of 28,000. In other words even if the troubles of these 23 industries 
could have been entirely attributed to imports, the possible total dislocation 
amounted to only 28,000. This certainly does not indicate a problem for the 
Nation as a whole. It seems reasonable to conclude moreover that our growing 
export trade more than offsets any losses of employment occasioned through 
imports. 

Secretary McElroy has already testified to the importance of the trade agree- 
ments program from the point of view of the Department of Defense. In this 
testimony he made the point that foreign trade strengthens our national economy, 
and economic strength is in the final analysis the basis of our national security 
effort. In support of that testimony, the following can be pointed out in con- 
nection with alleged threats to security. 

The national security amendment of the Trade Agreements Renewal Act of 
1955 provides that the Director of the Office of Defense Mobilization should 
advise the President whenever he believes that any article is being imported 
into the United States in such quantities as to threaten to impair the national 
security. If the President agrees there is reason for such belief, he is to have 
an immediate investigation made to determine the facts. If on the basis of 
such investigation, the President finds that impairment of the national security 
is threatened he is specifically empowered to “take such action as he deems 
necessary to adjust the imports of such article to a level that will not threaten 
to impair the national security.” 

Turning to the other side of the security coin one finds the statement of Mr. 
Khrushchey made on November 2, 1957, in which he declared “war” on the 
United States in the field of trade. This is a serious economic offensive by the 
Soviet Union against the free world and if successful could seriously endanger 
our security. 

The role of trade in the Soviet bloc economic diplomacy is clearly indicated 
by Khrushchev’s admission to a congressional delegation that the U. 8. 8S. R. 
values trade more for political purposes than for anything else. This is par- 
ticularly true of bloc trade with the less developed countries which rose by 
70 percent from 1954 to 1956. 
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Foreign trade is conducted as a state monopoly in bloc countries. This per- 
mits trade to be directly and easily tied to overall government policy without 
regard to ordinary commercial considerations. At the same time the bloc ig 
pursuing broad political objectives, it is in a position to combine business with 
politics. Industrial development in the Soviet bloc, expanded capital goods pro 
duction, and the demand for food and raw materials provide an economic basgig 
for trade with less developed countries. 

Soviet bloc offers to expand trade have met a favorable reaction in many of 
the less developed countries, particularly in cases where primary producers 
were finding it increasingly difficult to dispose of commodities in normal cash 
markets. Thus, Iceland’s fish marketing problem opened the door for negotia- 
tions of large-scale trade agreements with the bloc. 

The trade agreements program has made it possible for us to counter this 
threat by permitting us to enter into trading relations with the other countries 
of the free world on the basis of principles for the orderly conduct of inter- 
national trade which reflect the basic tenets of our economic philosophy. 

Coming now to the third basie objection that reciprocal agreements are not 
in fact reciprocal, the facts simply do not bear out this assertion. 

Records show that we have obtained from other countries duty reductions or 
bindings on $7 billion of exports of which at least half would be exports of 
goods that pay duty in the importing country. We in return have granted con- 
cessions on about $7 billion also, but almost three-fifths of this amount has 
consisted of binding rates for goods which already entered our market. duty 
free. / 

As testified by the Secretary of Commerce we find in the case of individual 
countries that in West Germany the average ad valorem duty rate was less 
than 8 percent in 1956. Contrast this with the 28-percent rate in prewar Ger- 
many in 1987. Data from France show a decline from 17 percent to 6 percent 
and for Italy a drop from 12 percent to 8 percent. 

It is true that following the war many foreign countries imposed quantitative 
restrictions on dollar goods for balance-of-payments reasons. We agreed to 
such quotas so long as they were made necessary by such balance-of-paymnets 
problems. Naturally, this situation deferred some of the benefits to be obtained 
from tariff concessions, but this was inevitable so long as countries could not in 
any case pay dollars for more imports. 

Much progress has been made in recent years in breaking such quotas on 
imports of our goods. Presently there are virtually no restrictions on import 
of dollar goods imposed by Belgium and the Netherlands. Impressive progress 
has been made in the cases of Germany, Sweden, Italy, Denmark, and Norway. 
If we follow a cooperative trading policy we can expect other countries to make 
greater efforts in eliminating their quota restrictions. 

Finally, a word about the level of United States tariff as compared with those 
of other countries. It is often said that United States tariffs are already among 
the lowest in the world. There appears to be no practical method of measuring 
with reasonable accuracy the relative level and degrees of restrictiveness of 
tariffs levied by individual countries. Specialists who are constantly working 
on these matters consider the present United States tariff to be about midway 
between the tariffs of the high- and low-duty countries. Further concessions 
which might be made under the trade-agreements program would, of course, 
be accompanied by similar concessions on foreign tariffs. 

The foregoing, of course, contains only some of the highlights of the great 
body of rebuttal material. It does, in the judgment of the Defense Depart- 
ment, convincingly illustrate that from the viewpoint of our overall national 
welfare, continuance of the trade-agreements program is necessary. 


The Cuamman. Are there any further questions? 

Mr. King will inquire. 

Mr. Kine. Mr. Chairman, I understood that the gentleman from 
Ohio would like the Secretary to give the pros and cons of this whole 
matter. 

Is that the way you understood it, Mr. Secretary ? 

Secretary McExroyr. I gathered he wanted it rather briefly stated, 
and I plan to keep it quite brief. 

Mr. Kine. He accepts your statement, but he wants you to make 
another one, confusing it or rebutting it. Isthat it? 
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Mr. Jenxins. No;no. Iamnot doing that at all. 

I think he understands what I want him to do. 

Mr. Kine. Then, would you be good enough to tell me what Mr. 
Jenkins wants you to do, Mr. McElroy? 

Secretary McExtroy. What I plan to do, Mr. King, is to make a 
very brief summary of what I regard as the points of or to 
this bill and make a brief statement as to why we in the Department 
of Defense continue to support it despite this opposition. 

Mr. Kine. You know about the opposition, do you, Mr. Secretary ? 

Secretary McExroy. Yes. I read the papers, sir. 

Mr. Kine. Very well, then, sir. 

The Cuarrman. It is quite apparent that the Secretary understands 
what Mr. Jenkins desires him to put in the record. 

Secretary McEtroy. Am I right about what you want, Mr. Jenkins? 

Mr. Jenxins. Thatisright. You are absolutely right. 

The Cuarrman. Mr. Simpson will inquire, Mr. Secretary. 

Mr. Stmpson. Mr. Secretary, I agree with you that there is a direct 
relationship between extension of the trade-agreement legislation and 
our future military power, but I expect that my conclusion on that 
point differs from yours. 

Secretary McEtrroy. It could. 

Mr. Srtmpson. Certainly, you will agree with me that to the extent 
that the maladministration of the trade-agreements legislation exists 
or that the legislation itself is defective and causes unemployment 
here and hardship here at home, it does not help our future military 
power. 

Secretary McExroy. I think any legislation which is not well ad- 
ministered can be defeated by poor administration. 

Mr. Srupson. Have you been familiar with this trade-agreement 
legislation since the early thirties ? 

Secretary McErroy. Only asa citizen. I would not say that I have 
been familiar with it in any detailed terms. 

Mr. Stmpson. I just suspected that you were not enthusiastic about 
it in years past. 

Secretary McEtroy. I think I was for it. The degree of enthusiasm 
I would not like to state. I would have been for it; yes, sir. 

Mr. Srmpson. You recognize, of course, that in this act there is 
nothing that would apply at all to the strategic materials you talk 
about, because they are not subject to tariffs, anyway. 

Secretary McExroy. I understand that. But the thing that I do 
think is important, Mr. Simpson, is that in order to keep open the 
friendly channels of trade by which we acquire these essential imports 
of raw materials which are either unavailable in this country or not 
available in adequate quantities, we have to go beyond simply a will- 
ingness to import those items as a means of establishing a favorable 
environment for trade. 

Mr. Simpson. Are you assuming, sir, that the countries from whom 
we are getting this strategic material, these minerals and so on, are 
countries with which we have reciprocal-trade agreements? 

Secretary McEtroy. Some of them; yes. 

Mr. Simpson. Even though the item itself is not included in the 
negotiations, you are of the conclusion in your own mind that the 
authority to make agreements is important, so far as the certainty 
of our strategic material supply is concerned ? 
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Secretary McExroy. Yes; because I am assuming that there will 
be alternate markets for these materials. They can be sold either 
to a country that is regarded as friendly or one that is regarded as 
somewhat less friendly. That kind of thing is of particular impor- 
tance in times of real international stress and strain. If we are to 
get the output of some mineral or other raw material which is essen- 
tial to us, which might be sold either to us or to some other power 
which would be unfriendly, I think the establishment of friendly 
relationships, which can be done partly through the establishment of 
favorable trade relations, is important. 

Mr. Stmpson. Even though we have no agreements with that par- 
ticular country at all? 

I am trying, if I may interrupt, to discern just what connection 
there is between the trade agreements legislation and the hundreds 
of items and the 50 percent of our imports that we get where there 
is no duty whatever imposed. When you suggest that our future 
military power is directly related to trade agreements, I just cannot 
see it. It seems to me we are making a mountain out of what is nothing 
but a molehill, and the molehill is causing hardship and unemployment 
here at home. 

Secretary McExroy. It all turns on this point: I realize that there 
is no necessity of reducing any duties on these essential raw materials, 
because there are no duties on most of them. 

Mr. Sureson. And you recognize that the major part of this bill 
now before the committee is to authorize the President to make fur- 
ther cuts in tariff? 

Secretary McExroy. Yes. 

Mr. Stwpson. And there is no tariff to be cut in these areas. 

Secretary McExroy. No. But what my statement in this particular 
area turns on is whether or not you are successful in obtaining these 
raw materials depends to a considerable extent on the maintenance of 
friendly relationships with the countries that control these, and the 
maintenance of friendly relationships often turns on whether we are 
willing to take some of the other output of those countries as an im- 
port into this country. 

Mr. Sruarson. Now may I ask, sir, as to this: I am sure you must 
recognize that some of the industries that have complained that as a 
result of tariff cuts they are suffering serious injury have been able 
to justify their claims, for the Tariff Commission has agreed in a 
number of instances, and relief in some instances has been afforded. 
So you do realize that there is a point, I am sure, at which an industry 
may be injured. 

Secretary McExroy. I do, sir. 

Mr. Suwpson. Keeping in mind your point that the Trade Agree- 
ments Act is important to our future military power, and recognizing 
that where an industry is injured and possibly forced to close down, 
or certainly to cause unemployment in that area, there is a burden, 
there is an expense upon that businessman or, of greater importance, 
upon the workmen who work for that industry, is there not, a burden? 

Secretary McEtroy. There isa burden; yes, sir. 

Mr. Stmpson. To the extent, then, that our future military power is 
an overall national effort, why should that specific burden of that 
sacrifice be levied upon the backs of the unemployed workmen or upon 
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that individual industry? And why do you not recognize that this 
is a part of the cost of the overall national effort and make the money 
up otherwise—in other words, protect this man and his job and charge 
this expense to our regular governmental repent expenses ¢ 

Secretary McExtroy. Charge it to the military? 

Mr. Srupson. Yes, to the military power. 

Secretary McExroy. I think that would be something that is un- 
likely to be done over a period of time without its being abused. I 
believe you would think so, too. 

Mr. Sureson. Let me put it another way. 

Do you think it is right that the man who works in industry should 
lose his job by closing down his industry in order to build up our 
future military power ¢ 

Secretary McExroy. I do not think, myself, that we are going to 
face very many situations of that sort, and I do not know of any. 
My understanding of this bill and of the bill as it has existed—this 
particular program as it has existed in the past—is that as you point 
out there are methods of obtaining relief in those situations where 
there has been some extreme suffering on the part of an industry. 

Mr. Stmurson. Under those circumstances, do you agree with me 
that the industry should be given some relief ? 

Secretary McErroy. I do not think I can be quite as general as 
you are suggesting that I be. I am on a Committee of which the Secre- 
tary of Commerce is the Chairman and which has a number of Cabinet 
officers on it, which is supposed to receive these recommendations from 
the Tariff Commission and advise the President about them. 

Mr. Stmpson. Do you have any authority on that Committee to 
direct that relief recommended by the Tariff Commission shall be 
given to the industry ! 

Secretary McEtroy. We are advisory to the President. 

Mr. Stmpson. The answer is that the Committee does not have the 
authority to give relief ¢ 

Secretary McEtroy. No; the President. 

Mr. Srrson. Who gave that advice to the President prior to your 
Committee’s appointment? I will not push on that point if you do 
not know offhand. 

Secretary McExroy. I do not think I know the answer to that, 
Mr. Simpson. 

Mr. Simeson. It is all right. I will get it from elsewhere. 

Thank you very much, Mr. McElroy. 

The Cuarrman. Mr. Ikard will inquire, Mr. Secretary. 

Mr. Ixarp. Mr. Secretary, on page 3 of your prepared statement 
you enumerate the objectives of this legislation from a defense stand- 
point. The first of those is— 

To help provide this country the assurance of sufficient quantities of strategic 
ie that are important to our civilian economy and essential to our defense 
efiort. 

I would like to have your comment on the situation where just the 
reverse of that is true, where we have an abundance of an essential 
strategic material, and to know what your feeling is with respect to 
ong that domestic industry healthy. I refer specifically to petro- 
eum. 

Secretary McEtroy. I wonder whether I could ask that that be 
repeated. I donot think I quite understood the question. 
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Mr. Ixarp. What I am asking is this, Mr. Secretary. One of the 
reasons that you give in your statement for supporting this legislation 
is the fact that there is a need in this country for certain raw ma- 
terials that are essential to our national defense and necessary in our 
civilian economy and it is necessary to bring in such materials of 
which, I assume, we do not. have. sufficient quantities from domestic 
sources to take care of our defense and civilian needs. 

My question is this. I would like you to comment on a situation 
where we have just the reverse of that, where we have an abundance 
of essential products or natural resources such as petroleum. Do you 
feel that we should preserve the health of that domestic industry to the 
point where it can meet our defense needs and requirements and our 
civilian needs? 

Secretary McEtroy. This Department has already given its opinion 
that the maintenance of a healthy domestic petroleum industry is of 
major interest to the Department of Defense.’ This opinion was given 
in connection with the consideration of setting up the voluntary import 
control, which is now being implemented, and [I think our position 
isclear. This country must have a strong domestic petroleum produc- 
tion for the independent maintenance of i ts defense posture. There 
is no doubt about that. 

Mr. Ixarp. Then, Mr. Secretary, in view of the fact there is now 
some evidence that some importing companies do not intend to comply 
with the voluntary program, so-called, that is now in effect, would you 
favor a compulsory program to reach ‘that end, assuming that there is 
not complete compliance ? 

Secretary McEtroy. I would rather hold that one, if I could. My 
Cairne is that the major importers are abiding by this volun- 
tary control, whatever one calls it, informal agreements or whatever 
it may be, and that the difficulties are with smaller companies. If this 
can be done by voluntary means, I think all of us in this country would 
prefer to see it done that way. We area country that prefers voluntary 
to rigid controls. 

I would still hope that this could be done on a voluntary basis, but I 
am quite willing that, as of the time when the Cabinet officer respon- 
sible for the success of this program comes and says it is not workable 
on a voluntary basis, to share in whatever decision is reached at that 
time. I would rather not say what my view is now. 

Mr. Ixarp. All right. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Holmes will inquire. 

Mr. Hotmes. Mr. Secretary, the Defense Department is plaving an 
important role in handling some of these strategic materials by bar- 
tering off farm surplus commodities, are they not? In other words, 
in Public Law 480, the Agriculture Department enters into a program 
sometimes with nations throughout the world to deliver them a certain 
amount of surplus food and in return to receive some strategic 
materials. 
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Secretary McExroy. I do not. know about any except the most essen- 
tial facts about Public Law 480, which I really learned about more 
from my previous connection than I have here in Government. It is 
not a program with which I am familiar in detail. 

Mr. Hoxtmes. Do you have representatives of the Defense Depart- 
ment that enter into consultations with the Department of Agriculture 


jn relation to this exchange of agricultural surpluses for strategic 


materials, or does that come under the Defense Administrator ¢ 

Secretary McErroy. Yes; there is a permanent committee arrange- 
ment to consult with the Department of Agriculture in connection with 
the operation of Public Law 480. 

Mr. Hotmes. If we can continue under 480 to dispose of surplus 
agricultural commodities in trade for strategic materials, I think it 
isa very constructive program. 

Could you, in answer to my second question, outline in a general 
statement the extent that this country is dependent upon certain 
strategic materials coming from overseas? I do not not refer to classi- 
fied information, but is it an important phase of your strategy of de- 
fense ? 

Secretary McExroy. It is in certain materials. I have listed some 
here because I thought the question might come up; and I am pre- 
pared, if you would like me to do so, Mr. Holmes, to put a list into 
the record. But I might give just a few of those now. 

Mr. Hotmes. I would be happy to have you mention a few of them 
and insert the rest in the record, please. 

(The material referred to above is as follows:) 


STATEMENT OF THE DEPARTMENT OF DEFENSE ON Sources OF ESSENTIAL Raw 
MATERIALS IMPORTED INTO THE UNITED STATES 


Essential raw materials imported into the United States account, on a value 
basis, for more than half of the total imports. They make an important con- 
tribution to the economy of the country. 

Although technological progress has occasionally—notably in the case of silk 
and natural rubber—made us less dependent upon imports, it is predicted that 
for many essential raw materials we will remain a deficit nation and will tend 
to become increasingly dependent upon foreign countries as our consumption of 
basic materials increases and, in some cases, our high-grade resources are used 
up. This is, of course, a long-range problem. Temporarily, the discovery or 
development of a new source of supply or a falloff in world demand may result 
in problems of oversupply and lower prices. 

Many of the essential raw materials, classified as strategic and critical under 
Public Law 520, 79th Congress, are stockpiled for emergency use. The progress 
in meeting the objectives for a 3- or 5-year emergency are regularly reported 
to the Congress. The Office of Defense Mobilization noted in its January-June 
1957 report that rapid technological advances in weapons and changes in 
strategic planning concepts will necessitate recomputation of mobilization 
requirements. 

There are listed in table A selected stockpiled strategic and critical materials 
with the principal sources of imported supplies in recent years. Similar data 
for other essential materials, not classified as strategic or critical under Public 
Law 520, are given in table B, and data on a few imported foodstuffs in table C 
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Taste A.—Selected strategic and critical materials: Percent of United States 
supply imported and percent of total imports, by source 
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TaBLE B.—Selected essential raw materials, not classified strategic or critical: 
Percent of United States supply import and percent of total imports, by 
source 
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Taste C.—Selected foodstuffs: Percent of United States supply imported and 
percent of total imports, by source 
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Secretary McEtroy. Chromite is an example; manganese is an- 
other; bauxite, cobalt, tungsten, nickel; and industrial diamonds are 
another rather major one which can perhaps be made in this country 
by industry at some point but is not yet available in sufficient quan- 
tities. In fact, it is not in any manufacturing production form yet, as 
you probably have read, at least by any of the major companies here. 

Mr. Hotes. General Electric, I guess, is involved in that. 

Secretary McEtroy. Yes. I hesitate to mention the company, be- 
cause I used to have a connection with that company, and I do not 
want to be involved in a conflict of interests. 

Mr. Hotmes. I do not think you would be involved in a conflict of 
interests at all, Mr. Secretary. 
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Thank you very much. 

The Cuarman. Mr. Boggs will inquire, Mr. Secretary. 

Mr. Boges. Mr. Secretary, first let me commend you on your state- 
ment. 

Secretary McE troy. Thank you, sir. 

Mr. Boaes. I would like to ask one or two questions, one in connec- 
tion with petroleum. 

It would be fair to say, would it not, that Canada is essential to 
the defense of the Western Hemisphere ? 

Secretary McExroy. There is no question about it. 

Mr. Boces. And that we have a very, very close defense arrange- 
ment with the Dominion of Canada? 

Secretary McExroy. Yes, sir. 

Mr. Bocas. What threat, then, to our defense effort do you see in 
the imports of oil into this country from across the Canadian border? 

Secretary McExroy. I do not believe I regard it as a threat. I think 
what I would judge is the basis of the question is the concern of the 
people of Canada over the possible impact on their economy of re- 
strictions on the imports of petroleum into this country. I know that 
they do have some concern over that possibility or, as I guess, that 
probability. 

Mr. Boaes. I think you missed the point of my question. We have 
imposed these restrictions on the importation of petroleum from Can- 
ada, which Canada resents ieee. and it has caused a great 
deal of friction between that country and ours. Canada says quite 
properly that, every time we get into a pinch as far as petroleum is 
concerned, we look at it from a hemispheric point of view; but, the 
moment our supplies get overabundant, then we look at it from a dif- 
ferent point of view. 

Secretary McExroy. I think Canada has a very good point, but 
I think we have a good point in this country also. It starts from the 
point that I made earlier here, that we need in this country, for the 
maintenance of our defense, a strong domestic petroleum industry. 
We have said that in the Department of Defense. 

Mr. Boces. I can understand that, perhaps, as far as Saudi Arabia 
is concerned, or if Canada were to collapse and be conquered by an 
enemy, our prospects would be rather dim. 

Secretary McExroy. I think it comes down to this: 

I have a brother-in-law who lives in Canada. He was down here 
a week or 10 days ago and was talking to me about this. This is not 
my business particularly, but nevertheless, if you are in govern- 
ment, people are likely to talk to you about anything having to do 
with government, and he did. 

The answer that I gave to him, and that I would give to you, sir, 
is that all of these petroleum-producing countries are countries that 
we think are important. When you start applying rules of restric- 
tion which seem to say that you have a No. 1 friend, a No. 2 friend, 
and a No. 3 friend, then you start having trouble keeping your 
friends. 

Mr. Bocas. Yes; but the trouble about that, Mr. Secretary, is that 
such an answer just ignores certain very elementary economic facts. 
The natural market for the crude oil of the Middle East is Europe. 
The natural market for the crude of the Western Hemisphere—which 
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includes the United States, Mexico, and Canada—is the Western Hem- 
isphere, including the United States. So there is a very valid rea- 
son for distinction between Middle East crude and Canadian crude. 
That does not involve any discrimination among friends. 

Secretary McExroy. You also have Venezuelan crude and crude 
from other places which are important. 

Mr. Boees. Most of the Venezuelan crude moves to the United States. 
Some of it moves to Europe. 

Secretary McExroy. I would like not to get in over my head in a dis- 
cussion which I take it you are very well informed on and I think 
probably better informed on than I. The ae point I would like 
to make from the defense standpoint on petroleum is that we have 
said and we do say that the maintenance of a healthy domestic 
petroleum business is essential for the maintenance of our defense 

ure. 

Whether we are applying the restrictions to the import of petroleum 
products in relationship to that necessity in the right way or not is 
something that I think is a subject that requires the answer of better 
posted people than myself, because I do not happen to administer the 
program, and I am not familiar with its details. 

Mr. Bocas. I will direct those questions to Mr. Gray and some of 
the other witnesses. 

In connection with the line of examination of my distinguished col- 
league, Mr. Simpson of Pennsylvania, is it your thought that in order 
to protect some industries, many of which might be uneconomic, we 
should penalize all the consumers in the United S ‘ates by increasing the 
cost of products to them by excessive tariffs or quotas ? 

Secretary McEtroy. This is the kind of question which goes back, 
I think, to the theoretical possibility—I believe it is theoretical in 
this country—of completely free trade. Any time you put a tariff 
on anything coming into this country, you do charge the consumers 
of this country for the maintenance of the vitality of an industry 
which is protected by that tariff. If you are asking me whether I 
believe that there should be some tariffs in this country, I do think 
there should be some. 

Mr. Boces. No; that is not the question I asked. I asked, in the 
case where it can be shown that a given industry is uneconomic—for 
instance, high-cost mines—should we have a tariff or quota which 
make the products involved much more expensive than they would 
otherwise be? 

Secretary McExroy. I think my answer has to be that there are 
considerations which have to be in the picture other than a strict 
economic one. 

I will take your example of the mines, because I am assuming that 
we are perhaps talking about lead and zinc, which are pretty hot 
subjects at the moment, and I have some friends that are in the 
industry. 

Mr. Boaas. We all have friends, you know. 

Secretary McEtroy. Yes. We never have too many, I suspect. 

That one, of course, is a subject of immediate concern, as I un:ier- 
stand it, to the Tariff Commission. Much of the production of lead 
and zine in this country is in areas where you are getting into high- 
cost mining in relationship to what you have in other parts of the 
world. 
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I have not been asked this, we have not been asked it specifically 
as far as I know, within the Department of Defense, but I think that 
there are defense questions having to do with our production of essen- 
tial minerals, including lead and zinc, which should have a Defense 
Department consideration along with the strictly economic considera- 
tions. 

I do not know whether that answers your question, because you 
related it to a mine, and I think if you put it in relationship to a 
manufactured product, it would be a good deal more difficult question. 
I think then you would have a good deal more concern about the 
establishment of essentiality in the national-defense interests. 

Mr. Boces. Let me put the question this way to you, Mr. Secretary. 
And mind you, I think we are on the same side of this discussion, at 
least I hope so, although I must say that sometimes I think that this 
administration suffers from a considerable degree of schizophrenia 
on this subject. They talk about free trade or freer trade, liberalizing 
trade, and every time there is a little bit of pressure such as in the 
Canadian oil situation, we immediately have just the opposite of freer 
trade. 

But we are now witnessing a very historic development in the field 
of foreign trade, in that six European nations have, as of this Janu- 
ary, formed a European common market. This is a tremendously 
significant event. Asa matter of fact, two historic enemies, Germany 
and France, are together in this enterprise. 

Of course, this is only the culmination of a long series of events. 
I would think that the first was the Customs Union which was formed 
_ shortly after the war between Belgium, Holland, and Luxembourg; 
later, the Coal and Steel Community; and even later, the atomic- 
energy pool of resources. Of course, in the military field, there is 
NATO, about which I need not speak in any detail with you. 

But now we come to a common-market concept of eliminating bar- 
riers altogether between these great countries, and these countries 
have recognized the problem which Mr. Simpson touches on, namely, 
that there are operations which are not economic and which ultimately 
will not survive. I presume that it is more economic to manufacture 
steel in the Ruhr Valley than it is somewhere else, Italy for instance. 
So what they have done is set aside a fund to ease the workers, the 
capital investment, and the management people involved over these 
difficult times. 

Now, seeing the rise of this European common market, it seems to 
me that it is incumbent upon us to have some approach which would 
go a little bit beyond the normal tariff concept or the normal escape 
clause and peril-point concept, and that we might very seriously con- 
sider measures which are designed to give economic assistance of one 
kind or another to these miners, textile workers, and others who might 
be affected by some of our own trade policies. 

Are you familiar with such proposals ? 

Secretary McExroy. I have heard about them, and I know that they 
have been proposed as a means of tiding people over the period, dur- 
ing which they find alternate employment in the types of activity 
where we have a greater efficiency in the output of our workers. 

I think it is something that deserves coaialdenndients and I believe 
it has had consideration. The exact status of it as to the administra- 
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tion I am not familiar with because, as I say, it is outside of my 
activity. But I think it makes some sense. 

Mr. Bocas. One final question, Mr. Secretary, and I do not want 
to keep you here unduly. 

Is it fair to say that in our relationships with other countries, par- 
ticularly those that make up the free world, we just cannot compart- 
mentalize that relationship; we cannot carry on a trade war with 
them on the one hand and, on the other hand, carry on a working 
military alliance? Is that a fair assumption? 

Secretary McExroy. I believe that is a fair assumption. 

Mr. Boaes. That is all, Mr. Chairman. 

Secretary McExroy. I would like to go back, if I may. 

I am sympathetic to what you suggested, Mr. Boggs. I think it 
must be realized that the way in which such a method of compensa- 
tion is worked out would be full of a good many difficulties, so that 
I think it would be something that would have to be pretty tightly 
organized and i tightly administered. Otherwise, again it 
could lead, I think, to some poor results. 

Mr. Boees. I might say, Mr. Secretary, that you do this every day 
in your Department. When you close down a military installation in 
a given area, the effect for all practical pu is very much like 
closing down an industry. You take people off the payroll. You have 
the usual economic effect of curtailing expenditures in a given com- 
munity. You have all kinds of procedures which are very helpful 
in the Defense Department, which you know about, which help these 
an to find new jobs and get them over this hump. 

There are all sorts of economic dislocations which occur in our coun- 
try which are not necessarily the results of imports. Fortunately, we 
have worked out many ways of overcoming these difficulties, and cer- 
tainly we cannot be in a position where we are so devoid of ideas that 
we cannot do it in the case of import competition. 

The Cuarmman. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Chairman, first I would like to comment that I 
think my colleague from Louisiana has confused his abnormal psy- 
chology. I do not think that to recognize that all is not black and 
white and that really it is a shade of gray is a form of schizophrenia. 

Mr. Bocas. I admit I am not an authority on the subject. 

Mr. Curtis. Actually, a more common mental ailment is a condi- 
tion of extreme elation and extreme depression. I think in trying to 
create the balance that the Secretary is speaking of it does not mean 
that one is inconsistent in not recognizing black and white. 

Mr. Secretary, your paper seems to get down to a very basic general- 
ity, that as far as national defense is concerned, you feel that foreign 
trade, because it strengthens our economy and the economies abroad 
is very desirable. Then, the further syllogism is that the Reciprocal 
Trade Act is a medium for strengthening our foreign trade. 

Is that in essence what you are saying ? 

Secretary McExroy. That is right. 

Mr. Curtis. From that, then, I gather that you feel that the status 
quo is satisfactory, that the present Reciprocal Trade Act with the 
amendments we now have has worked out pretty well. 
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Secretary McE roy. I think it is as good as anything the adminis- 
tration has been able to develop and which seems acceptable within 
the country. 

Mr. Curtis. You do not make any recommendations for improve- 
ments, I notice. 

Secretary McEntroy. I have no improvements to recommend over 
the bill as proposed. 

Mr. Curtis. How about the bill itself? Are there within the bill 
certain features that change the Reciprocal Trade Act as it presently 
is, that you think from the defense angle are beneficial? I wonder if 
you could point to any particular point. 

Secretary McEtroy. You are talking in terms which are more 
specific than I am prepared to discuss, Mr. Curtis. 

Mr. Curtis. Let me put it another way. 

Secretary McExroy. I understand the principles of the bill, but 
for any specific understanding of the exact changes, I cannot discuss 
them, because I am not prepared to do so. 

Mr. Curtis. What I am really getting to is solely from your ap- 
proach, which is that of Secretary of Defense, whether or not there 
are any proposed changes in this bill, changes to the reciprocal trade 
act which you feel are particularly desirable from the defense stand- 
point. I am confining it solely to your purview. 

Secretary McExroy. I think I would like to go back to my original 
statement, that from the standpoint of the Defense Department we 
feel that this bill as recommended is a bill that we are prepared to 
endorse for the overall objectives of foreign trade. 

Mr. Curtis. I understand that. But we are a committee that is sup- 
posed to be studying this for the benefit of the rest of the House, to 
bring out, if there are some changes that are proposed in here, where 
you think they have a particular bearing on the Department of De- 
fense objectives, so that we in turn can explain it to the rest of the 
House. That is why I am asking you this. Generalities are no good 
for that purpose. 

I know that you are behind the whole thing, but I am asking you the 
specific question: Are there any proposed changes that bear particu- 
larly on the defense picture that you would like to point out? Your 
statement is very general. 

Secretary McExroy. It is general because it was intended to be 
general, Mr. Curtis. I am very specific about the Defense Depart- 
ment proposals on Defense Department matters. On matters having 
to do with those things which are the specific business of other parts 
of the Government, I can only be general in my consideration of them 
with relationship to the Department that I represent. 

Mr. Curtis. Then perhaps I go back to the basic point. The actual 
structure of the Reciprocal Trade Act, then, has no particular bearing 
on the Department of Defense objectives as you set them out here. If 
there would be any formula for handling our trade matters that would 
strengthen foreign trade, it would fulfill the objectives as you have set 
them out here. Isthat correct? 

Secretary McEtroy. As far as our Department is concerned—and 
there are people who are much more specifically assigned to this with- 
in the Department—we are favorable to this bill as it is now proposed. 
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Mr. Curtis. You are favorable to the present operation, are you 
not 

Secretary McEtroy. That is correct. 

Mr. Curtis. Then, as far as you are concerned, any changes in the 
act would not have any particular defense significance; it would only 
be of general significance. 

Maybe I should ask the specific question. 

Secretary McExroy. I think, if you do not mind, I would rather 
have it that way, if that is satisfactory. 

Mr. Curtis. | want to say this, that it is very little help, I find, as a 
member of this committee, to go to the floor of the House and, if I 
am asked questions by other Members of the House as to what specifi- 
cally in the Reciprocal Trade Act, and particularly in the changes, if 
any has a bearing on defense, for me to give the answer that there is 
nothing specific, that it is just general. 

You see, now is the time for the case to be made. I personally think 
that there are a number of specific things in the present Reciprocal 
Trade Act which are beneficial to defense, specific, not general, and 
probably some of the changes that have been suggested. 

Let me go to a specific point and see if I can get anywhere by asking 
questions on that. 

We have in the present Reciprocal Trade Act what is called the 
national security amendment. That was put in there specifically for 
defense reasons. ‘The first question would be, Has the Hepietanent of 
Defense felt that that has been adequate ? 

Secretary McE roy. My advisers tell me “Yes,” but I have no 
knowledge of this myself. I think the only thing I can do in this case, 
Mr. Curtis, is to say that, if you have a question of that sort, I would 
like to give you the answer for the record but give it to you later. 

Mr. Curtis. Naturally, I would like to have it, but the difficulty of 
providing answers for the record later is that it does not permit the 
committee to interrogate with regard to the answer. It is the specifics 
that go to make up these programs, as far as I am concerned, and that 
makes the difference. I presume that the national security amendment 
has been adequate. There are no recommendations for changing that 
in any way, are there ? 

Secretary McExroy. That is correct. 

Mr. Curtis. The next question would be this: Has it been an unnec- 
sary amendment? Does the national security amendment actually 
serve any purpose from the Defense Department point of view? 
Would you regard that as still a necessary feature of. the Reciprocal 
Trade Act ? 

Secretary McEtroy. I will have to say, Mr. Curtis, I am not famil- 
iar with that to the degree that I would have to be to answer your 
question. I must fall back on our general position; and, if that is 
not satisfactory, then I will have to give you an answer separately, or 
else, if you want to talk on some very specific provisions of the bill, I 
will have to appear before this committee again. 

Mr. Curtis. On the national security amendment provision, let me 
ask this: Has the Department of Defense ever initiated any action 
under that particular amendment? Has it come to the Department 
of Defense’s attention, for example, where we have a product or a 
raw material which has national defense significance and of which 
imports might be damaging? 





> = Sr es 





92 RENEWAL OF TRADE AGREEMENTS ACT 


Secretary McExroy. I am told by my associate that these things 
have come, but they have come to the Office of Defense Mobilization, 
_ Mr. Curtis. How do you coordinate that? Where do they get the 
information that it is important to defense if they did not get it from 
the Department of Defense? 

Secretary McEtroy. They would get it from the Department of 
Defense. e, of course, coordinate with the Office of Defense Mo- 
bilization. 

Mr. Curtis. In other words, to date, to the extent that this particu- 
lar amendment has been operative, it has come about from a com- 
plaint of either industry or labor, which then came to the Office of 
Defense Mobilization and then to your Department ? 

; capa McExroy. If it came on through as it needed to come on 
through. 

Mr. Curtis. It is possible, is it not, that it could start the other way? 
For instance, if one of your military organizations found that they 
were having difficulty procuring a particular item or material, that 
they would initiate action to see to it that the supply of that particu- 
lar thing were available. Is that correct? 

Secretary McExroy. I don’t know the answer to that. 

Mr. Curtis. That is all. 

The CuHamman. Mr. Karsten will inquire, Mr. Secretary. 

Mr. Karsten. Mr. Secretary, in the past, one of the favorite indoor 
peoeanes of opponents of the trade-agreements program has been to 

lame every economic downturn or depression upon the operation of 
our trade-agreements program. Do you feel that the present eco- 
nomic downturn was caused by the operation of the trade-agreements 
program or that it was responsible for our present economic situation ? 

Secretary McExroy. My judgment would be that if it was any fac- 
tor at all, it was an extremely minor factor. I am not aware of its 
having been a real factor at all. 

Mr. Karsten. Would you be in a position to assess the factor that 
was responsible for the economic downturn ? 

Secretary McExrroy. No; I would not. I think the reason for the 
present downturn is a good deal more basic in our domestic opera- 
tions. 

Mr. Karsren. It does not involve the trade-agreements program? 

Secretary McExroy. I would be surprised if the trade-agreements 
program were any major factor inthisatall. 

Mr. Karsten. I have one other question, Mr. Secretary. Last year 
we had producers of lead and zinc before our committee asking for 
an import tax to be placed on the importation of foreign lead and 
zinc. Of course, lead and zinc are essential to our defense require- 
ments. The suggestion was advanced at that time that perhaps a 
subsidy would be the better way to take care of our domestic indus- 
tries rather than try to put a tax on the imports. Would you com- 
ment on that, sir? 

Secretary McExroy. I really don’t have enough knowledge about 
which is superior as a means of supporting a domestic industry. 

Mr. Karsren. A subsidy, Mr. Secretary, would be paid directly to 
the domestic producer. It would permit the trade-agreements pro- 
gram which you appear to favor to go along as it has in the past, 
whereas a tax on the imports would go to the very heart of the trade- 
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agreements program and may be the device that would eventually 
destroy it. 

Secretary McExroy. I see what you mean. 

Mr. Karsten. Would you care to make a choice between those two 
kinds of programs and comment ? 

Secretary McExroy. Again this would be strictly amateur. This 
is not a professional response because this is not an area in which I 
have given a great deal of thought as between one and the other. I 
on see your point, that you could retain the es of the re- 
ciprocal trade agreement by resorting to subsidy if you were going to 
do one or the other. Subsidy is not a word that anybody around this 
country likes very much as a way of maintaining our economy. 

Mr. Karsten. I do not mean to maintain our economy. I mean to 
maintain our defense posture and military strength. 

Secretary McExtroy. We are “ee subsidy in a variety of fields, as 
you well know, sir. It is the kind of thing which once you start 
seems to be locked into our system from then on. It involves pretty 
stiff expense as we proceed. I am not opposing what we are doing at 
the present time, except that the whole concept of subsidy is one that 
should be avoided if it can possibly be. But as you place it before me, 
as between the two, the maintenance of the principle of operation of 
reciprocal trade is to me a very important principle to retain. I 
would suppose having said that I would then prefer the subsidy if we 
had to do one or the other. 

Mr. Karsten. Thank you very much, Mr. Secretary. 

The Cuairman. Are there any further questions? If not, Mr. Sec- 
retary, let me see if I understand at least the substance of your testi- 
mony this morning to the committee. 

In appearing as the Secretary of Defense, have you advised the 
committee that continued trade with our allies and the development 
of trade with the uncommitted nations of the world is an integral 
part of our overall defense posture for the future ? 

Secretary McEtroy. I believe that, and I hope to have said it. 

The Cuamman. That is the understanding I had of your state- 
ment this morning. You indicated during the course of your state- 
ment that you might have something further to say in response to 
questions with respect to the 4 points upon which you base your 
statement that the Congress should continue this program for a 5- 
year period. I will give you the opportunity to add to what you have 
said if you have not already provided the committee with that addi- 
tional information. 

Secretary McEtxroy. I appreciate that, Mr. Chairman. The only 
thing I would like to point out is, as you may have noticed, as I read 
my statement I have added a reference to the importance to us of our 
advanced bases, and those advanced bases are, of course, positioned in 
the countries of our allies. Those advanced bases are very important 
to us militarily, and for that reason the retention of the close relation- 
ship and friendship of our allies which we think to some degree is 
dependent—to some considerable degree—on sound trade relations is 
of very substantial importance to us. I did not specifically mention 
the bases in the statement which was distributed. So I think it may 
be appropriate for me to take this opportunity which you have given 
me to emphasize that. 
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The Cuarrman. So far as you know, in your opinion, the reciprocal 
trade agreements program is the best program that has ever been de- 
veloped for the accomplishment of these overall objectives which are 
so essential to our overall defense capacity ¢ 

Secretary McExroy. I think the reciprocal trade program is a good 
program for this purpose. 

e CHarrMan. Have you heard of any other program that has been 
suggested as an alternative that offers as much hope of accomplishing 
the objectives we seek as this program ? 

Secretary McE.roy. No; I have not, sir. 

The Cuatrman. Are there any further questions? If not, Mr. Secre- 
tary, we thank you, sir, for coming to the committee this morning and 
giving us the benefit of your views as the Secretary of Defense. 

Secretary McExroy. Thank you. 

The CHamman. Our next witness is the Honorable Gordon Gray, 
Administrator of Office of Defense Mobilization. 

Mr. Gray, we appreciate very much having you with us this morn- 
ing. I notice that you have a statement. Without objection, you are 
recognized to make your statement without interruption. 


STATEMENT OF GORDON GRAY, DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 


Mr. Gray. Thank you, Mr. Chairman. 

May I say I have with me Mr. Charles H. Kendall, General Counsel 
of the Office of Defense Mobilization. 

The Cuamman. We welcome you, sir. 

Mr. Kenpatu. Thank you. 

Mr. Gray. Mr. Chairman and members of the committee, I welcome 
this opportunity to comment on the special responsibilities of the Office 
of Defense Mobilization which arise out of section 7 of the Trade 
Agreements Extension Act of 1955. This is the so-called national 
security amendment. 

Congress delegated authority for the initiation of procedures under 
section 7 of the Director of the Office of Defense Mobilization, and the 

urpose of my statement today is to outline the manner in which the 
flice of Defense Mobilization has undertaken the discharge of that 
responsibility. 

Of course, we also have a continuing interest in foreign trade 
policies and practices generally, in the sense that they affect our total 
national security position and have a bearing upon the development 
and maintenance of our mobilization base. As examples, our stock- 
»iling responsibilities take us into the area of foreign trade; and the 

resident has assigned us the task of determining for what critical 
materials foreign funds obtained from the sale of agricultural sur- 
pluses may be expended. 

In these and other ways, the Office of Defense Mobilization becomes 
involved in issues concerning imports because of the relationship of 
those issues to the national security or the maintenance of the siabiliab- 
tion base. However, the special assignment to the Director of the Of- 
fice of Defense Mobilization under the Trade Agreements Extension 
Act of 1955 reads as follows: 


In order’ to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
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article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President; and, if the 
President agrees that there is reason for such belief, the President shall cause an 
immediate investigation to be made to determine the facts. If, on the basis of 
such investigation and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being 
imported into the United States in such quantities as to threaten to impair the 
national security, he shall take such actions as he deems necessary to adjust the 
imports of such article to a level that will not threaten to impair the national 
security. 

In effect, this amendment provides for the first time a means and 
forum through which any threat to national security caused by imports 
may be reviewed and considered. 

It is important to emphasize, however, that there is sometimes a 
tendency to interpret the national security amendment as a substitute 
for the escape clause. Our administration of the amendment seeks 
to cut across this interpretation and to make clear that section 7 in 
fact provides a means for relief only in cases where imports threaten 
the national security by impairing or inhibiting the creation of essen- 
tial productive capacity, required skills, or other factors essential in 
times of emergency. While the essential function of the Tariff Com- 
mission under the escape clause is the determination of ey to indus- 
try from imports, we are concerned under section 7 with discovering 
any threatened impairment of the national securiyt, whether or not 
injury to a domestic industry is involved. 

In support of actions initiated under the section, we have under- 
taken to provide flexible procedures which could be adapted to the 
specific requirements of each situation presented to us. For instance, 
while the amendment does not require that public hearings be held, 
the Office of Defense Mobilization has made it a practice to hold 
public hearings if it has appeared that such hearings would provide 
an effective means of acquiring useful facts and viewpoints. Thus, 
the primary purpose of hearings has been to yield information and to 
advance investigation of the relevant facts rather than to be adversary 
in nature. 

Information obtained from public hearings is studied and analyzed 
in the light of other facts at hand. In all cases, other agencies of the 
Government familiar with the subject matter and possessing informa- 
tion, expert advice, or specialized experience are consulted to obtain 
their views and knowledge. Sometimes the necessary investigations 
are undertaken through the establishment of interagency task groups 
specifically brought together for that. purpose, and in other cases the 
bulk of the pertinent information becomes available through the 
formal statements of the various agencies consulted. The net. result 
of these various processes assures the Director of the Office of Defense 
Mobilization that all the information and advice available is in turn 
made available to him in reaching judgment. 

As has been pointed out in these hearings, in many of these situa- 
tions the issues are seldom crystal clear. Also, some industries have 
found it very difficult to provide or assemble data to support a petition. 
Under these circumstances, after making every effort to check with 
other agencies and within the industry, we have kept some cases open 
rather than deny them because sufficient data were not quickly or 
readily obtainable. This has meant that a few petitions have re- 
mained in inactive status for quite a while or have seemed to take a 
considerable time for processing. 
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Finally, another noteworthy aspect of the national security amend- 
ment is that, by its nature, it sometimes yields solutions which cannot 
be entirely final. The dynamics of trade and commerce in the setting 
of rapidly changing domestic and international developments impose 
a requirement that we be willing to reopen cases if petitioners indicate 
the availability of new information or if circumstances change. 

I think I need not elaborate the fact that the national security 
amendment may pose some very diflicult problems and judgments. 
As I have indicated, the questions involved are only occasionally so 
clear cut as not to be arguable. This is particularly true because the 
level of imports with respect to a given commodity or industry is 
often only one of a number of factors which may be affecting the 
domestic producers. Likewise, the substantial changes in mobiliza- 
tion base and actual mobilization requirements brought about by ever- 
advancing scientific and technological developments may well pro- 
duce a different judgment from that which might necessarily have 
been reached in World War II, for instance. 

In any event, I can assure the committee that we take our section 7 
responsibility altogether seriously. We intend to continue to rely 
heavily upon the advice of other governmental agencies and to give 
al] petitions the most searching examination. Accordingly, to the 
extent that it can be shown that the level of imports of any com- 
modity threatens to impair the national security, it would appear to 
me that section 7 provides an effective means of giving such cases the 
attention they require. 

I would now like to describe briefly our operating experience under 
this amendment and summarize the cases which have been before us. 

As of this date, the Office of Defense Mobilization has been re- 
quired to consider the following 15 petitions under section 7, includ- 
ing one asking that a previously decided case be reopened. 


CRUDE OIL IMPORTS 


In June 1957, after a finding by the Director of the Office of Defense 
Mobilization that there was reason to believe that imports of crude 
oil were threatening to impair the national security, the President es- 
tablished a Special Committee To Investigate Crude Oil Imports un- 
der the chairmanship of the Secretary of Commerce. The Commit- 
tee’s investigation of the effect of the trend of imports on national 
security led it to recommend in July that a plan of voluntary limita- 
tions on imports be adopted by importing companies. The President 
accepted the Committee’s recommendations. The plan applied to all 
parts of the country except district V (Washington, Oregon, Cali- 
fornia, Arizona, and Nevada). When this exception was made, it 
appeared that imports into the west coast district would no more 
than make up the difference between demand and domestic crude-oil 

roduction. Later in the year, however, the committee found that 
imports into district V were increasing sharply and would also be at 
excessive rates unless action were taken to curtail them. Accordingly, 
the committee recommended that a plan of voluntary restrictions 
also be adopted by importers in that area, and this plan became effec- 
tive January 1, 1958. 

The need for maintaining a balance between imports and domestic 
production of crude oil, in the interest of national security, arises from 
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the probability that excessive imports would weaken and might de- 
stroy the incentive for exploration and development of new domestic 
sources of supply. This conclusion was first put forward by the 
President’s pt Committee on Energy Supplies and Resources 
Policy in 1955 and was reiterated in 1957 by the Special Committee 
To Investigate Crude Oil Imports when it found that additions to 
domestic reserves had not been keeping pace with the increase in 
domestic consumption and that the sharp increase in imports then 
scheduled would bring about a further decline in domestic explora- 
tory and development activities. Taking all factors into consid- 
eration, including the importance of foreign oil resources to our 
national security and the importance of the United States market to 
the oil-exporting countries of the free world, the Committee found 
a need for achieving some reasonable balance between imports and 
domestic production at this time. Its recommendations for a pro- 
gram of voluntary restrictions by importing companies were framed 
with a view toward flexibility. 

The voluntary plan is administered by the Department of the 
Interior, and the need for continuing it will be reviewed periodically. 
The current plan applies to the period ending June 30, 1958, and 
the Special Committee remains in existence to keep the situation under 
continuing study. 

In the case of. petroleum products, imports of residual fuel oil have 
caused complaints from the domestic coal industry. Although at 

resent we canont find that imports of residual fuel oil into the 

nited States are in such quantities as to threaten to impair the na- _ 
tional security, we have initiated a reporting service to watch the 
trends of such imports. To this end, the Office of Oil and Gas of 
the Department of Interior has undertaken the task of preparing a 
monthly table summarizing the results of importer’s replies as to 
their actual and projected imports of residual fuel oil. These statistics 
are referred to the Presidential Advisory Committee on Ener: 
Supplies and Resources Policy, which concurred in the desirability 
of initiating the reporting service, to enable it to be continually sensi- 
tive to the possible effects of residual oil imports as they relate to the 
national security and thus to be in a position to make appropirate 
recommendations. 

OTHER CASES 


Of the other 14 petitions, 6 have been withdrawn, or otherwise 
concluded as of this date, 2 are about to be decided, and 1 represents 
a reopened case. This is how the petitions have been dealt with: 

The petitions for photographic shutters and for stencil silk were 
withdrawn by action of the submitting industry group. 

The petition for fluorspar was canceled at the request of the peti- 
tioners after the Office of Defense Mobilization: had scheduled a 
public hearing. This action was taken to allow time for the industry 
to evaluate the effects of the Government purchase program authorized 
by Public Law 733, 85th Congress, which legislation was passed before 
the date scheduled for the fluorspar hearing. 

The Felt Association requested the postponement of action on its 
wool felt petition pending the results of its escape clause action before 
the United States Tariff Commission. 
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Action on the petition for wooden boats has been delayed because 
of the petitioning association’s difficulty in obtaining information 
from its members, The association agreed to revise and supplement 
its petition at a later date, if it decided to pursue the matter. We 
have agreed to hold the case open for an additional period. 

In the case of the petitions for analytical balances and clinical fever 
thermometers, the respective petitioning association and guild agreed 
to restudy their petitions and supporting data with members of their 
industry. In May 1957 both petitioners notified the Office of Defense 
Mobilization of their continuing interest and intent to file supple- 
mentary data for their respective petitions. Such data have not been 
filed as of this date. 

A public hearing was held by the Office of Defense Mobilization on 
January 7-8, 1957, to hear arguments for and against the petitions of 
the clock, pin-lever watch, timer, and jeweled watch industries. The 
material obtained on these cases has been under active study with 
the cooperation of the Department of Labor, the Department of De- 
fense, and the Business and Defense Services Administration (Com- 
merce) among others. Because of the complexities of this case, it has 
received the most intensive and exhaustive examination, and I expect 
soon to be able to announce my decision concerning it. 

A public hearing was held on September 11-12, 1956, on the petition 
regarding imports of hard fiber cordage and twine. On March 7, 
1957, the Office of Defense Mobilization rendered a negative decision 
regarding the cordage petition finding that imports of hard fiber farm 
and industrial twines were not threatening to impair the national 
security within the meaning of section 7. On July 1, 1957, the Cord- 
age Institute on behalf.of its industry members requested reconsidera- 
tion of this decision. After a preliminary examination of the brief 
submitted with the request, the Cordage Institute and other inter- 
ested parties were notified on August 20, 1957, that a further study 
had been ordered, including a review of the March 7, 1957, decision. 
This study has not yet been concluded and is now receiving inter- 
agency attention. 

A petition on dental burs was filed during May 1957 and the proc- 
essing of the case was concluded. However, on August 28, 1957, the 
American Dental Trade Association withdrew the dental bur petition. 

A petition on fine mesh wire cloth remains inactive, with the indus- 
try’s concurrence, awaiting the handling of an escape clause petition 
the industry has also filed. The Tariff Commission has scheduled 
hearings on this case in May 1958. 

A petition on wool textiles was filed in 1956 and public hearings were 
held June 3 and 4, 1957. After comprehensive investigation, this 
petition was denied on January 6, 1958. 

Summarizing, the cases which may now be said to be active or open 
ure those involving the reopening of the cordage case, and the cases 
concerned with watches and clocks, fine mesh wire cloth, analytical 
balances, clinical fever thermometers, wooden boats, and woo! felt. 

In recapitulation, it may be noted from what I have said that the 
interest of the Office of Defense Mobilization in the pending legislation 
tends to be of a specialized character. In that narrow sense, as I have 
indicated, it seems to me that section 7 provides an effective opportunity 
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to review and consider threatened impairment of the national security 
arising out of imports. 

More fundamentally, although it goes considerably beyond the direct 
responsibilities of the Director of the Office of Defense Mobilization, 
I support the proposed legislation for the many reasons advanced by 
the President and others in these hearings. 

This concludes my prepared statement, Mr. Chairman. 

The CHARMAN. Mr. Gray, we thank you for giving us this deserip- 
tion of the operation of section 7 and other matters that you have 
brought to our attention. 

Are there any questions? Mr. Boggs will inquire. 

Mr. Boees. Mr. Gray, I read with considerable interest the list of 
items given in your statement which, I presume, have some connection 
with national defense and security; otherwise they would not be in 
here. I see such items as fine mesh wire cloth, clinical fever ther- 
mometers, wooden boats, wool felt, and these account for about 50 
percent of the cases you have considered since 1955, Last summer you 
recall you were before this committee. 

Mr. Gray. Yes, sir. 

Mr. Boces. In connection with lead and zine. You said there was 
no connection between lead and zine and the national security. I 
wonder if you would explain why wooden boats are important to 
national security and lead and zine are not? 

Mr. Gray. If I may, Mr. Boggs, I will have to take issue with the 
quotation you attributed to me. 

Mr. Boggs, It may not be a quotation, but that is what happened. 

Mr. Gray. You indicated that I said this. I think the record will 
not show that I said lead and zinc have no connection with national 
security. 

Mr. Boces. You said you had no jurisdiction over it. 

Mr. Gray. No. I do not have the transcript of the record before me. 

Mr. Boggs. I stand corrected. What did you say? 

Mr. Gray. I said that I could not find that the import of lead and 
zinc threatened to impair the national security under the meaning of 
section 7, and the reason I said that is that our national security posi- 
tion with respect to lead and zine, I think, and we believe, is well pro- 
tected by our stockpile achievements with respect to lead and zine. 
So forgive me, but I have never said that lead and zine have no con- 
nection with national security. 

Mr. Bocas. Before we pass that over, I want to put it in proper 
perspective. I don’t want to misquote you in any way. I will remove 
any quotes. 

Mr. Gray. All right, sir. 

Mr. Bocés. I want to see if this is a proper chronology. The lead 
and zine people came before, I think, the Tariff Commission with 
an escape-clause procedure in 1954. Is that not correct? The Tariff 
Commission made recommendations in favor of the industry which 
were transmitted to President Eisenhower. President Eisenhower 
thereupon rejected the recommendations of the Tariff Commission. 
Is that correct, sir 4 

Mr. Gray. I believe that is a correct statement; yes. 

Mr. Boees. In 1957—I do not know whether there was any formal 
Spenceaan filed with the Office of Defense Mobilization or not. Was 
there ? 
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Mr. ois I do not believe so, Mr. Boggs. I am quite sure there 
was not. 

Mr. Boces. In 1957 there was sent down here from the White House 
a bill which sought to put a sliding-scale tariff on imports of lead 
and zinc. It had another fancy name—they called it an import excise 
tax, but it was a tariff by any name. In connection with that legis- 
lation, you appeared here and testified in favor of it; is that correct? 

Mr. Gray. That is correct. 

Mr. Bocas. At that time you were asked by me and by other mem- 
bers of this committee why the lead and zinc industry could not 
proceed under section 7 of the 1955 act; is that correct ? 

Mr. Gray. I do not know whether you asked me why they could 
not proceed, but I think I can give you the answer to the question. 
You asked me why ODM did not act under section 7 with respect to 
lead and zinc, and my reply was that I could not make a Fndin 
that the import of lead al: zinc threatened to impair the nationa 
security, and the basis for my statement was that we have very large 
stockpiles of lead and zinc, and from the point of view of the na- 
tional security I could see no basis for a finding. 

Mr. Boces. So that in the case of petroleum, where you have tre- 
mendous stockpiles, you find a basis for certification under the na- 
tional security provision with respect to imports coming in from our 
historic neighbor and friend, Canada, and that such imports consti- 
tute a threat to our national security ? 

Mr. Gray. This was a distinction that I sought to make in response 
to questions you asked me last year, and that is we do not have a 
petroleum stockpile which is readily available as we have in lead 
and zinc. 

Mr. Bocas. Mr. Gray, we have tremendous reserves underground. 
That is one of the real problems. 

Mr. Gray. It is so; we have great reserves. 

Mr. Boaes. Indeed we do. Total shutdown capacity on January 1, 
1958, equaled 3,500,000 barrels per day, as compared to 2,387,000 
barrels per day on January 1, 1957. 

Mr. Gray. The point 1 am trying to make, Mr. Boggs, in any fu- 
ture emergency when we will have great requirements for crude oil— 
and I think there is no dissent or it is agreed that is a fact—unless 
we maintain a healthy oil industry at this time with continuing ex- 
ploration and development at the time we may need these products 
we may believe we have them somewhere underground, but we will 
not know where they are or be able to put our hands on them for use 
in such an emergency. 

Mr. Boees. Under what theory would you say that these reserves 
explored and development in Canada would not be available to us in 
time of war? I understand our defense posture with Canada is 
almost a joint proposition. 

Mr. Gray. We have very close defense relationships with Canada; 

es. 
% Mr. Boces. So we now prevent the importation of oil from Canada 
because it threatens us from a defense point of view ? 

Mr. Gray. I do not think we prevent the importation of oil from 
Canada. 

Mr. Boces. I thought you just said in your statement, that on Janu- 
ary 1 you imposed certain restrictions with respect to imports into 
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district 5 which is the west coast district that imports oil from Canada. 

Mr. Gray. That is correct, but that does not mean that there is no 
importation of oil from Canada. 

Mr. Boees. Let us get straight about that. You have certain re- 
strictions on the importation of oil from Canada, do you not? 

Mr. Gray. Not specifically, no. 

Mr. Bocas. What do you have? 

Mr. Gray. The voluntary plan contemplates the restriction by 
importers of crude oil. It is not by its terms related to any geographic 
area. 

Mr. Bocas. You mean that the voluntary program does not mean 
anything ? 

Mr. Gray. No; I think it is very meaningful. I say it is not mean- 
ingful with respect to any particular area. There is no specific re- 
striction of imports of ieuadion crude. 

Mr. Boees. And all that I have been reading about the matter in 
the Canadian press then is imaginary. They don’t think it is a 
restriction ¢ 

Mr. Gray. This inclusion of district 5 no doubt has affected the 
import of crude oil from Canada, but it has not eliminated it. 

Mr. Boces. What kind of quibbling is this? Surely, you are not 
really being serious about this ¢ 

Mr. Gray. 1 am quite serious. 

Mr. Bocas. Let me put my question another way, then. What 
standards do you use in administering section 7? How do you deter- 
mine when imports are threatening to impair the national security ? 
You have this broad authority under section 7. How do you deter- 
mine, for example, that wooden boats are vital to national security ? 
On what basis do you distinguish between one case and another? 

Mr. Gray. I have not made any such determination. As I have 
indicated, the wooden-boat industry made a petition to the Office of 
Defense Mobilization requesting that they be considered within the 
purview of section 7. As I have indicated, they were unable to fur- 
nish data that I think they felt was satisfactory or that we felt was 
satisfactory for full consideration of the petition. But the fact that 
a petition is pending before my office, Mr. Boggs, is no indication that 
my oftice has declared it to be within the purview of section 7. 

Mr. Bocas. Have you issued any regulations on section 7 ? 

Mr. Gray. No; we have no formal regulations except a form as 
guidance to people who wish to file a petition which indicates to them 
what is required and certain procedures if we are to have a public 
hearing which the petitions would follow. 

Mr. Boees. Let us say that I am an attorney for an industry. How 
would I know whether or not I have the right to file an appeal with 
your office? If I have a remedy in the court of law I know how to 
proceed as a lawyer. How ai I proceed in your agency ? 

Mr. Gray. You would probably get in touch with me or members of 
my staff, Mr. Boggs, and athaaie your complaint, whether you were 
an industry or trade association, would be given full consideration. 

Mr. Boaes. On what basis would you or your staff decide? Is this 
something that comes from above, or something? What criteria do 
you use ¢ 

Mr. Gray. For deciding whether we will consider a case? 

Mr. Bocas. Yes. 

24093—58—pt. 18 
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Mr. Gray. I think we would consider any complaint made to us 
which purported to fall within the purview of section 7. I know of 
no instance in which we have declined to consider. 

Mr. Boaes. What is the purview of section 7? That is what I am 
trying to find out. 

Mr. Gray. National security. 

Mr. Boaes. What is that ? 

Mr. Gray. J }:at is our complex of military forces along with the 
supporting mobilization base, productive capacity and manpower to 
operate in time of mobilization. 

Mr. Boaes. Where do you get that definition? Where is it to be 
found ? 

Mr. Gray. I think it is a pretty good delinition. I think it is my 
understanding of what we are talking about when we think of see- 
tion 7. 

Mr. Boses. Of all the loosely drawn language and incomprehensible 
administration. I can understand why so many of our people are 
confused about this provision of the law. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Simpson will inquire, Mr. Gray. 

Mr. Smupson. Mr. Gray, you come into operation under section 7 
only because facts are presented to you which seem to lead to a pos- 
sible conclusion that the national defense may be impaired because 
there are excessive imports of some product into the United States; 
is that right? 

Mr. Gray. This is my duty, as I understand it, under section 7 to con- 
sider whether the imports of any article do impair the national secu- 
rity. Iam not sure that is responsive to your question. 

Mr. Simpson. I would say it is in response; yes. You have no other 
reason for being concerned with this question of imports or to be here 
in front of the committee testifying on behalf of this reciprocal trade 
program. 

Mr. Gray. Not within the responsibilities of my office; that is cor- 
rect. 

Mr. Stmpson. That is, I repeat, that in the event the national secu- 
rity is threatened or likely to be threatened by reason of excessive im- 
ports, under section 7 you are permitted to make certain recommenda- 
tions. 

Mr. Gray. I am required to give that consideration and if I find 
that there is reason to believe the national security is threatened, then 
it is my duty under the statute to so advise the President. 

Mr. Sureson. With respect to the matter of oil imports, as I under- 
stand, you were presented with certain facts from various sources from 
which you concluded in the interest of national security it was wise 
for you to recommend to the President that some steps be taken to cur- 
tail these excessive imports ? 

Mr. Gray. That is correct, sir. 

Mr. Stmpson. In your first recommendation you saw fit to exclude 
this directive ? 

Mr. Gray. No. 


Mr. Stupson. As being an area where the imports needed to be 
restricted at that time ? 








RENEWAL OF TRADE AGREEMENTS ACT 103 


Mr. Gray. No; I would like to respond to that question, if I may, 
Mr. Simpson. My duty under the statute and the express terms 
of the language is to advise the President when-I have found that 
there is reason to believe that there is an impairment of the national 
security, or threatened impairment. The statute requires then that 
the President cause an investigation to be made, and on the basis of 
such an investigation and the recommendations flowing therefrom, 
he is to take such action as he deems necessary. 

Following my advice to the President of my belief last year, he 
appointed a special Cabinet Committee to conduct the investigation 
required under the statute. The Cabinet Committee came to certain 
conclusions and made certain recommendations to him, among them 
being that there be established this voluntary plan which would cover 
only districts 1 through 4. So that recommendation was in fact. made 
by the Cabinet Committee. 

Mr. Simpson. Then for the record, they subsequently recommended 
that district 5 be included; is that correct ¢ 

Mr. Gray. That is correct. The President approved that recom- 
mendation. 

Mr. Suuprson. The one point that concerns me on this is that I don’t 
know whether the law should be changed or not, or whether it is 
a matter of administration on your part. I can’t conceive how there 
could be a close case; how on the one hand the issue is national defense 
and on the other hand the question of importation of any article 
which is worthy of receiving your consideration, and how under any 
possible set of circumstances there could be a close case; namely, one 
where there was not a wide margin of security involved so that you 
would quickly decide in what someone termed a close case we are for 
protecting the national security. Do you know what I am talking 
about ? 

Mr. Gray. If I understand the question I have found in attempt- 
ing to discharge my responsibilities under section 7 that there can 
be presented a very difficult case, As Isought to say in my prepared 
statement, many of these cases are not very clear and susceptible of 
easy decision, 

Mr. Smrson. If I may interrupt, by that you mean there is doubt 
in your mind as to whether the Sasealie has made a case? 

Mr. Gray. It may be whether the claimant has made a case. It 
may be a serious doubt as to whether the national security is really 
involved. 

Mr. Simpson. But we were told back in the wartime that every- 
thing from safety pins to cigarettes was a part of national security. 
I just don’t understand. 

_ Mr. Gray. I do not myself agree that a case can be made for every 
manufactured product in this country as essential to the national 
security. 

Mr. Stmpson. You know that is not intended under section 7, and 
I agree with the statement in here that the manufacturer who, having 
lost in the escape clause proceeding, undertakes, speaking broadly 
and loosely, to come in under national defense under section 7, it was 
not intended for that purpose. But I do say that: in the instances 
where facts are presented to you and where for « long time you are 











104 RENEWAL OF TRADE AGREEMENTS ACT 


in & quandary as to whether the national defense is involved or not, 
I just can’t conceive that you would have any room to hesitate to 
apply this section to it. 

or example, you had the hearings with respect to the watch and 
clock industry January 7 to 9 in 1957. 

Sir, if you were to decide then today that the nalional security was 
involved in that issue, a whole year has passed, and something might 
have happened to us in that year. Isn’t there something wrong there? 
Why wasn’t that decided long ago? If it is a close case, why wasn’t 
the benefit of the doubt given to the American security and why 
wasn’t it settled ¢ 

Mr. Gray. This question of watches and clocks has been before the 
Government for a long time, as you know, Mr. Simpson. 

Mr. Stmpson. Yes. 

Mr. Gray. To answer your question of why there has been delay, 
it is that we felt that it was necessary to make these intensive exam- 
inations and explorations which have been carried on and which have 
now been completed. This has been a very time-consuming process 
and not one that makes me happy, very frankly. But I felt I could 
not make a decision until these investigations had been completed. 

Mr. Srareson. The question at issue is whether as a result of the 
importing of these products, clocks, pin lever watches, timers and 
jeweled-watch-industry items, our national defense is impaired. 

Mr. Gray. Threatened with impairment; yes, sir. 

Mr. Srurson. Do I understand that it is a close question ? 

Mr. Gray. Yes; I believe it to be a close question. 

Mr. Srurson. And you hesitate to give the benefit of the doubt to 
the national security in a close case ? 

Mr. Gray. In a case which was so close that you had to give the 
benefit of the doubt, I think this would be certainly true. You would 
give it on the side of national security. 

Mr. Srupson. In a case that goes on for a year to make a determina- 
tion, it must be an extremely close case. 

Mr. Gray. It requires the development of a lot of information which 
we have sought to accumulate in order to make sure that my decision 
is the right one. 

Mr. Srupson. I know you want to do that. Do you agree with me 
that if it is a close case, the benefit of the doubt should be given to 
the American industry ? 

Mr. Gray. Lam sorry. 

Mr. Srapson. If there is a question of closeness involved should 
not the benefit of the doubt beyond a question be given to protecting 
the American industry ? 

Mr. Gray. I think the decision under section 7 should be based on 
the question of whether the national defense is impaired and not on 

rotecting the American domestic industry, because I do not believe 
it was the intent of this provision in the law, Mr. Simpson, to protect 
American industry as such, but to protect the national security. 

Mr. Srmpson. I want to talk about the national security. tay it 
has taken you a year, and you have not yet determined whether the 
national security is involved in a particular subject here which has 
been studied by the Congress for 20 years, and by you specifically 
since January 7, 1957, and the national security ts the issue about 
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which I am speaking. If the national security was involved back in 
January 1957, and we have not yet reached a conclusion in the matter, 
surely we have been penalized toeme we did not reach a conclusion 
along time ago. 

Mr. Gray. The fact that the hearing was held in January 7, 1957, 
does not in itself indicate that the national security is imperiled. As 
I said to Mr. Boggs, the fact that my office considers one of these cases 
is no indication that the national security.is threatened with impair- 
ment. This is a prejudgment of the conclusion that the Director of the 
Office of Defense Mobilization must under the statute arrive at. Spe- 
cifically, just for the purpose of the record, I think it can be said, Mr. 
Simpson, that I have personally been involved in the affairs of this 
office only since March 14 last year. 

Mr. Srmpson. Yes, Mr. Gray. 

Mr. Gray. I agree, nevertheless, from March 14 to this time is a long 
time to be considering any of these cases. 

Mr. Simpson. Let me try to put it another way. Let us take an item 
which is not involved at all, but something that is obviously essential 
to defense and anges that problem came to you. Should we have 
something in the law which requires quicker action or an enlarging 
of your authority or personnel or something of that sort to take care of 
the national defense, because we are dealing with a very vital area. 

Mr. Gray. I do not think that you need an amendment to the law 
from the point of view of the time consumed in these studies, Mr. 
Simpson. I think it would be a mistake to put a time limit. I would 
only say to you that I think that good administration would indicate 
an earlier decision than we have made in some of these cases. 

Mr. Suapson. Now, sir, again keeping in mind this marginal area, 
and whether or not the claimant has made a case and the fact that 
the national security is involved, I assume by national security we 
mean just what it says. If we fail to provide this item we are imperil- 
ing our security as a nation. 

r.Gray. Yes, sir. 

Mr. Smoupson. Then consider your experience in connection with 
the hard-fiber cordage and twine. In that connection on March 7, 
after having hearings in September of 1956—on March 7, 1957, your 
office rendered a negative decision in which you found that the imports 
were not threatening to impair the national security. That was in 
March. Then afew months later you got another letter from the Cord- 
age Institute, apparently, and you decision to go into the whole sub- 
ject again. On that one you have not yet given a final decision. I 
come right back to my point. If there is a case involving our national 
security which is so close as to in the fall of one year lead ou to say it 
does not threaten national defense, and a few months later saying 
maybe it does, we will take another look at it, I think the benefit of the 
doubt should be given to national defense, and relief given to those 
pe who make that case. I think that is contemplated under section 


Mr. Gray. I would say, Mr. Simpson, that in my judgment it would 
certainly be a mistake to conclude that once the Director of the Office 
of Defense Mobilization had concluded that there was no threatened 
impairment that this would be a decision under this act which would 
stand for all time. 
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Mr. Simpson. You know I do not mean that. 
Mr. Gray. No. 

Mr. Stmpson. I am trying to say where it is so close that a couple 

of months later you reverse yourself, in effect, and say, “Let us take 

another look at it,” it does seem to me you ought to give the benefit 

of the doubt to an issue Se ae national defense, and I think the 

law ought to say that. That is all I am saying. 

Mr. Gray. I see. 

Mr. Srwpson. Can’t you agree with me that where the matter igs 
saying yes or no that you ought to give the nod to the issue involving 
national defense ? 

Mr. Gray. If a question is yes or no, I think I would conclude that 
there is reason to believe that there was a threatened impairment of 
the national security. 

Mr. Srupson. Congress intended that you go that way. My final 
question is, Do you think we ought to amend that proviso to make 
certain that your successor so understands it and gives the benefit of 
the doubt to national security ? 

Mr. Gray. I don’t think it is necessary, Mr. Simpson. 

Mr. Smupson. Thank you, sir. 

The Cuarrman. Mr. King will inquire. 

Mr. Kine. Mr. Gray, has ODM undertaken any investigations 
under section 7, other than upon the application of a domestic 
industry ¢ 

Mr. Gray. I believe not, Mr. King. If I may pursue the point 
with you, it is not my conception that section 7 is applicable only in 
the case of a formal petition, and certainly it would be my philosophy 
in discharging my responsibilities to seriously consider any case 
which was brought to my attention, whether by a formal action by 
industry or trade association or by the Defense Department or an 
other Department of Government which would be concerned wi 
the national security. It just happens, I think, that the cases we 
have considered we have received formal complaints or requests from 
the industry about the same tinte, as in the oil situation, for example, 
that Government Departments themselves might have felt that this 
was a Serious matter. . 

Mr. Kina. Of course, an industry ordinarily would not be the 
proper one to make a judgment as to their essentiality to the national 
security. 

Mr. Gray. Some of them have very strong views about it, but the 
judgment must be made under this legislation ultimately by the 
President. I know of no instance in which it has been seriously 
suggested that there was an impairment when we have not given con- 
sideration to it. I think that is a fair statement, that by and large 
an industry which feels itself seriously affected by imports will get 
this information to the Government rather quickly in one way or 
another. As has been indicated, some of these actions have proceeded 
through the escape clause and others have sought relief under section 
7. I think it would come to our attention in any case where the na- 
tional security was really threatened with impairment. 

Mr. K1ne. Do you know of any instances where other departments 
of the Government have brought to your attention cases where the 
essentiality of an industry was being impaired by imports? 
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Mr. Gray. I can give an example; yes. I think it is accurate to 
say that with respect to oil imports the Office of Defense Mobilization 
and the Cabinet Committee on Energy and Supply Resources had this 
matter under consideration for quite some time before there was any 
formal petition from the industry. This was a matter squarely before 
the Director of the Office of Defense Mobilization, my predecessor. 

Mr. Kine. But you have not felt the need, Mr. Gray, to initiate, 
yourself, any such cases? You merely wait until an industry calls 
your attention to their plight, and they declare that they are essential 
to the national security and then you undertake an investigation ? 

Mr. Gray. In practice I think this has been the procedure. 

Mr. Kine. That is all, Mr. Chairman. 

The Cuarrman. Mr. Kean will inquire. 

Mr. Kean. Mr. Gray, I want to go back to the subject of zinc. We 
are interested in zinc in New Jersey, as you know. All the zinc mines 
in New Jersey have gone out of production. It was announced last 
week. Zinc would be essential in time of war. 

Mr. Gray. Yes, sir. 

Mr. Kran. In your statement on page 6—we are talking about the 
oil situation—you say that the need arises from the probability that 
excessive imports would weaken and might destroy the incentive for 
exploration and development of new domestic sources of supply. Is 
there any incentive for exploration or development of new sources of 
supply in zinc today ? 

Mr. Gray. I don’t know of any, Mr. Kean. 

Mr. Kean. Am I correct in this? I understand that the reason 
that you do not feel that zinc should be considered under the section 7 
peeeetion is that you feel that with this large stockpile that you 


ave now that enough mines could be reopened in time to supply all 


our needs of zinc from this continent after our own stockpile has been 


exhausted. 

In time of war we would be shut off from other countries and you 
feel that our stockpile is large enough to reopen these mines and pro- 
duce enough zinc in this continent, including Canada and Mexico, to 
insure our safety in time of war? 

Mr. Gray. I believe that to be the case. 

Mr. Kean. Thank you. 

The Cuarrman. Mr. Ikard will inquire, Mr. Gray. 

Mr. Ixarp. Mr. Gray, to get back to this procedural question that 
Mr. Boggs and Mr. Simpson have inquired about. I understand from 
what you have said that your responsibility under section 7 is largely 
one of determining facts. Is that correct ? ; 

Mr. Gray. Yes; I thinkso. 

Mr. Ixarp. And that a given question about a given industry comes 
to you and you determine whether or not, in your judgment, after 
hearing the industry and others, the imports are at a level that they 
might jeopardize our national security ; is that correct ? 

Mr. Gray. Threaten to jeopardize the national security. 

Mr. Ixarp. Then your next step is to transmit your findings to the 
President; is that correct? I am trying to get at this exact procedure, 
ftp by step. 

Mr. Gray. I understand. Being apprised of a question of this sort, 
whether there is an import problem threatening to impair the national 
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security, we engage in extensive consultation with other interested 
agencies and responsible agencies of government. I would like to 
make it clear that this is not an individual determination by the Di- 
rector of the Office of Defense Mobilization. It goes to the President 
only if I make a finding that there is reason to believe that there is a 
threatened impairment. Under the statute unless I make such a 
finding, then there is no procedure for referring to the President. 

Mr. Ixarp. What is the nature of your finding to the President? [I 
am not talking about a particular case. I am just inquiring gen- 
erally. Do you find that the imports do affect national security, or do 
you find that there is reason to believe that they may affect national 
security ? 

Mr. Gray. My finding is couched in the language of the statute 
which is that there is reason to believe that there is a threatened im- 
pairment. 

Mr. Ixarp. Then, as I understand the procedure, if the President is 
in accord with your findings, and if he thinks that what you have found 
possibly is correct, then he shall create some group, or he shall study 
the question himself? 

Mr. Gray. He shall cause an investigation to be made. 

Mr. Ixarp. Let us take it one more step and assume, for this illus- 
tration, that a committee or investigatory group is created to make an 
investigation and they find that your fears were well founded in 
whatever area this might be, and that there is apt to be injury to our 
national security. Then what happens? 

Mr. Gray. They make a finding and recommendation to the Presi- 
dent. Normally I suppose they would recommend to him the action 
that he should take. The statute is very general in its terms as to 
what the action might be. 

Mr. Ixarp. I know that. 

Mr. Gray. In one case in which the full play of section 7 came into 
being, the special Cabinet Committee did indeed make a recommenda- 
tion to the President which he adopted, which was that the voluntary 
system of restraints be adopted. 

Mr. Ixarp. From working with section 7, and being as familiar with 
it as anybody else, is the President bound under the present statute 
to accept the recommendations of this group that has made an in- 
vestigation? Suppose he differs from this group? Suppose in his 
judgment there is no chance that our security will be impaired, and 
his Committee finds that it would be. Who would prevail? 

Mr. Gray. I answer this question without having discussed this mat- 
ter with lawyers, so I am giving you a lay opinion. 

Mr. Ixarp. I would just like to have your opinion. 

Mr. Gray. May I preface my answer with this observation? I 
really had not thought of this because it would be a very surprisin 
thing to me that, once the Director of the Office of Mobilization ha 
found reason to believe, and the investigation which the President 
himself caused to be made came to the same conclusion, he would 
have a contrary view. I think the precise answer to your question is 
in the language of the statute which says, if on the basis of such in- 
vestigation and report to him of the findings and recommendations 
made in connection with this, the President finds that the article is 
being imported in such quantities, he shal] take such action as he deems 
necessary. 
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My own interpretation of this would be that he does not have to 
‘ agree with his investigation. But, as I have said, I can hardly con- 
template such a situation. 

Mr. Ixarp. Mr. Gray, what I would like to know is this: What 
‘js. your idea, as the one who actually administers this section, that 
if such a situation should develop—and it is not beyond the realm 
of possibility, it has frequently developed in escape-clause cases where 
the Tariff Commission has made a finding which has not always been 
followed—what, in your opinion, would be the outcome? If you are 
not able to conceive of a case now, I think it is, nevertheless, a very 
real question and one on which I think I would like to have your 
comment. I understand it has not occurred. I would like to have 
your comment and opinion on it, if you have one. 

Mr. Gray. I would make this comment, if I may. I think there 
is a great distinction between the two kinds of situations because on 
the one hand you have a Tariff Commission which is charged with all 
kinds of ongoing duties. On the other hand, you have a very inti- 
mate relationship here between the President and the mechanism, 
whatever it is, that he uses to make the investigation and the investi- 
gation is made pursuant to his direction. 

Mr. Ixarp. Det us move back to the beginning again. Suppose 
that we are in the initial stage of this proceeding. What kind of 
investigation do you make? i understand that you talk to govern- 
ment people, you talk to business people, industry people. at are 
you seeking? What do you try to determine in your initial investi- 
gation ¢ What basically are you trying to find out ¢ 

Mr. Gray. I am trying to find out first if the national security is 
involved. 


Mr. Ixarp. Do you make that determination in your initial 
investigation ? 

Mr. Gray. On the basis of all the evidence that I can get from 
whatever source, yes. 

Mr. Ikarp. You make a recommendation based on that finding and 
you say, in effect, that, in your opinion, wapints of the particular 


product do threaten to impair our national security. The Presi- 
dent—as I understand the statute, it is.clear at that point—if he 
says there is no basis for your findings, can disregard completely your 
findings, can he not ? 

Mr. Gray. I think he can, yes. 

Mr. Ixarp. I know he has not and probably may not, but conceiva- 
bly he could, or he could move another step, could he not, and create 
this group, in whatever way he wished, to cause an investigation to 
be brought about. That investigatory group, whoever they might 
be, could disagree with your findings. 

Mr. Gray. Yes; they could. 

mr. Ixarp. And they would prevail, would they not, in such a 
case { 

Mr. Gray. I don’t know. 

Mr. Ikarp. What would happen next? Suppose you had a finding 
saying that it was essential to the national security that imports be 
curtailed and this group that the President appointed said it was not; 
what would happen then ? 

Mr. Gray. It is conceivable that the President might agree with my 
finding, but I think not likely. 
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Mr. Ixarp. The point is that it would again be back to the President, 

Mr. Gray. I am sure that is right. 

Mr. Ixarp. He would make a decision as to which recommendation 
he would follow. To repeat my original question again; wouldn’t he 
have the same authority if there was a situation where you said that’ 
imports did threaten to impair our national security and the investi- 

ating group agreed with you, and the President for some reason 
elt that there was no basis for either of those findings. Could he 
not disregard them both ? 

Mr. Gray. I have expressed my lay view on that that he could. 

Mr. Ixarp. There is one more thing I would like to go into, Mr, 
Chairman, and then I will be through. That is the matter of time, 
I wonder if you would give us the chronology of the oil situation, 
beginning with the Cabinet Committee in 1955, and just what hag 
happened since then step by step. Do you have that information ? 

r. Gray. I am sorry I don’t have that with me. I can furnish 
it for the record. 

Mr. Ixarp. Let me run through it and see if I am substantially 
correct on it; and, if I am not, I hope you will correct me. 

The 1955 group, which was a Cabinet Committee, reported that the 
importation of oil should be held to the 1954 relationship; and b 
the 1954 relationship they meant a percentage as related to domestic 
production, as I recall. 

Mr. Gray. That is right. 

Mr. Ikarp. Then subsequent to that, in the fall of 1956, Dr. Arthur 
Flemming, who was then in the position which you now occupy, held 
a hearing here in Washington at which there were a number of wit- 
nesses. I am sure you are familiar with that record. He stated in 
a letter, as I recall, that, but for the Suez crisis, he would have recom- 
mended that imports had reached the point that they were impairing 
our national security, but because of the Suez crisis he was not making 
that recommendation. Then we move into the area of 4, 5, 6 months, 
when we were dealing with the canal cosed and with the other rami- 
fications and implications of the Suez crisis. Then in the spring of 
1957—in March, I believe—when you became Director of the Office 
of Defense Mobilization, there were some indications made or some 
suggestions made; and, as a result of those, another Cabinet group 
made recommendations also substantiating in effect your finding or 
findings of the Office of Defense Mobilization. Then in June of last 
year there was imposed what has now come to be known as a voluntary 
program. Is that substantially correct, as you recall it ? 

Mr. Gray. One minor amendment. The special Cabinet Commit- 
tee made its recommendation after my certification to the President. 

Mr. Ixarp. I should have said that. 

Mr. Gray. That is substantially a correct record ; yes, sir. 

Mr. Ixarp. In other words, this is a question that has been con- 
tinually under study since 1955, at least, and up to June 30, 1957, when 
some conclusive action was taken. 

Mr. Gray. That is right. 

Mr. Ixarp. Are you on the group that is overseeing the operation 
of the present program ? 

Mr. Gray. I am not a member of the special Cabinet Committee. 

Mr. Ixarp. So you would have no firsthand information of how 
that operates other than hearsay and what somebody might tell you? 
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Mr. Gray. I think I might have a little better knowledge than just 
aareny. I try to follow the progress. 

Mr. Ixarp. What I meant, Mr. Gray—and I did not mean to imply 
that you were not well informed about it—was that you are not a party 
to the decisions that are made. You do not sit in the meetings and 
that sort of thing. That is what I was referring to. 

Mr. Gray. This is somewhat misleading the way you have stated 
it. When the President accepted the recommendations of this special 
Cabinet Committee, he directed that the voluntary program be ad- 
ministered by the Department of Interior under the policy direction 
of the Office of Defense Mobilization. So I have some sort of residual 
policy responsibility in the matter. The actual oversight of the 
program has been conducted—assessing the success or failure of the 

rogram has been conducted by the special Committee. I have testi- 
fied that I am not a member. I am occasionally invited to meetings 
when overall questions are being discussed. I would not want the 
record to be wrong. 

Mr. Ixarp. Were you a party to the development of the so-called 
voluntary program ? 

Mr. Gray. I was not, sir. 

Mr. Ixarp. That is all, Mr. Chairman. 

The Cuareman. Mr. Curtis will inquire, Mr. Gray. 

Mr. Curtis. Do I understand that as a matter of policy your group 
would consider any complaint that was brought to your attention 
under section 7 ? 

Mr. Gray. I think the answer is “Yes.” 

Mr. Curtis. Let me get this straight. As I understand it in answer- 
ing a question of Mr. Boggs’ in an actual situation, you did not con- 
sider the complaint of the lead and zinc people. 

Mr. Gray. It was considered. 

Mr. Curtis. It was considered and rejected ; is that right? 

Mr. Gray. There was no rejection in the sense that there was a for- 
mal petition that I know anything about. 

Mr. Curtis. That is what is confusing me, perhaps. I thought, as 
a matter of decision, you did not make a review of that case because 
you felt that the national defense was not involved. 

Mr. Gray. No. I would like the record to show clearly that I have 
never said that lead and zine were not related to the national defense. 

Mr. Curtis. I don’t mean it in that sense. I mean in the specific 
sense that we were discussing whether these imports would affect it. 
Naturally, it could have. I mean in the specific case. I was simply 
trying to get back to this procedural thing again to find out what cases 
you will consider, and apparently you would consider them all, but 
there is a quick immediate step in which you would reject some, like 
lead and zinc, on the grounds that you don’t think they require a 

thorough investigation and report that some of the others require. Is 
that a fair statement? 

Mr. Gray. When you say a very quick decision. 

Mr. Curtis. It was fairly quick because they were proceeding under 
other methods. They were before this committee, as a matter of fact, 
trying to get legislation. That is what brought about the question of 
whether or not they had to come to this forum, the Congress, to do it, or 

whether they could not proceed under section 7, or whether they could 
not proceed under the escape clause. 
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Apparently, your Office made the determination under the circum- 
stances at that time section 7 would not be open to them. 

Mr. Gray. Yes, Mr. Curtis. I think the point I would like to make 
is that we did not first consider the applicability of section 7 when the 
question was asked me here when I appeared before this committee, 
This is a matter which had been given very considerable consideration 
in our Office prior to that time. 

Mr. Curtis. This comes back again to procedure. Who provides 
the initiative? Did you do that on your own initiative or was that as 
a result of a complaint of the industry or how was that initiated ? 

Mr. Gray. I know of no formal complaint by industry, but as I have 
tried to say in my testimony here, the question might arise in a num- 
ber of different ways; either representations from the industry or a 
trade association concerned, or by other Government departments. I 
do not think there is any specific way which you could say these matters 
would come up. 

Mr. Curtis. Again on this procedural thing, I come to this state- 
ment in the beginning of your prepared testimony, that many people 
had a tendency to interpret the national security amendment as a sub- 
stitute for the escape clause, and that your administration seeks to cut 
across this interpretation and make it clear that it is not a substitute. 
What is your understanding as to the difference between the escape 
clause provision and section 7? 

First let me ask this question: Is it not true that most cases that 
might involve national security actually could be taken care of under 
the escape clause? Isn’t that true? 

Mr. Gray. I think most could. 

Mr. Curtis. Then we would really be limited to the kind that would 
not for some reason or other. Incidentally, if the escape-clause pro- 
cedure would take the place of section 7, would you still regard it a 
function of your Office to go over the same material that was gone 
over pursuant to the escape-clause provision ? 

Mr. Gray. I would make this distinction, Mr. Curtis. I believe 
there is nothing in the escape clause which has specifically the national 
security as a criterion. 

Mr. Curtis. Here is the reason I cited it. If an industry that is 
affected by national security or not was being impaired, it can establish 
its case under the escape clause. 

Mr. Gray. I believe that is right. 

Mr. Curtis. So it is a broader thing, really, because it will take non- 
defense as well as defense; because an industry might be affected by 
defense is no reason why they can’t use the escape clause. So the 
question that really comes up is, What does section 7 do that the escape 
clause does not do? 

Answering that question, then, have you been administering sec- 
tion 7 whereby you cari try your case once, as it were, through the 
escape clause, and then decide the same material all over again before 
your Office ? 

Mr. Gray. As a matter of practice, in the cases which we have 
considered, I think it has been more a question of a consideration 
by ODM, and a failure there, and an attempt under the escape clause, 
rather than an attempt under the escape clause, and then an effort 
based on national security. 
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Mr. Curtis. I notice in the specific cases, some of them pending 
right now, they went through the escape-clause mechanism. After 
that case has been tried there, are you going to offer the same facts 
again? What is going to be your procedure ? 

Mr. Gray. When serious representations are made to me that the 
national security is affected, I feel it my duty. 

Mr. Curtis. But suppose it was found that the industry was not 
being impaired. Then how can the national security be affected one 
way or another? They have to find in the escape-clause provision 
that the industry is not being impaired. 

Mr. Gray. I know of not specific instance that I can cite, Mr. 
Curtis, but the language of section 7 does not itself by its terms 
contemplate injury to a domestic industry. There is conceivably a 
situation in which greater productive capacity might be required for 
national security and in which eventually there might be a finding 
without showing damage. 

Mr. Curtis. You also have a very broad interpretation of the escape 
clause as to what injury consists of. You are getting to the very area, 
it seems to me, that we should be directing our attention, as to what 
is the difference between the two provisions and it is not spelled out 
in thislanguage. Furthermore, I would say, just as Mr. Simpson has 
raised the point, that if it is national defense, the element of time 
enters in. Delay can be more damaging than if you have an adverse 
decision. Certainly the time factor ought to be in the section 7 proce- 
dure, it seems to me, if it is going to mean anything. 

What I am finally getting to, and the basic question is this: In the 
light of your statements I would have thought you would have been 
in here asking that this language be tightened up and be made more 
meaningful so that you would not have to, through the administration 
of the amendment, seek to cut across this interpretation. Not only 
are you seeking to do it in that very awkward fashion, but you have 
not even issued an executive order spelling out your standards so that 
isa guide to the industry affected, and I might say, a guide to Congress 
itself. The basic question is, Do you think this language is adequate? 
Am I correct that language was written over in the Senate and put 
in over there? Mr. Seales: am I right in saying that section 7 
was inserted into the Reciprocal Trade Act in the Senate? This com- 
mittee, I do not believe, ever went into it. 

The Cuarrman. That is right. It was an amendment that came to 
‘usin conference. 

Mr. Curtis. That is right. Did your Office or anyone else that you 
know of in the administration have anything to do with the writing 
of this language that you quote ? 

Mr. Gray. T am not able to answer that question. This language 
there was written long before I had responsibilities in the Office. I 
do not know how the language was enacted. 

Mr. Curtis. It seems to me from your whole testimony it would be 
avery wise thing, even if we are to continue section 7, that we rewrite 
itso that the ambiguities that have been rather apparent in our interro- 
gation, be cleared up. Have you any comment on that? 

Mr. Gray. In my prepared statement I think I indicated, or intended 
to, that I thought the section was adequate, Mr. Curtis. 
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Mr. Curtis. You thought so, but in the light of the interrogation, do 
you still feel it is? 

Mr. Gray. Yes; I dothink so. 

Mr. Curtis. Everyone is entitled to their own opinion, but with the 
very problems you pose in here, where you say that people are tryi 
to use this escape clause method as a substitute and through 
administration you seek to disabuse them of that, and yet appar- 
ently that conception still exists—we have the element of time in- 
volved, we have the elements of standards and what constitutes na- 
tional security, and we have this further element of what is the 
difference between the escape clause and section 7, and should you be 
handling cases that the escape clause can adequately handle—those 
are just a few of the questions that have been raised. There has been 
no executive order written to spell out these things. I would think 
that you would want to go over this language and come before this 
committee and recommend some better language that would clear up 
some of these things. 

Mr. Gray. I donot know how I would improve on it. 

Mr. Curtis. Thank you, Mr. Chairman. 

The Cuatmrman. Are there any further questions of Mr. Gray? If 
not, Mr. Gray, again we thank you for coming to the committee and 
giving us your statement and the answers to our questions. The 
committee will recess until 2 o’clock this afternoon. The first and 
only witness then will be the Honorable Julian B. Baird, Under See- 
retary of the Treasury. 

Tt ceatean at 12: 38 p. m., a recess was taken until 2 p. m., the same 
day. 

v) AFTERNOON SESSION 


The Cuarrman. The committee will please come to order. 

Our witness this afternoon is the Honorable Julian B. Baird, Under 
Secretary of the Treasury. 

Mr. Baird, we welcome you to the committee. 

I presume you desire to make your statement without interruption, 

If that is the case, you may proceed on that basis. You are 
recognized, Mr. Baird. 


STATEMENT OF HON. JULIAN B. BAIRD, UNDER SECRETARY OF 
THE TREASURY, ACCOMPANIED BY GEORGE H. WILLIS, DIRECTOR 
OF THE OFFICE OF INTERNATIONAL FINANCE; AND JOHN P, 
WEITZEL, ASSISTANT GENERAL COUNSEL, TREASURY DEPART- 
MENT 


Mr. Barrp. First, Mr. Chairman, may I introduce my two colleagues 
here with me: George H. Willis, Director of the Office of International 
Finance, who is on my left; Mr. John P. Weitzel, Assistant General 
Counsel of the Treasury, on my right. 

I believe, Mr. Chairman, copies of this statement have been distrib- 
uted to the members. 

The Cuarrman. They have. 

Mr. Bam. I am very pleased to appear before this committee today 
in support of H. R. 10368 and H. R. 10369, which would amend and 
extend present trade-agreements legislation. We in the Treasury are 
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especially concerned with the trade-agreements program’s importance 
to the maintenance of a healthy and expanding domestic economy. 
We have, of course, a special interest in our domestic economy for the 
very practical reason that this is the source of the tax revenues with 
which the Treasury pays the Government’s bills. 

Our foreign trade is an essential source of our economic strength. 
It has contributed significantly to production and employment in 
many of our industries. It has frequently exerted a stabilizing effect 
on domestic production and employment when demands at home have 
been declining. 

We are one of the world’s great trading nations. Twenty years ago, 
when the trade agreements program was getting underway, our ex- 
ports comprised about 14 percent of the world’s total. Today, our 
exports have grown to more than 20 percent of the world total. In 
1957 our exports amounted to about $191, billion, which is an increase 
of almost 60 percent in value and is about half again as large in 
physical volume, as compared with the corresponding figures for 1953. 

The sustaining role of our foreign trade in the growth of our 
domestic economy is revealed in the way it has matched the spectacular 
pewe in our domestic production and employment. There have 

n-notable achievements in the growth of our gross national product 
over the past decade, and our foreign trade has consistently expanded 
at a comparable rate. Approximately 3 million of our workers are 
now employed, directly or indirectly, in producing goods for export 
and transporting them to foreign markets. More than 9 percent of 
the movable goods we produced in 1956 was sold abroad. For agricul- 
ture, our foreign sales represented in the fiscal year 1957 between 12 
and 13 percent of our total agricultural output. 

For many of our industries, foreign trade is even more important 
in our own self-interest than the foregoing broad percentage rela- 
tionships indicate. To cite a few examples, the proporation of our 
total production which was exported in 1956 ran— 


Over 40 percent for copper sulfate, certain insecticides, track- 
laying tractors, and ammonium sulfate; 

Over 30 percent for certain types of construction and mining 
equipment, complete civilian aircraft, molybdenum ores and con- 
centrates, and resin; 

Over 20 percent for sulfur and penicillin, carbon black, lubri- 
cating oil, petroleum coke and phosphate rock ; 

Ninteen percent for motor trucks and coaches; 18 percent for 
anthracite coal ; 

Sixteen percent for diesel engines, for certain types of tractors, 
and for turpentine ; 

Fourteen percent for agricultural combines, synthetic rubber, 
and bituminous coal; 

And 11 percent for machine tools. 


As any businessman can testify, the course of demand in so sizable 
a proportion of his market as these percentages represent is likely to 
have a very important influence on his profits and on the level of em- 
ployment. he is able to maintain. 

As the pace of expansion in domestic demand eased off during the 
past year, the export sales of some commodities continued at a high 
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level. For instance, higher exports of machine tools and metal- 
working machinery provided a major support to production during 
1957 as shipments to domestic customers declined sharply ; during the 
first 9 months of 1957, cotton, cattle hides, bituminous and anthracite 
coal, and iron and steel scrap were exported in larger quantities than 
during a comparable period in the previous year, while domestic de- 
mands were declining. 

It is plain, therefore, that foreign trade is exerting an important 
sustaining and stabilizing effect on production and employment in 
this country. 

Should the markets for our exports decline, this shrinkage would 
be felt not only by those primarily involved but also by secondary in- 
dustries, retail trade and service activities in the community. 

As taxpayers, our citizens have another interest in our foreign 
trade. The growth and expansion of a mutually beneficial foreign 
trade has not only permitted our exports to expand but has also en- 
abled many of our free world partners to build up their economies 
without dependence upon continuing economic assistance from this 
country. 

The last war brought in its wake many dislocations. Our friends 
aboard were confronted with unfavorable trade balances, and restorted 
to exchange and trade restrictions in an effort to safeguard their in- 
ternal financial positions. The Treasury has been concerned with 
these problems. Our Government’s policy has been to press for the 
elimination of these restrictions as balance-of-payments positions im- 

roved. 

e Insofar as financial controls are concerned, the International 
Monetary Fund was able to state in its annual report for 1956: 

Foreign-exchange restrictions impose a less serious obstacle to international 
commerce today than at any time since the outbreak of World War II. 

Substantial progress has also been made in the relaxation of quanti- 
tative restrictions on trade, although we all agree that there is much 
more to be done. This progress has been most marked for the coun- 
tries in Western Europe. Most of the Western European countries, as 
well as some countries outside of Europe, have in some degree relaxed 
trade restrictions or made them less discriminatory in relation to 
dollar imports. 

Illustrative of this tendency is the experience of the countries in the 
Organization for European Economic Cooperation. According to 
that Organization’s method of measurement, which is based on the 
composition of trade in the base year 1948, these countries have in- 
creased the liberalization among themselves from 68 percent in 1950 
to 89 percent in 1956. Beginning with 1954, the member countries 
of OEEC undertook a program of dollar liberalization. By the 
Organization’s measurement, dollar liberalization freeing imports 
from the United States from restrictions increased from 39 percent in 
1954 to 54 percent in May of 1957. 

In most foreign countries outside markets are even more important 
than in the United States because their foreign trade is an even larger 
proportion of their total business activity. Their foreign trade and 
financial positions are thus closely interrelated. Declining trade, 
actual or prospective, may cause exchange problems. On the other 
hand, internal financial difficulties resulting from inflation or other 
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causes can lead to restrictions on foreign trade which can adversely 
affect our exports. It is important to maintain the progress we have 
made in liberalization of trade and transferability of currencies. Our 
own attitude and declared purpose will play a key role in determining 
whether the world continues to progress in this desirable direction. 
The continuity and stability which we seek for our foreign trade 
policies will aid materially in this task. 

A prudent regard for our own future needs would, alone, favor 
continued effort to seek reductions in trade barriers which bar our 
exports, a policy which we have been following under our trade- 
agreements program which has been in effect without interruption 
since 1934 under both major political parties. 

Important as our exports are, perhaps equally important in the long 
term fo our continuing prosperity and the further improvement of our 
standard of living is our growing dependence upon other countries for 
vital materials and supplies. Our imports may look small in com- 
parison with our gross national product—they are only about 3 per- 
cent of the total, or a little over 6 percent of the movable goods we 
produce. But for many commodities we are much more dependent 
upon imported supplies. For example, we now obtain from foreign 
sources almost one-fourth of our iron ore; one-third of our rubber; 
over half of our raw wool; the great bulk of our supplies of tin, nickel, 
bauxite, and newsprint; and most of our supplies of ferroalloying ores 
and metals which are essential to the manufacture of modern equip- 
ment from machine tools to jet aircraft. 

Looking ahead to the future, we may be certain that, as our popula- 
tion grows and our production expands and as we dip further into our 
own heritage of resources, we will have to depend more and more upon 
foreign sources to maintain the volume and efficiency of our production 
and our standard of living. Weshall want to have expanding markets 
for our own exports, as these import requirements increase. 

Apart from considerations of our own self-interest, we must. recog- 
nize that foreign nations are profoundly affected by and concerned 
with the direction and trend of our commercial policy. They do not 
expect us to propose drastic or sudden changes which would greatly 
or quickly increase their markets here. They do hope for assurance of 
reasonable continuity in our policies and a continuation of our willing- 
ness to negotiate with them realistically in the furtherance of 
mutually beneficial trade. 

The proposal before you is moderate. It preserves and strengthens 
the existing safeguards for our own industries. We can be assured 
that the authority which it provides to the President will be exercised 
so as to take full account of the interests of all groups which may be 
particularly concerned, as well as the need to maintain the strength 
and dynamic character of our own economy. 

I have talked of Treasury’s main interest in this program. How- 
ever, I know foreign relations and other aspects of the program have 
been, or will be, covered by other departments. 

A strong economy in the United States is the key to our own fv-. 
ture and a powerful support to the free world. The Treasury De- 
partment favors H. R. 10368 and H. R. 10369 because we believe that 
this bill provides authority to the President which is needed to sus- 
tain the growth of our foreign trade and thus to contribute to the 
growth of our own economy. 

24093—58—pt. 1——_9 
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The Cuatrmay. Mr, Baird, we thank-you, sir, for a very fine 
statement. 

Are there any questions of Mr. Baird? - 

Mr. Mason. Mr, Chairman. 

The Cuarrman. Mr. Mason will inquire, Mr, Baird. 

Mr. Mason. On page 1 of. your statement, you say that 20 years 
ago we produced 14 percent of the total world trade, and today you 
say that has increased to 20 percent of the world trade. Now, what 
proportion of this 6 percent gain in the last 20 years comes from our 
giveaway program or comes from the dollars that. we have lent them 
to use to buy our exports? ; 

Mr. Bairp. Mr. Mason, I think the tremendous growth in our ex- 
pars is a clear demonstration that all the benefits and all the growth 
1as not been due to giveaways, 

Mr. Mason. My question was not what proportion of this increase 
was due to giveaway and what proportion of the dollars we have lent 
to the Export-Import Bank and a lot of other sources; the question 
3 what porsign of this 6 percent can be accounted for by those two 

actors { 

Mr. Barrp, These figures are just trade, They do not take in aid 
in all forms. What I assume is they could not 

Mr. Mason. They take in exports, and those exports are certainly 
the part that we have given them. You said these exports comprised 
about 14 percent of the world’s total, and now 20 percent of the 
world’s total export. Certainly some of our exports were given away 
exports. 

fr. Barrp. Mr. Mason, could we not get it into perspective this 
way : I believe we have given away or lent something over $60 billion, 
of which about one-third was for military supplies and service, but 
our export trade is running at the rate of over $19 billion a year. If 
ie will take the figures for 1956, our merchandise imports were $12.8 

illion; our nonmilitary grants and loans were $2.3 billion, So it 
was a factor but it was a relatively small factor. 

Mr. Mason. Well, this $2.3 billion—part of these exports were 
military exports, and they have to be counted as part of our total 
exports. 

Mr. Barrp. Our export figures exclude exports of military items 
financed by our military assistance, which were $1.8 billion in 1956, 
If you count our military expenditures made in foreign countries, 
those were $2.9 billion. 

Mr. Mason. That in itself is practically this 6 percent? 

Mr. Barrp. Well,. it certainly is a factor, Mr. Mason; we would 
not deny that. 

Mr. Mason. I realize it is a factor, and I realize that those 2 things, 
foreign aid and our foreign lending, make up most of this 6 percent 
that, we are bragging about, that our exports have expanded that 
much in 20 years. 

Personally, I do not feel that is anything to crow about because I 
can double my trade with the gentleman over there if I give him the 
dollars to buy it with and let him owe it to me. 

There is another thing. In your paper you say something about 
their financial situation being so-and-so because of the fact that we 
Jet them ship stuff in here to get dollars to buy with. 
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Secretary Dulles, before this committee a year or so ago, on a 
question from me, acknowledged that the European nations as a 
whole have more dollars today available to buy with than they ever 
had before in the history of the world; that is, they had better than 
$14 billion surplus to buy our goods with. He had to acknowledge 
that. So the question as to their being short of dollars, it is a ques- 
tion maybe of a few countries being short of dollars, but not the total 
of the European nations because they have plenty of our American 
dollars to buy with. 

Mr. Barrp. Mr. Mason, it seems to me that a large part of the gold 
and dollar balances that they hold are the necessary reserves that they 
have to have. They could not go and expend all their gold and dollar 
reserves and have the valuation of their currencies mak 

Mr. Mason. No; but, if they have $14 billion reserves and 20 years 
ago they only had 7, we will say, that does not tell me that they are 
in a precarious position so far as having dollars to buy with. 

Mr. Barrp. There has been a big change in the price level in the 
period between when it was 7 and 14, if hens are the correct figures. 

Mr. Mason. Yes; I understand that, too. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Baird, we will have to leave for a few minutes 
to answer a quorum call or a vote, whichever it is, on the floor. 

We will resume in about 30 minutes. 

Mr. Barro. All right, sir. 

(Short recess. ) 

The Cuarrman. The committee will resume its sitting. 

Mr. Reed ? 

Mr. Reep. I am very happy to congratulate you, sir, on your state- 
ment, Mr. Baird. 

Mr. Barry. Thank you, sir. 

Mr. Reep. I wish I had time to question you on a few things, but I 
will forgo that today. 

The Cuairman. If there are no further questions, we thank you, sir, 
for coming to the committee and giving us the benefit of the views of 
the Treasury Department. 

We are pleased to have had you, and we want you to know that we 
recognize in you and, of course, your associates, a very able substitute 
for the Secretary of the Treasury who had hoped to be here himself. 
The Secretary told me earlier that he would not be able to be here 
due to the fact that he had been called to appear before another com- 
mittee of the Congress and had some additional engagements today 
as well as that. He did say, however, you were here for the purpose 
of reflecting his viewpoint as well as your own. ; 

We do thank you, sir, for coming to the committee and giving us the 
benefit of that viewpoint. 

Mr. Batrp. Thank you very much, Mr. Mills. 

The Cuarrman. That completes the call of the calendar today. 

Tomorrow our witnesses will be the Secretary of Agriculture, Mr. 
Benson, and the Secretary of the Interior, Mr. Seaton. 

Without objection, the committee will adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3 p. m., the hearing was adjourned until 10 a. m., 
Wednesday, F ebrua ry 19, 1958.) 
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WEDNESDAY, FEBRUARY 19, 1958 


Hovuss or REPRESENTATIVES, 
ComMITTEE ON Ways AND Mzan 
Washington, D. 0. 

The committee met at 10 a. m., pursuant to notice, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHarrman. The committee will come to order. 

The first witness this morning is the Secretary of eee the 
Honorable Ezra Taft Benson. Mr. Secretary, we are pleased to have 
you with us this morning, and you are recognized to proceed without 
interruption. 

At the conclusion of your statement, you will be available to answer 
questions of the members of the committee ? 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE (ACCOMPANIED BY GWYNN GARNETT, ADMINISTRA- 
TOR OF THE FOREIGN AGRICULTURAL SERVICE; AND GUSTAVE 
BURMEISTER AND R. L. GASTINEAU, OF THE DEPARTMENT) 


OCNERE Benson. Thank you, Mr. Chairman. That is entirely 
eeable. 

Mr. Chairman and members of the committee, I welcome this op- 

ortunity to record the support of the Department of Agriculture for 

. R. 10368. Representatives of other agencies have pointed out 
many other benefits of the bill. I should like to emphasize its direct 
benefits to American agriculture. 

Briefly, our position is this: 

1. The proposed legislation now before this committee serves ef- 
fectively to implement our policy of expanded, nondiscriminatory, 
multilateral trade. 

2. That policy, in turn, supports an increasing foreign market for 
United States farm products, And foreign markets are essential if 
we are to find useful outlets for the abundant production of our farm 
land. Foreign markets contribute directly to the welfare of Ameri- 
can farmers. 

Exports are an impressive part of total marketings of farm prod- 
ucts: American agriculture has a vital interest in foreign trade and 
in policies affecting that trade. Three years ago,when I appeared 
before this committee, I was able to say that the slump in agricultural 
exports had been reversed and that. our seriou ate exports for the 
full calendar year 1954 were approximately $3 billion. Today I am 
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happy to report exports of American farm products for the fiscal 
year 1957 were $4.7 billion. 

This represents an increase of about 50 percent in value and 60 
percent in volume over 1954. 

The United States is the world’s largest exporter of farm products, 
As such, the output of 60 million acres—1 acre of 5 harvested in 1956~— 
moved abroad. Although some of our farmers were more directly 
dependent on exports than others, all farmers have a direct stake in 
exports. Acres are competitive, no matter where in the United States 
they are producing. 

Any loss in foreign outlets forces producers of the export crops 
to switch to production for the home market, in direct competition 
with other farm production already geared to the home market. The 
fact that production from 1 acre in 5 moves abroad takes considerable 
pressure off the domestic market and helps to strengthen farm prices 
generally. 

Foreign markets over the long pull provide an outlet for about 
one-tenth of our total agricultural production. They are especially 
important for such eel crops as wheat, cotton, and tobacco, par- 
ticularly flue-cured types. 

In the most recent marketing year, for example, foreign markets 
absorbed the equivalent of over half the wheat, cotton, and rice crops; 
over one-third of the soybean production; one-fourth of the tobacco; 
almost one-half of the tallow; and one-fifth of the lard production. 
The United States supplied one-fifth of the world fresh citrus trade; 
one-tenth of the world fresh deciduous trade; more than one-third 
of the world canned deciduous fruit trade; and about one-fourth of 
the world dried fruit trade. 

This represents a total of $230 million worth of fruit exported, 
which equaled about one-tenth of United States production. 

Finally, exports of American farm products help to bring about 
a better Reece between domestic production and markets. In fiscal 
year 1957, the Commodity Credit Corporation investment was reduced 
by almost $1 billion. Over 70 percent of the CCC stocks that moved 
were exported. 

Agricultural exports benefit a wide sector of the United States 
economy. It is evident that agricultural exports are big business. 
The total movement for fiscal 1957 required financing, inland trans- 
portation, storage, and ocean transportation for 36 million tons of 
cargo—enough farm products to fill 800,000 freight cars and 3,600 
cargo ships. In moving the total, an average of 10 ships a day 
weighed anchor. 

It is recognized that the record level of exports in fiscal 1957 re- 
sulted in large part from special Government programs. But dollar 
exports were the second highest in history, totaling $2.8 billion. This 
figure includes sales for dollars which were aided by subsidy, as in 
the case of wheat and cotton. 

Our aim is to expand dollar trade in the future. We believe our 
dollar exports should reach $41, billion by 1965. This projection is 
based. on a continued expansion of the world economy. The trade 
agreement program is an important element in achieving this high 
level of agricultural exports for dollars. 
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Two-way trade in farm products helps to expand foreign outlets: 
The United States is the world’s second-largest importer of farm 
products, exceeded only by the United Kingdom. recent years, 
the market for agricultural imports into this country has averaged 
close to $4 billion. 

The bulk of such imports—coffee, cocoa, tea, rubber, bananas, sugar, 
wool—supplement our own production of food and fiber. They con- 
tribute to a higher level of living for the American consumer. To 
provide substitutes for these products within our own country would 
entail a most uneconomical use of our resources. 

They also provide an important source of dollar earnings for our 
customers abroad. Thus we gain the advantage of obtaining these 
imports in exchange for the products which we produce with greater 
efficiency than most other countries. 

Implementation of trade agreements has given greater access to 
foreign markets for our farm products. I have mentioned previ- 
ously that fiscal year 1957 exports of agricultural commodities from 
the United States totaled $4.7 billion. Of that total, nearly four- 
fifths went to countries with whom we have trade agreements. 

Approximately two-thirds of our total exports of farm products 
to these countries moved under some form of trade concession granted 
to the United States under trade agreements. Nearly 80 percent of 
United States cotton exports, 90 percent of soybean exports, about 
three-fourths of unmanufactured tobacco ‘exports, and about 80 
percent of fruit and fruit-product exports were moved under trade- 
agreement concessions. 

During 1957 many trade-agreement countries liberalized their im- 
port policies on one or more agricultural products from. the dollar 
area. This easing of quantitative restrictions has resulted in part 
from the multilateral consultations held in Geneva under the auspices 
of the General Agreement on Tariffs and Trade. 

The main American farm products benefiting from this easing of 
restrictions have been vegetables, cotton, some livestock products, 
grains, fats and oils, poultry products, and fruits in various forms. 

In addition to gaining access to foreign markets for United States 
farm products, the trade-agreements Rrgerem has proved to be an 
important restraining influence on the tendency of countries to 
increase trade restrictions on agricultural products. 

Provisions of the trade agreements prohibit the use of quantitative 
import restrictions except in extenuating circumstances. They also 
provide for consultations on the removal of these restrictions. As a 
result, it is reasonable to assume that there is today a broader system 
of high-level multilateral trading. The general objectives of our 
trade agreements are entirely,consistent with the United. States devo- 
tion to a policy of expanded, nondiscriminatory, multilateral trade. 

Equally important is the effective mechanism offered by the trade 
agreements for a continuing exchange of views on world trade prob- 
lems. An illustration of this fact can be found in the current consid- 
eration by members of the proposed European common market and 
free trade area. 

All countries involved are participants in.trade agreements with 
the United States. Here we have the means whereby 37 countries 
may examine together the impact of the proposed economic integration 
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of 6 countries. The effect on world trade patterns can be reviewed. 

The most effective ways and means for orderly readjustments to 
the new situation can be studied. This will be a continuing process 
over the next few years as the gradual evolution of a common policy 
for agriculture in the common market area takes place. 

The proposed trade-agreements program is also consistent with our 
domestic agricultural program. It does not prevent the use of import 
controls where necessary to avoid interference with our price-support 
penarans, It does not pron the use of export subsidies on primary 
products, provided such subsidies are not used to capture an undue 
share of world trade. 

To sum up, the extension of the trade-agreements program is an 
essential tool that we must have in our economic relations with the 
rest of the free world. There is a universal desire for all countries 
to improve their living standards. They want to improve their sub- 
standard diets. Our foreign aid, our loan programs, and private in- 
vestments are designed in large part to help attain this objective. 

The Soviets have been quick to capitalize on weak spots in the econo- 
mies of other countries. Almost daily, headlines report another trade 
deal which tends to orient countries away from us. 

People in foreign lands want to live better. They want to export 
the excess production of things they have and import the items they 
don’t have. Extension of the Trade Agreements Act gives them the 
assurance that the United States continues to embrace the principle 
of mutually profitable international trade as the basis for better living 
for them as well as for ourselves. 

We urge the enactment of H. R. 10368. 

The Cuarmman. We thank you, Mr. Secretary, for your very clear 
and forceful statement. 

Secretary Benson. Thank you, Mr. Chairman. 

The Cuarman. Are there any questions of Secretary Benson ? 

Mr. Simpson will inquire. 

Mr. Srupson. Mr. Secretary, when you refer to the sareign market, 
are you referring to all transactions with respect to agriculture over- 
seas or only those that are affected by the reciprocal trade program ? 

Secretary Benson. Of course I am referring to all of our trade, a 
large part of which, I think about four-fifths, has been influenced, we 
feel, by the trade-agreements program. 

Mr. Srmpson. I would like to have you explain a little more in 
detail how much is our agricultural foreign trade dollarwise. 

Secretary Benson. Last year, or the last fiscal year, the 1957 fiscal 
year, our total exports of American-grown farm products reached 
an alltime high of $4.7 billion. About 60 percent of the total was 
for dollars. 

That is through regular commercial channels. About 40 percent 
was through various types of Government programs, primarily 
through Public Law 480. 

Mr. Stupson. I am sorry; I interrupted you. 

Secretary Benson. I say primarily the Public Law 480 program. 

Mr. Srupson. Of the 60 percent which was for dollars, do I under- 
stand that that was all sold and we made profit on all of that? 

Secretary Benson. No; not necessarily, Congressman. Much of it 
was sold out of Government stocks. We have taken it in at the sup- 
port level. 
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Mr. Simpson. It was sold out of Government stocks, and if we took 
a loss, how much of a loss did we take? 

Secretary Benson. There was $2.8 billion worth which moved for 
dollars, and $1.7 billion of that moved without any Government par- 
ticipation of any kind or any kind of subsidy. 

Mr. Simpson. That makes $1.7 billion that we sold in what I would 
call the ordinary commercial market, where we sold for presumably 
a profit ? 

Poemtany Benson. That is correct. 

Mr. Srmpson. Then, the other $1.1 billion—we subsidized the sale 
of that for dollars; is that correct ? 

Secretary Benson. The other 1.1 did go for dollars. 

Mr. Srupson. How much of a loss did we take on that? 

Secretary Benson. I don’t have the exact figures here. 

Mr. Srupson. That is pretty important, Mr. Benson. 

Secretary Benson. Yes; it is very important, and I could provide 
that for the record. 

Mr. Srmpson. You mean you have no idea how much of a loss the 
American public took on that which you are boasting of now as a 
reason for passing the reciprocal trade program? You ought to know 
what the cost would be. 

Secretary Benson. I have in mind the figure on all of our various 
programs aimed at the stabilization of income and prices over all, 
which include other programs than the one mentioned here. 

Mr. Srurpson. Is that a loss? 

Secretary Benson. Yes, sir. 

Mr. Srmpson. Do you want to give us that figure, or would you 
rather verify it? 

Secretary Benson. I think the overall loss on the total, on all of 
our programs, for support of farm income and farm prices, would run 
between $2 billion and $3 billion, but that includes many programs on 
commodities that do not move into export. 

Mr. Stmpson. Well I am inquiring about how much we lost on what 
we exported. 

Secretary Benson. I don’t have the precise figure. Mr. Garnett 
may have it. 

Mr. Garnett. On the major farm products, our domestic prices are 
about 25 percent, above the prices which they sell in foreign markets. 
Mr. Srwpson. I don’t understand what you are referring to. Surel 
you know what you sell abroad and what it costs you, and how ane 

do we lose ? 

Mr. Garnett. There are many products that are involved. The 
losses involve certain Commodity Credit Corporation transactions 
such as storaging costs which are a loss but they are not necessarily 
a difference between the domestic price and the foreign price. 

Mr. Simpson. I come back to my question, how much do we lose on 
what we sold abroad ? 

Secretary Benson. I would think, Congressman, a general state- 
ment would be that it is about 25 percent, The stuff we sold abroad 
was approximately 25 percent less than the domestic market. 

Mr. Sree This is what we sold abroad for dollars. 

Secretary Benson. Yes, of the $1.1 billion. 

Mr. Srupson. We lose about 25 percent on that, which would. be 
roughly $275 million ? 
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Secretary Benson. Yes, sir. . 

That is under the price support:program, as you understand. Here 
is'a more precise statement: The remaining $1.1 billion exported com- 
mercially for dollars was exported:at less than domestic market prices 
and had a domestic market value estimated at $1.4 billion. . The $300 
million difference represents the additional cost of ae the $1.1 
billion worth of agricultural commodities... The exports involved were 
primarily wheat and cotton. 

Mr. Snupson. Well, we don’t boast: about that, do we, as a result of 
reciprocal trade programs? It is not to the credit of reciprocal trade 
that we lose money ? 

Secretary Benson. No; not particularly, but if we had not ex- 
ported these commodities: into consumption, we would have probably 
taken a greater loss because if you just leave them in storage under 
the price-support prograrn, they will eat themselves up in a few years 
completely in storage costs. 

Mr. Srmupson. But the reciprocal trade program had nothing to do 
with that. You simply sold it on the market at a lower price than 
the other fellows were selling ¢ 

Secretary Benson. I think the reciprocal trade program had the 
effect of helping to expand the market for the commodities we did 
move. 

Mr. Stareson. Ata loss? 

Secretary Benson. Some of them at a loss; yes. 

But we probably would have lost more had we not moved them 
abroad, ak had we not had the reciprocal trade program. 

Mr. Smumpson. Well now, what about the other portion of this $1.9 
billion ¢ 

Secretary Benson. The other 40 percent has been moved largely 
under various types of Government programs, the principal one of 
which has been the Trade Agreement and Assistance Act, commonly 
known as Public Law 480. ‘Under that act we have three titles. 

Title 1 provides for us selling commodities in surplus for foreign 
currencies. That is the biggest single outlet under the Public Law 
480 program. 

Mr. Suwpson. May I ask you about that one? Have we been re- 
ceiving foreign currency sod do we give it a real value as an asset? 

retary Benson. In foreign currency, these commodities are sold 
at world market levels. 

Mr. Suweson. Not below that? 

Secretary Benson. Not below that; no. At world market levels 
they are sold, and the currency is taken in at the exchange rate at the 
time the transaction is consummated. Then those currencies are 
turned over to the Treasury, to be used in various ways. 

Part of them are used for loans back to the countries for economic 
development. Part of them are used to pay our expenses abroad for 
our Embassies and our military installations and a part of them are 
used for market development. 

It is the latter which the Department of Agriculture supervises, the 
market development work. Under titles 2 and 3, there is authoriza- 
tion for donations and relief contributions to these various countries. 

Mr. Suwpson. Do you have any figures for the loss that we have 
experienced to date in that area out of this $4.7 billion ? . 


SS eet teen center: 
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Secretary Benson. About 40 percent of that moved under various 
Government programs, and about 40 percent of it under Public Law 
480, which would be about $1.9 billion: icadoent trogqua 
«Mr. Sumpson.: It is not all a loss then ? ideomeb bits 

Secretary Benson. No. JnKw " 

Mr. Stmpson. What percentage of it is a loss? isbizer‘T sd 

Secretary Benson. Of course, it is not easy to calculate the Joss in 
any one year, because part of the currencies are used im the! form of 
loans back to the countries, and no one knows how: much of those 
will be paid back, and what percentage. Some of it will be paid:in 
full, and. others will probably be artially paid. "ie vasibia 

Mr. Srrpeson. In your view of the reciprocal trade agreemen 
gram, do you agree with me that it was intended, and I hope ae 
still intended, to be something which is good businessy which provides 
a profit at both ends of the street to the foreigner’ who ‘buys our 
product, and to us when we buy his product, or is it a giveaway? 

Secretary Benson. I don’t look at trade agreements program as :a 
giveaway. I look upon it as a program to promote trade, international 
trade, through commercial channels generally. 

Mr. Stuson. Good trade, you mean ? 

Secretary Benson. Yes, sir; and of course our great emphasis is 
placed on sales for dollars, in all of our commodities. We havechad a 
substantial increase in sales for dollars this past year. 

Mr. Stmpson. Why do you come to the committee and take credit 
for a vast increase in exports when a very substantial part of it is sent 
abroad at a loss ? 

It is not good business in the dollars and cents approach. And 
particularly why do you take credit on behalf of the reciprocal trade 
program for that? 

Secretary Benson. We believe that any program which tends to 
facilitate and encourage foreign trade is g for agriculture. I tried 
to set forth the facts here, that part of this is for foreign currency, 
and part of it is for dollars. Our aim is to expand the dollar trade in 
the future, and we believe that our dollar exports could reach $414 
billion by 1965, that is our best projection at the present time. 

This is based on the ocatbienl expansion, of course, of the world 
economy, and the continued expansion of trade and the continued use 
of the trade agreements program. 

Mr. Srupson. If we did not pass this bill now before us, it would 
have no bearing whatever on Public Law 480, would it? 

Secretary Benson. I don’t presume it would have any particular 
bearing on Public Law 480. It has primarily a bearing on the sales 
through commercial channels, sales for dollars. 

Mr. Sopson. Is there a provision of law with respect to cotton ? 

Secretary Benson. I did not get the question. 

Mr. Simpson. Is there a provision in our law with respect to cotton 
under which after we sell cotton abroad and the cotton is sold at a 
lesser price than the American manufacturer can buy it, we pay money 
to — American manufacturer who could not buy it at that reduced 
rate 

Secretary Benson. Yes. 

Mr. Smrrson. Would you. mind explaining that to me? I never 
have been able to understand it although possibly I voted for it. 
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Secretary Benson. May I say this, Congressman Simpson: We, 
of course, have been encouraging a program which would use our 
sapport mechanisms more in line with market prices, world prices, 
and domestic prices. However, we haven’t had the use of that mecha- 
nism that we need and want. 

’ The President has récommended it to the Congress, as you know. 
But under the present arrangement, in order to move cotton abroad 
we have had to subsidize the exports, because the world cotton market 
level is below the domestic support level. So we have been subsidiz- 
ing exports. We have been moving great quantities, but under a sub- 
sidized program. 

P Mr. Srapson. Is that included in this loss you have told me about 

ere? 

Secretary Benson. That is included in the loss, and of course that 
puts the domestic mill at a disadvantage competitively with foreign 
mills, because they are buying cotton cheaper for their mills than 
the domestic mill operator ebay it on the domestic market. 

In an effort to equalize that, the mills in turn have been given pay- 
ments to make up the difference on the raw cotton equivalent of that 
part of their output which they export. 

. Smapson. Do you believe in that equalization there? 

Secretary Benson. I think it is only fair so long as we have the 
other program. 

Mr. Suupson. We have a law here that details how much we must 
pay labor in this country that work in mills. Do you disagree that 
we should equalize for the American manufacturers that disparity 
between what we pay labor here and what they pay them in Japan, 
for example? 

Secretary Benson. I think American agriculture can compete with 
agriculture anywhere in the world. 

Mr. Stmpson. That was not my question, sir. 

Secretary Benson. I am coming to your question. 

I think that our farmers are the most efficient anywhere in the 
world. I would like to see us be able to move our commodities more 
nearly in competition with other countries at competitive world mar- 
kets. 

I think that would expand our trade, and over the long pull would 
increase the income to American agriculture. 

Mr. Srweson. I am going to try to ask you again, and I think that 
I would like an answer. You have said that you agree with the fact 
that we should undertake to equalize the cost of cotton to the Ameri- 
can manufacturer, which would compare to the cost to the Japanese 
manufacturer, by subsidizing and paying the difference between the 
price the Japanese manufacturer must pay for cotton which we ex- 
port, and the cheapest price the American manufacturer could buy 
it at. 

Now I ask you this question: Would it not be proper for us likewise, 
and would you not agree that we should also equalize the American 
manufacturer for the disparity in wages which he must pay, versus 
what the Japanese must pay, particularly when we by law specify the 
rate that the American manufacturers must pay as a minimum? 

Secretary Benson. Of course the wages and labor and the efficiency 
of that labor are much different, between the two countries. I pointed 
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out that under our subsidy program on cotton we have an artificial 
price, really. 

What we need to do is move in the direction of a more competitive 

rice, and that would remove the need for a subsidy to the manu- 
a cmere of cotton and cloth, and remove the subsidy on our Amer- 
ican exports of cotton. 

Mr. Stimpson. If I understand you, you favor the equalization with 
respect to the cost of buying the cotton, but you do not with respect 
to equalizing the wage differential ? 

Secretary Benson. I favor it on cotton only because we are operatin 
under an artificial Government imposed level of cotton prices whic 
is not fair tothe American manufacturer. 

Mr. Simpson. But don’t we do the same thing with respect to wages ? 

We have social security and many of the fixed costs that the Gov- 
ernment puts on a manufacturer. That is in the sense that you are 
talking about, I believe. 

Secretary Benson. I don’t know that I get the point that you are 
trying to make. 

Of course I feel that our labor here is much more efficient than much 
of the labor they compete with in world markets and I feel that our 
American labor can compete as can our farmers if they are given an 
opportunity. 

Mr. Stupson. Do some of these farm products that we are export- 
ing go to, or is it contemplated that they will go to, the so-called Iron 
Curtain countries ¢ 

Secretary Benson. We have felt that our exports and our trade 
with other countries should be based on what is best for this coun- 
try and what is best for us. There are countries which are usually 
considered as part of the Iron Curtain countries, where there is pretty 
good evidence that the sympathies of the people are with the West. 

Some of our marketing people have been there and then find that 
there are opportunities for some trade with some of those countries. 
It has been my feeling that we ought to be willing to trade with them, 
if we feel it is to our advantage to do so. 

Mr. Stmpson. Are they in the area where we sell for dollars, or are 
they gifts or do we get foreign currency for them? 

Secretary Benson. One country I have in mind, with which we 
consummated a program recently, was a Public Law 480 program. 
That was with Poland, as you are aware. 

Mr. Stimpson. Under which title ¢ 

Secretary Benson. That was under title 1, primarily. 

Mr. Stmpson. That is the giveaway ? 

Secretary Benson. Yes, the sale for foreign currencies. 

Mr. Srupson. The reciprocal trade program as such has no rela- 
tion to the entries back of the Iron Curtain ? 

Secretary Benson. Not particularly. However we do feel, Con- 
gressman, that some of these sales for foreign currencies tend to open 
markets from a longtime standpoint, and will tend probably to build 
dollar markets in the future. 

We continually emphasize dollar sales wherever we can. 

Mr. Stmpson. Now, I have just one other final question. I wanted 
to inquire about this: In this bill what we are doing is authorizing 
further cuts in duties, among other things. That is for 5 consecutive 
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years, 5 percent. a year. We have duties that protect the American 
farmer now, have we not? 

Secretary Benson. We do in some areas, and we have the section 
22 of the Agricultural Adjustment Act which provides some added 
protection for agriculture. 

It has been our feeling, or it is our feeling, after carefully study- 
ing this bill, that section 7, for example, provides adequate protection 
to United States agriculture in all cases of any injuries from imports, 
and section 22 is a current thing which gives us protection which we 
need for our farm programs from any unlimited imports. 

Mr. Simpson. Are there any areas where you envisage further 
cuts in the present levels of tariffs? 

Secretary Benson. No, not specifically. 

Mr. Srupson. Do you have any where you think that it might be 
advisable for us to cut the protection the American farmer now has? 

Secretary Benson. Of course, Congressman, I think that we havea 
relatively low level of tariff protection to our American agriculture 
at the present time. I think the reduction over the past years has 
tended to increase our trade with other countries. Our agricultural 
trade is pretty well in balance. 

We export just about the dollar volume that we import, and prob- 
ably just a little more. This past year it was considerably more, but 
over a period of years, the last 10 years for example, we have im- 
ported about the quantity that we have exported. 

Mr. Suvpson. I gather you don’t have in mind recommending any 
reductions in agricultural products duties ? 

Secretary Benson. It would depend of course upon what conces- 
sions we would get from other countries and whether we feel it would 
result in a total net gain in our trade in agricultural commodities. 

Mr. Smpson. Now, do you mean in our trade in agricultural com- 
modities, or do you mean any commodities? 

Secretary Brunson. I am speaking primarily of agriculture, of 
course. 

Mr. Sruwpson. Well, now, this is an issue that I do have to ask a 
little more about. It is argued with considerable effect, in my opin- 
ion, that certain industries and certain trades and certain areas of 
production are traded off on behalf of benefit to some other area. 

Now I ask you whether you mean literally that while it might be 
possible to favor a reduction in some areas of our present protective 
duties, you would do that possibly if you could see a further benefit 
to agriculture as distinguished from any and every other area of our 
economy ? 

Secretary Benson. Well, of course, in the matter of each case that 
came up, we would have to carefully review the duties on those prod- 
ucts affected, and we do that on the same terms as we would on any 
other commodities. 

Mr. Soapson. But you don’t do it alone? It is done by a group in 
the State Department.and many other places? 

Secretary Benson. That is correct, sir. 

Mr. Stupson,. Would you go along with a recommendation that if it 
benefited agriculture, all right, but not if it hurt. agriculture? 

Secretary Benson. Of course, we feel that if the countries abroad 
are going to buy increasing quantities of agricultural products, they 
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must earn dollars, whether they buy farm products or some other 
American-produced product. 

This affects the quantity of agricultural products they will be able 
to purchase for dollars. We would, of course, be inclined to en- 
courage any increase and any expansion in world trade which would 
permit them to earn the dollars necessary to buy our farm products. 

Of course, we always have the peril point, and the escape clause as 
oo: to protect our own programs which the Congress has pro- 
vided. 

Mr. Stupson. The escape clauses are not finalized unless the Pres- 
ident agrees completely with what has been recommended or what is 
before him ? 

Secretary Benson. That is true. 

Mr. Srwpson. Would you favor an amendment which would deny 
these negotiators the right for the duration of the bill we are talking 
about, to make any cuts whatsoever in agricultural protection now 
existing ? 

Secretary Benson. As I have said earlier, Congressman, I believe 
that the bill provides adequate protection to United States agriculture 
in all cases, and I think that there is sufficient protection to permit us 
to move ahead and to further expand our agricultural trade and our 
agricultural exports. 

Mr. Simpson. Well, I have a little difficulty in agreeing with you, 
Mr. Secretary, particularly for the reason that more than half of our 
business abroad has no connection whatever with the recoprical-trade 
program, 

But I do appreciate your candor, as always, in discussing these 
things. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions of the Secretary ? 

Mr. Mason will inquire, Mr. Secretary. 

Mr. Mason. Mr. Benson, first I want to say that you have my heart- 
felt sympathy. 

Secretary Rennmien I will be glad to trade places with you, sir, if I 
would be qualified. 

Mr. Mason. Even for $1 million I would not trade places with 
you. 

Secretary Benson. Thank you, sir. 

Mr. Mason. You have my sympathy. from the standpoint that you 
inherited these tremendous surpluses that had been piled up before 
you took office, and you inherited a tremendously expanded agricul- 
tural industry, much more expanded than under normal, conditions 
we need. Of course, you have had the task of trying to square these 
things up. 

You have been getting rid of these surpluses through exports of 
various types, giveaway, and selling for foreign currency, and, aid- 
img: by subsidies the sale for dollars, and all,of these things. Per- 
sonally, I think that you have been doing a, pretty good job of. it, 

Secretary Benson. Thank you, sir.., 

Mr.: Mason. But as.to these reciprocal-trade agreements, in, that 
one respect, Secretary, Benson, I just can’t. see your philosophy. . You 
are advocating it because it does help you solve, your particular 
problems of surpluses, does it not ? 
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Secretary Benson. I think, when we have a sound program of trade 
expansion, it has a tendency to raise the standard of living in the vari- 
ous countries that participate in that trade. 

Mr. Mason. Of course, the only way they can raise their stand- 
ard of living is for us to provide them either gratis or some other 
way with our surpluses. 

Secretary Benson. I was recently on a world-trade trip, as you 
may know, and I found evidence in a number of the countries that 
their economies are being improved, that they are going into more 
production, industrial production, and their economies are improy- 
ing. As those economies improve I think that our trade will increase. 
We think our exports of American-grown farm products will increase 
to those countries also. 

Mr. Mason. Now of course their industries have been expanding 
largely, in my opinion, because we have been furnishing them the most 
modern machinery in the world, of the various kinds, and practically 
giving it to them. Then they are using that modern machinery, for 
instance cotton machinery in Japan, more modern machinery than 
some we are using in this country, and paying wages of 17 or 20 
cents an hour while we are paying wages of $1.84 or something like 
that. 

Then we permit them to ship their cotton-manufactured goods in 
here where we can’t compete because they have the modern machinery 
and the low wages, and we take away from our cotton manufactur- 
ing our jobs and throw men out of employment. 

Now that is partly what the reciprocal-trade agreements are 
accomplishing. 

Secretary Benson. Congressman, may I say first that we feel that 
there is no satisfactory substitute for markets for farm products. I 
am sure you would agree with that. A government warehouse is not 
a market. 


Mr. Mason. I am fully in accord with your agricultural program, 


fully in accord with it, sir. 

Secretary Benson. I am pleased to know that. 

Mr. Mason. And I want to give you all of the praise and credit 
that goes with it. 

Secretary Benson. Thank you, sir. 

Mr. Mason. But this reciprocal-trade business is a different animal. 
It does not, in my opinion, work out to the benefit of the American 
public in general. I want to give you a specific case relating to this 
escape clause. 

We have had, we will say, 20 or 30 cases where manufacturin 
people were being injured, and they presented their case to the Tari 
Commission and they received recommendations, and recommenda- 
tions were made on the basis of the case, that something should be 
done. 

In only about 10 percent of these cases did the President permit 
something to be done to relieve the harm that was being done. But 
now if you take agriculture, under the escape clause, 38 claims were 
made and 4 were disallowed by the Tariff Commission and 34 were 
allowed. Of the 34, only 3 of them were vetoed and 31 were accepted 
by the President. 
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Now, that is exactly the reverse of how this escape clause works for 
manufacturing industry, as against agriculture. 

Can you explain why agriculture comes off so well under this 
escape clause, while manufacturing industry comes off so poorly ? 

Secretary Benson. Of course, i am most familiar with agricul- 
ture, and I do not claim to be fully familiar with the other programs. 

Mr. Mason. Of course, we have to look at the full program. 

Secretary Benson. I understand, there have been three, as you men- 
tioned, according to our records. The President invoked the escape 
clause on dried figs and alsike cloverseed. 

Mr. Mason. I just have the numbers. 

Secretary Benson. The Tariff Commission recommended but the 
recommendation was rejected by the President in the case of garlic. 
The Tariff Commission decided against action in the case of cherries 
and several other products. Of course, we try to present naturally 
the best case we can. 

Mr. Mason. So did the manufacturers. 

Secretary Benson. We try to be conservative in the things we ask 
the President to act on. You referred to Japan. May I mention 
that Japan has now become our greatest single market for American- 
grown farm products. 

Mr. Mason. I can easily understand that. 

Secretary Benson. And they are paying cash for them. These are 
not primarily programs which are subsidized, but Japan is now our 
best cash market. It fluctuates between the United Kingdom and 
Japan, but at the present time Japan is our greatest market. 

Now, we have had programs of various kinds to aid Japan and to 
rehabilitate here, and anything that has been done to help that coun- 
try get back to the market for dollar purchases has certainly helped 
the American farmer. We are shipping tremendous quantities of 
cotton and soybeans and other commodities to Japan. 

Mr. Mason. Now, Mr. Seeretary, you are really saying this in sub- 
stance, that we are gaining because of this export of farm products to 
Japan, at the expense of losing jobs for our cotton manufacturing 

eople. 
, C Mf course, if we lose jobs for 200,000 people working in cotton fac- 
tories, they are out of work and we lose that market for our farm 
roducts for those people. So, is it a good thing, reciprocal trade, if 
it hurts this one in order to benefit this one ? 

That is really the question I have to decide. 

Secretary Benson. I think overall the program has produced more 
benefits than it has disadvantages. I think the advantages greatly 
outweigh the disadvantages. 

In the case of fabrics from Japan, of course they have voluntarily 
imposed quotas coming into this country. 

Mr. Mason. I understand that. 

Secretary Benson. And I think they have been held at a fairly rea- 
sonable level. Certainly trade with that country is important to the 
American farmer. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. Mr. Holmes will inquire. 

Mr. Hormes. Mr. Secretary, I read with interest, along with you, 
your formal statement which you made before the committee. I have 
24093—58—pt. 1——10 
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a region in the State of Washington than has built up a tremendous 
segment of the State’s economy in fruit, as you know. 
ecretary Benson. I was out in the Yakima area recently. 

Mr. Houtmes. I know you were. That area has enjoyed over past 
years a tremendous export market, that goes back years and years. 
That export market was in their fruit trade of deciduous fruit. I 
have seen as high as $14 million of apples alone exported from one 
valley, the valley that you were in, on the old dollar value in the 
thirties, to northwest European markets. 

At one time every third apple in the island of England was a Wash- 
ington State grown apple. The a la carte trade and the French mar- 
kets, on the Anjou pear was a tremendous business. 

For all of these years now that export market has practically 
dwindled to nothing. They have made some exports, but nothing 
on a volume basis like we Love experienced ‘in the past. 

I listened to the testimony by the Secretary of Commerce a few 
days ago, and naturally I was interested in his testimony that there 
had been a very small reduction in reciprocal duties between West 
Germany and this country, and yet we both know that West Germany 
does not have a dollar exchange shortage. Of all of the European 
countries, I imagine West Germany has as good a supply of dollars 
as any area. Yet West Germany is not taking any deciduous fruits, 
to amount to anything. 

The fruit industry is upset about that, Mr. Secretary, because the 
fruit industry has been a very strong supporter of reciprocal trade. I 
noticed here that the main farm products benefiting from the easing 
of restrictions have been vegetables, cotton, some livestock products, 

rains, fats and oils, and poultry products, and fruits in various 
orms, as you mentioned in your testimony. 

Could you throw any light upon that situation in relation to West 
Germany? I am seeking information, honestly and sincerely. 

Secretary Benson. We do have under negotiation with them right 
at the present time this matter of fruits. We have had under nego- 
tiation with them also another very important product in your State, 
namely, poultry products, and we have recently developed a new mar- 
ket there for processed poultry, which we think has a pretty large 
and sizable potential. 

On the fruit question, we are moving some, as you know, into 
Germany and into the United Kingdom. We have had some increase 
in the United Kingdom this past year. I met with the United King- 
dom people when I was on this trip. 

Mr. ecam. We sent them about 1,500,000 boxes of 5-tier wine- 
saps. 

Secretary Benson. We are not satisfied with the volume we are 
moving into those countries, and we plan to do everything we can to 
further expand the exports of fruit into those areas. 

They have, of course, said it is a question of dollar exchange, and 
they cannot buy everything we ask them to buy, but in the case of 
Germany whether that is the real reason or not I cannot say. But we 
do have that under negotiation at the present time, and we-are some- 
what encouraged. 

Mr. Hotmes. I am happy to hear you say that. Of.course, I know 
you can’t make a country buy.everything that you want them to buy, 
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but most certainly, the general argument, of West German supply of 
dollars cannot be accepted as a reason. Whether they don’t want to 
take the products or not is a different proposition. 

But, most certainly, the West German supply of dollar exchange as 
a general reason is not very well founded, as you are well aware. 

Secretary Benson. I think the international monetary fund have 
ruled on that question, and would support what you have just said, 
Congressman. 

Mr. Hormes. I am quite sure it is factual. 

Now, I am seeking information here, because I am trying to show 
you that there is a large industry breaking off from support of recip- 
rocal trade unless something is done. It is based upon historical facts. 
It is based on a large historical volume of trade. 

Now I will come back to another product, namely, our soft wheat 
product. With freight rates the way they are, the most effective move- 
ments of that product in the Pacific Northwest is offshore, as you know. 
Naturally, offshore on the Pacific coast is seeking the Orient, as much 
as it can, although it is not prevented by offshore rates from seeking 
other areas than the Orient. 

Among them is Japan, which you have testified is one of the greatest 
consumers of American agricultural products. 

The Washington and Oregon wheat associations out there are spend- 
ing their own money and quite a little of their own money in private 
channels and are developing markets in the Orient, particularly in 
Japan, South Korea, Pakistan, and India. 

ey are very much worried about why White wheat is not moving 
under Public Law 480. The facts given to us show that there are 
White wheat storages left in the Northwest—not anywhere near as 
great as they used to be, and very much reduced; but they are appre- 
hensive as to whether the difference in White wheat statistics between 
your Department and the storage out there is sufficient to keep the 
White wheat from being shipped under Public Law 480. 

This has not anything to do with reciprocal trade, but I want to 
bring that point up to you as forcefully and objectively as I can. 

Secretary Benson. Of course, Congressman, I came back from this 
world trip with considerable optimism regarding the potential mar- 
kets for White wheat in some of the countries visited. We are doing, 
in cooperation with the tride, considerable market development work, 
as you know. 

aaa Hoimes. Excuse me, but the trade itself has been doing a lot 
itself. 

Secretary Benson. Yes; it has; and the Government; of course, has 
been putting a lot of foreign currencies in and teaming up with them. 
For example, when I was in Japan, we saw the results of their school 
lunch program which we helped to promote and which we had 
fmanced largely to get started, and then we gradually taper off and 
they pick up the complete program. I went out to a consolidated 
rural school, for example, to see how it was operating, and here were 
1,000 children; and I saw them go into eat their school hunch. 

On each desk was a large wheat roll made of White wheat grown 
in the Pacifie Northwest. There was a large bow] of reconstituted 
mille, produced on American farms. The only other dish. was'a ‘stew 
made largely of vegetables locally grown. We have’ eight'mobile 











136 RENEWAL OF TRADE AGREEMENTS ACT 


kitchens operating in Japan in cooperation with industry in which 
we are showing housewives how to prepare the menus using American- 
grown farm products in the menus. 

This is some of the work that is being done which we think is going 
to result in a considerable expansion of markets for White wheat 
and other items in Japan and some of those other countries where we 
are doing this market development work. 

Mr. Hotes. But you can’t keep that going unless White wheat is 
moving, can you? You can’t develop a market unless it is moving, 

Secretary Benson. We certainly moved tremendous quantities of 
White wheat. 

Mr. Hotmes. I will admit that you have. I hope that you will just 
not let it accumulate again. 

Secretary Benson. We are going to do the best we can to further 
expand markets for it, and you can be assured of that. 

Mr. Houtmes. There is one other point I want to develop further, 
if I may. 

Under the peril-point procedures of the reciprocal trade agreement, 
Mr. Kean and I some years ago had considerable to do with that peril- 
point amendment. I think it was in 1949. Then there were some 
changes made in that peril-point amendment, bringing it down into 
segments of an industry. It was referred to by the Secretary of Com- 
merce, Mr. Weeks. 

The thing that is interesting to me in relation to the peril-point 
declaration before the Tariff Commission—and I am really bringing 
this out to try to amplify it—and the escape clause used as matters of 
remedy after the peril point and injury or damage have been declared 
is that I do not know of any objective case—and I would like to have 
one given to me if it is available—where, under the peril-point pro- 
cedures that permits a segment of industry to be looked into for 
injury, there has been a ruling by the Tariff Commission pertaining 
to a segment of that industry. 

For illustration, I might cite the following : lumber versus plywood; 
cherries versus glace and maraschino imports. The reason that the 
cherry men watch maraschino and glace imports so closely is that 
they are the offset for the fresh edible cherries if they hit difficult har- 
vest conditions like split cherries, and so forth. 

The peril-point amendment provides that a segment of an industry 
can be looked into as receiving injury. Have you had any experience 
with a segment of an agricultural industry being granted relief be- 
cause of injury, or having had the escape clause not remedy the 
situation because the overall agricultural industry in a section of it 
has been ruled in good shape ? 

Secretary Benson. I wonder, Congressman, if the dried-fig case 
would not fit into the question. 

Mr. Houmes. I think the dried-fig case would have a possibility of 
fitting in as a segment because you do have the fresh edible figs and 
the processed canned. 

Secretary Benson. Yes; and there is also the so-called fig paste. 

Mr. Hotmes. In the turning down of the cherry proposition, I do 
not think there was a segment of the industry looked into. 

Secretary Benson. I think that turndown was by the Tariff Com- 
mission. as it not? 
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Mr. Homes. Thai is right. 

Secretary Benson. I ee their findings did not convince them 
there was any injury, and therefore they turned it down. i 

Mr. Houmes. [f it is true that the peril point is going to be the basis 
for the use of the escape clause, I am trying to emphasize the fact of a 
neglect of the segment concept of the peril point. That is what I am 
trying to emphasize. 

Please believe me when I say that I think it would help reciprocal 
trade a great deal if they would pay more attention to it, because it 
creates a group that becomes very voluble in relationship to criticism 
of their reciprocal trade setup, and then it creates another group over 
here, perhaps, in the industrial field and another group in some other 
field, and when you get all those groups together, you have a lot of 
volubility. 

Secretary Benson. I understand, sir. 

Mr. Hotes. I just want to emphasize that point. I am just trying 
to show that point in the program concerning the operation of 
reciprocal trade. 

The Cuarrman. Are there any further questions ? 

Mr. Sadlak will inquire; Mr; Seeretary. 

Mr. Sapiaxk. Mr. Chaitin, I want to make an inquiry because of 
the information which I sought from the record that was put in the 
record by Mr. Mason. 

I was particularly interested in the large proportion of the requests 
made for help in agriculture and the large number of those requests 
that were granted by providing them with protection. 

I wanted that primarily for the record, and I wanted to have it in 
the record by the Secretary, because Mr. Mason has already pointed 
it out. 

The Cuarrman. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I was just wondering, in listening to 
you and in reading your statement, whether or not in a great on of 
the trading that you are doing in agriculture is outside the reciprocal 
trade agreement. It apparently is. 

Secretary Benson. I think I made the point that about four-fifths 
of our exports this past year were with countries with whom we have 
trade-agreement arrangements. 

Mr. Demet: Yes; but still I am talking about how you actually do 
your trading. It seems to me that a bilateral operation rather than a 
multilateral, certainly anything to do with Public Law 480, is outside 
of the reciprocal trade formula. 

Even though four-fifths of the countries that you are dealing with 
might be members to an arrangement we have with them under re- 
ciprocal trade, as far as the specific arrangements that are made with 
them are concerned, they could have been bilateral. Many of them 
obviously were, it seems to me. 

Secretary Benson. Of course, these special Government programs, 
Congressman Curtis, we consider to be temporary programs. We 
are continually emphasizing sales for dollars, and our sales per dol- 
lars last year did show further improvement. We would hope that 
cant a larger and larger proportion of our sales abroad will be 

or dollars. 
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Mr. Curtis. That clarifies my mind a little bit, because the ques- 
tion I was going to ask ultimately after that was this: Whether we 
are deceiving ourselves as; to whether they are going to be. tem-, 
porary programs or whether or not, from the agricultural stand- 
point, we are for reciprocal trade because it will help solve this dollar 
gap in other sections. But as far as treating aesaoulural products, 
themselves is concerned, many of them you would continue to operate 
under a formula different from reciprocal trade. You would want 
to make. bilateral agreements; you would want to retain the section, 
22 in the code; 

Secretary Benson. Our projection now is that our dollar sales will 
inerease much further. We anticipate that by 1965 we will. have 
around $414 billion worth. This last. year showed a $700 million im; 
crease in dollar sales. 

Mr. Curtis. Let me present the question in a broader light, then, 
so that you can see what I am trying to drive at, whether this is tem- 
porary or permanent. 

I was very much interested to note that in the GATT agreement, 
between GATT countries, the one exception that was made by many 
countries that we regard as free trading in other things, was with 
regard to agricultural products, just as we have a waiver on section 
22. In the talks of setting up the European common market, almost 
invariably the countries say, “We are going to set it up all right, 
but we want to exclude agricultural products.” 

I raise the question, therefore, of whether we are deceiving our- 
selves about our agricultural programs being temporary, or is the sit- 
uation indeed such that we will always want to make exceptions to 


agricultural products because of the amen of agriculture. 


Secretary Benson. I would think that over the long pull there 
would be less need for the exception. I think the exception you re- 
ferred to was in the free market and not in the common market area. 

Mr. Curtis. You are right, but I think the same thing would apply 
to the common market. They want to make exceptions to agricultural 
products there, too, even those who are most interested in bringing 
it. about. 

Secretary Benson. It has been our experience, Congressman, that 
the trade agreements program tends to be a restraining influence 
against the imposition of these exceptions in the case of agriculture 
and tends in the direction of greater freedom and greater trade. 

Mr. Curtis. But it did not prevent Switzerland when they wanted 
to come in, from asking for an exception with regard to agricultural 
products, and even countries like Belgium, Holland, and so on. 

Secretary Benson. I recognize that, and I do not suppose it would 
me well if you could force a country to participate. e have asked 
for an escape clause in order to protect our own programs, and I pre- 
sume we can expect other countries to do the same. 

Mr. Curtis. I know it, and thet is why I am raising the question. 
I am wondering whether or not, due to the peculiarities of agricul- 
ture, perhaps agricultural trading does not fit under a reciprocal- 
trade method, under a GATT arrangement. Maybe it does lend itself 
to bilateral trading. I do not know. That is my question, because we 
do have that situation. 
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Now, I pose one other thing. The underdeveloped countries, or raw- 
material-producing countries, have asked many times to sit down in 
GATT and other places to discuss their problems, particularly in com-, 
modity-exchange possibilities. ‘The United States has maintained the 
position of not even wanting to discuss.it. It looks as,af with these 
raw-material-producing countries we have a little bit different situa- 
tion, possibly, tradewise, than we do have with a balanced country like: 
pur own, where we have both industrial and raw materials production. 

The reason I raise the question is that, when all is said and done,, 
you say it is a temporary thing, but the temporary situation is this, 
as I see it: that from the agricultural standpoint we want reciprocal 
trade to be applied to things that are not agriculture, because it, will, 
help the dollar balance there for what agricultural products we do 
want to trade. 

You say that it is only temporary, but I wonder, in view of what I 
have suggested, would you still feel that this is'a temporary thing? 

And, if so, what are we talking about—a temporary thing that will 
last 20 years? 

Secretary Benson. Of course, how long it will last will depend, in 

art, on whether we get additional legislation which is needed... You 
Say we are trying to move in the direction of more emphasis on mar- 
kets and less emphasis on price fixing, Government regulation, Gov- 
ernment control; and I think our agriculture in this country is becom- 
ing increasing|ly efficient, increasingly able to compete with other coun- 
tries. 

Of course, I have felt that the organization to which you refer does 
provide a very good forum where representatives can sit down and 
discuss their economic problems, and I think it has tended to serve as a 
tremendous restraining influence against the imposition of quotas and 
limitations on trade, and has tended in the direction of greater freedom 
in the trade, in exchange of farm products. 

Mr. Curtis. What report have we made to GATT in regard to the 
waiver we have in section 22? We are required to report each year 
on our progress. What recent report have we made? Are we going to 
ask that that waiver be removed in the near future? 

Secretary Benson. No, indeed. We think as long as we have these 
programs, Congressman, that section 22 is needed in order to protect 
these programs. 

Mr. Curtis. And these other countries the same way. 

The thing I am trying to drive home is, whether you call it tem- 
porary or what, the world situation is actually broken down into two 
parts: one in regard to what we might call industrial products, and 
the other in regard to agricultural products. There does not seem 
to be very much free trading on agricultural products. All the coun- 
tries have requested waivers as we have, and are imposing quotas, 
licenses, and a variety of other things which I think most students of 
the subject regard as much more restrictive than tariffs. In fact, 
tariffs would constitute a liberal method of restricting trade in rela- 
tion to these other devices. 

Secretary Benson. In relation to the total quantities of trading, 
Congressman, I think section 22 has been imposed on a relatively small 
proportion of our total trade in agricultural products. 

Mr. Curtis. You mean dollarwise? 
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Secretary Benson. Yes; dollarwise. And I think that would prob- 
ably apply, too, to many ‘of these other countries who have similar 
provisions. Of course, some of them have government programs, as 
we do in this country, which they are trying to protect. 

We feel that section 22 does provide adequate protection for the 
various ‘programs of the Department’ which may be interferéd with 
rather seriously by unlimited imports; yet, at the same time, we feel 
that there will be some increases in imports and further increases in 
exports of American agricultural products. 

r. Curtis. Would you say that we have been freeing up our re- 
strictions of various sorts in agriculture, in the agr icultural field, over 
the period of these past few years? 

Secretary Benson. I think the record will show that, yes. 

Mr. Curtis. Thank you. 

The Cuarrman. Mr. Eberharter will inquire, Mr. Secretary. 

Mr. Exeruarrer. Mr. Secretary, I have noticed quite a bit in the 
public press about the fact that some countries are a little bit dis- 
turbed about the effect of our duaaping agricultural products on their 
markets. Is there anything to that? 

Secretary Benson. May I say, Congressman Eberharter, if I may 
refer again to the recent ‘trade trip in which we visited 12 countries, 
that in all of our conferences and visits in these countries, we did not 
hear the word “dumping” once until we got back to London where, 
in a press conference, a representative of the Canadian press happened 
to mention it. I was very pleased to find that generally speaking 
there was a feeling that we had, in the operation of Public Law 480, 
done an exceptionally good job in preventing any serious disr uption 
of world markets. 

Mr. Exernarter. I understand that Canada is very much disturbed 
about our disposal of agricultural products—particularly wheat— 
under the Public Law 480 program which has resulted in disturbing 
the world market in which they are important exporters. 

Secretary Benson. In all of our Public Law 480 programs, we usu- 
ally insist that the country involved make its usual purchases for 
dollars. I think the record is pretty good in this respect. I do not 
believe there is much evidence that we have caused any disruption of 
world markets. 

We have moved tremendous quantities, as you know. There were 
some countries with whom we negotiated these Public Law 480 pro- 
grams which, at the outset, had fears that we might disrupt world 

markets, but I think their experience with them has convinced them 
that we have handled them in a way so that there has been no serious 
disruption of the world markets. 

Mr. Exsernarter. I am glad to be reassured on that point. 

Thank you, Mr. Secretary. 

The Cuarrman. Mr. Boggs will i inquire, Mr. Secretary. 

Mr. Bocas. Mr. Secretary, did you visit Canada on this tour that 
you referred to? 

Secretary Benson. No. I have been in Canada, and as you know, 
four members of the Canadian Cabinet, the counterparts of Secretar- 
ies Dulles, Weeks, Bob Anderson, and the Secretary of Agriculture 
were here, and we had a 2- day conference with them. Their primary 
concern was with the barter program, Congressman Boggs, and we 
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did make some changes in the barter program. I think it is more 
acceptable to the Canadians now than it has been. 

Mr. Boges. Our subcommittee was in Canada in the fall, in October. 
and we heard a great deal about our agricultural surplus disposal 
program from people at all levels in the Canadian Government. They 
not only were not happy about it, but they considered it an act that 
was very unfriendly to them. Foreign trade is a matter of the t- 
est concern to Canadians in all walks of life. As a matter of fac 
some of the Liberals said, in so many words, that our wheat disposa 
program had a lot to do with Mr. St. Laurent not being reelected. 

Secretary Benson. I presume these comments reached their high 
point during their campaign up there. 

Mr. Boees. You mean the approaching campaign. 

Secretary Benson. Yes. 

Mr. Boces. The point is that it was quite an issue in their last cam- 
paign, a few months back. 

Secretary Benson. That is what I mean, yes. 

As a matter of fact, we have been vigorous in pushing our agricul- 
tural products into export markets. I am free to admit that. I do 
not believe that you can sit back and be soft and say, “We will. not 
move any commodities, because we might offend our friends of the 
free world.” I do not believe you win friends or markets, either, by 
sitting back. 

We have tried to be fair and honest. In fact, I have suggested that 
we would not object if they wanted to establish a Public Law 480 pro- 
gram of their own up there. Any time we move 100 million bushels 
of wheat, that reduces the world stocks by that amount, and that helps 
Canada as well as the United States. 

Mr. Boaes. Getting back to the domestic picture, Mr. Secretary, 
we have heard a good deal about the effect of the two-price system for 
cotton that is now operating. As a result of this program, the Ameri- 
can textile manufacturer, for instance, has to pay more for American 
cotton than the Japanese textile manufacturer has to pay or, for that 
matter, any textile manufacturer buying American cotton on the 
world market. 

Secretary Benson. That is right. 

Mr. Boees. I might point out that the areas of our country which 
have in the. past favored the trade-agreements program in favor of 
which you are now testifying, are being very much affected by this 
type of pressure or discontent on the part of the American textile 
manufacturer. I think that there is considerable merit in the dissatis- 
faction arising from the fact that the American textile manufacturer 
has to pay more for his raw cotton than does his foreign counterpart 
due to the pricing policy of the United States Government. Of course, 
this has nothing to do with tariffs. 

Secretary Benson. No; that is correct. 

Mr. Boees. What consideration is the Department of Agriculture 
giving-te correcting.this inequitable situation 

Secretary Benson. I think the American textile industry, Con- 
gressman Boggs, has reason to be concerned. I am concerned. I think 
it does put them in an unfair position competitively. I have been dis- 
satisfied with the cotton program generally for 5 years now, and 

longer. I think we must move in the direction of getting our domes- 
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tic prices more competitive with world markets. I think we must 
expand our acreages and permit farmers to grow more cotton, because 
I am sure we can market more cotton if we market it competitively, 

If we do that, we will help our domestic mills, we will expand our 
markets abroad, and I think we will increase our income to erican 
growers, because American growers do not spend price, they spend 
income, and that is price times volume. 

What we have done, of course, is to hold our prices artificially high 
in this country, and this has lost us about two-thirds of our world 
market. Then we have cut our own farmers back, and a large part 
of what they have produced has moved into Government warehouses, 
So we have lost part of the domestic market and a large part of the 
foreign market, and we have cut our farmers back in the process. 

I think we have to reverse that. I think we have to expand their 
acreage, be more competitive in price and get more of the world market 
for cotton. I think we are going to be able to do this, and I think the 
sentiment is growing in support of that kind of a program for cotton. 

That is the only solution I see to get away from the subsidizing of 
the domestic mills and the subsidizing of the exports of cotton. I 
think as long as we place our textile people at a disadvantage by selling 
cotton abroad more cheaply than we sell it domestically, they are 
entitled tosome help. 

Mr. Boces. Are you saying that in the program that you are recom- 
mending, you will also recommend abolition of the present two-price 
system for raw cotton ? 

Secretary Benson. Eventually, yes. Probably we cannot move to it 
abruptly, but eventually I think we must come to it. 

: Mr. Boaes, Of course, you have not had this two-price system very 
ong. 

Secretary Benson. No; we have not. That istrue. We went to it 
very reluctantly, because we think from a longtime standpoint it is 
unsound and unnecessary. 

Mr. Boces. How might I interpret this word “eventually”? That 
could mean anytime. 

Secretary Benson. That is true. 

I think we ought to move gradually down to a competitive level in 
our exports, and I think that need not be a long time. I think ina 
matter of 2 or 3 years we could reach this and at the same time give 
some expansion in our acreage to the cotton producer, which would 
mean his income would be just as good and probably a little better 
than it has been. 

Mr. Boces. Regarding the 1958 crop that is being planted now, 
there has been no legislation for this year’s crop, has there, as far as 
you know ? 

Secretary Benson. We have recommended some changes for a long 
time, not just for 1 year, but over a period of years, that would permit 
us to increase the acreage and make some further adjustment in 
exports. 

We do have an emergency situation, somewhat, in part of the cotton 
area, as you know, including parts of your own State, where because 
of adverse weather conditions, we may have an actual shortage of good 
quality cotton. I think there will be ample cotton, but some of it will 
be of the lower quality. 














RENEWAL OF TRADE AGREEMENTS ACT 143 


Mr. Boggs. I did not wish to get into the cotton program except 
insofar as it has a direct effect upon this program that we are dis- 
cussing today. Of course, the point I have raised bears a direct 
relationship to the program. 

Secretary Benson. That is correct. 

Mr. Boges. You do not have the same situation in wool, although 
that is another textile fiber. ‘The wool prem involves a compensa- 
tory payment plan. Is that not correct 

ecretary Benson. There, you are dealing with a deficit commodity. 
We produce about one-third of our consumption of wool. This is a 
great import ee The Congress set a goal of 300 million 
pounds and asked us to devise a program that would help achieve that 
goal. The program that was devised was one to try to help stimulate 
mereased production. We do not have that problem in cotton, We 
have a surplus of cotton. It is a good export product. 

Mr. Boces. Yes; but there is an analogy there, as I see it. If you 
attempted to support the price of raw wool to the woolgrower in the 
same manner as you attempt to support the prices for other segments 
of agriculture, then the price of raw wool to the wool manufacturer 
would be considerably higher than it is today. Is that not right? 

Secretary Benson. That is entirely possible; yes. 

Mr. Boces. You actually subsidize the woolgrower, do you not ? 

Secretary Benson. Yes; it isasubsidy. It is-a farm subsidy, as an 
incentive to try to get a higher rate of production of wool. 

Mr. Bosaes. Well, it is a subsidy. To say it is a farm subsidy does 
not add anything. 

Secretary Benson. Yes, of course; it is a subsidy. 

Mr. Boees. Mr. Secretary, I hope that some ofthese difficulties 
involving our friends abroad will also be considered in these new pro- 
grams that are being recommended. I am sure they are. 

Secretary Benson. Yes; they are, indeed. 

Mr. Boces. Thank you very much. 

The Cuarrman. Mr. Simpson has a further question, Mr. Secretary. 

Mr. Simpson. Mr. Secretary, with respect to section 22 and the 
waiver to which reference was made a bit ago, it is my understanding 
that we are required to make reports to the GATT periodically as to 
whether or not we still require that waiver. That was a term of the 
waiver, that we would make these reports. 

Secretary Benson. Yes. 

Mr. Srupson. It is not a matter of law on our part that we had the 
exception made that we have a section 22; it was the fact that after 
we passed the law, we had to go abroad and seek the permission of the 
other countries in GATT to permit us to exercise it without being in 
violation of the reciprocal trade program. 

Secretary Benson. That is not my understanding, Congressman. 
We did it in order to keep friendly relations with the people with 
whom we were negotiating and working. 

Mr. Simpson. You are right on that. We did it, and then they gave 
us permission to do it, provided we would report periodically to them 
that, we were still requiring it. 

Secretary Benson. Would it not be more accurate to say that the 
approved of it? We could have gone ahead without their approva 

Mr. Stupson. ‘Yes; it would be Better to say it that way, perhaps. 
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The other question that was raised dealt with the question as to wh 
it was that under the escape clause the percentages of relief followin; 
favorable recommendations is Jow when compared with the high per- 
centage of relief granted when requests were made under section 29, 

Am I right in this: Would you agree that both farm and industry 
should be treated alike with respect to relief, or not ? 

Secretary Benson. Of course, I believe in equity. But I think the 
facts remain that in agriculture, we have more Government programs 
which tend to create a price above the world price, above the competi- 
tive price, and therefore the danger is greater and the need for some- 
thing like 22 in order to protect those programs becomes greater. 

Mr. Stupson. But it is true, is it not, that with respect to relief 
under section 22, you do not have to show any injury at all? You 
simply go to the President and say that foreign imports are interfer- 
ing with the operation of our export programs here at home. 

secretary Benson. I think that is right, Congressman. We do not 
have to show injury. We do have to show, however, that undue im- 
ports would tend to interfere seriously with the various Government 
programs which the Congress has provided. 

Mr. Stmpson. But you do not have to show injury or likelihood of 
injury as does the manufacturer who, under the escape clause, has 
made request for relief. Is that correct ? 

Secretary Benson. I think that is true. It has the same effect, 
however. 

Mr. Suwpson. Oh, no. 

Secretary Benson. Let me explain what I mean by that. 

Mr. Simpson. The President goes along with you, Mr. Secretary, in 
a high percentage of the cases; and where the question of injury arises, 
he does not go along so frequently. And you may not show any injury 
whatever ; you show interference. 

Secretary Benson. I think you are right. I stand corrected on that, 
Congressman. 

Mr. Srmpson. My suggestion is that if we had that same kind of a 
proviso with respect to industry and agriculture, we would solve the 
whole problem. 

Secretary Benson. But if we did not have these various Government 
programs, we would not have the need for section 22. 

r. Sonpson. If you did not have those programs, you would not 
have section 22;no. That is correct. 

Secretary Benson. That is right. 

Mr. Suapson. Then the farmer would have to come in, I presume, 
and show actual injury, the same as the manufacturer does. What does 
that prove? 

Secretary Benson. Of course, there have been cases where they have 
done that on commodities on which we have not had programs. 

Mr. Suwpson. That was under the escape clause. 

Secretary Benson. Of course. For example, the fig case was a re- 
cent one. 

Mr, Suupson. Was there injury shown there? 

Secretary Benson. Yes. 

Mr. Sumpson. Was a favorable recommendation made by the Tariff 
Commission ? 

Secretary Benson. It is my understanding; yes, sir. 
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Mr. Sumpson. But, because there was no USDA program involved 
there, section 22 did not apply ? 

Secretary Benson. That is right. 

Mr. Stupson. The fact remains that under section 22 there is a far 
higher percentage of cases wherein relief has been granted than under 
the other cases. 

Secretary Benson. Of course, that is because this price-support pro- 

has created an artificial price here which has attracted more 
imports to our sheres. 

r. Simpson. Yes; but I want to repeat. The real reason is, I think, 
that in one instance the manufacturer who is complaining has to come 
in and prove injury or a threat of serious injury before he can get the 
Tariff Conamission to make a finding that he should have relish, upon 
which the President may or may not act, whereas, with respect to 
your position, you, the Secretary, go to the President by way of the 
Cabinet; and you simply say that these imports are interfering with 
the operation of our export program; and the particular segment of 
the agricultural industry may & prosperous. You do not have to 
show injury, and yet the President may give relief there. 

Secretary Benson. But I am sure we could agree that the fact that 
these programs create a price or have the effect of creating a price 
above the world competitive level does tend to focus more cases into 
areas that affect these programs. 

Mr. Stmpson. Of course, if we use that.argument, then every time 
we talk about a Federal law that tends to raise the price of the manu- 
factured product, such as the wages-and-hours law, social security, 
unemployment compensation, and all those factors, if we said that, 
because imports are interfering with the operation of your industry, 
wherein the Government has taken steps to maintain certain jerbla 
just by a mere showing of that you should have relief, then I would 
like to have a section 22 for industry ; and that would solve our prob- 
lem. 

I think you would agree with that inequity. 

Secretary Bunson. It is the price supports that attract the increased 
imports, Congressman. I think we would have many fewer cases if 
we did not have those artificial prices domestically. 

Mr. Stwpson. Thank you, Mr. Secretary. 

The Cuarrman. Mr. Secretary, I would like to make an inquiry 
with respect to that very point. Is there an exact similarity between 
the programs that the Government may have that affect industry and 
the programs that the Government may have for the purpose of sup- 
porting the price of agricultural commodities? Is there any support 
price under manufactured products that tends to keep them above the 
world price, as is the case with certain agriculural products, that brings 
about the same degree of focus of imports upon the American market 
for manufactured goods that would result, in the absence of section 22, 
in the case of the American market for agricultural commodities ? 

Secretary Benson. I think the answer obviously is “No.” 

The Cuarrman. There isa decided difference, is there not? 

Secretary Benson. Yes; there is a difference. 

The CuarrMan. Mr. Mason. 

Mr. Mason. Yet the ultimate result, Mr. Chairman, is the same by 
creating an artificial price for the manufactured product by requir- 
ing all of these things which add to the cost of production. Of course, 
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in the agricultural phase’ it is reversed, but it does have an artificial 
price that you are forming, which invites competition from the.out- 
side. So, while they are not similar, they do have the same,result. 

The Cuamman: I think what you are suggesting to the Secretary 
is ‘that ‘the importation of manufactured. goods tends to undermine 
the minimum-wage law. ne 

Is that the case, Mr. Secretary ? 

Secretary Benson. I could:not see how that would be brought about, 

The Cuarrman. I could not, either. 

Are there ‘any further questions of the Secretary ? 

If not, Mr. Secretary, we thank you very much for your appearance 
and the answers to our many questions. 

Secretary Benson. Thank you. 

The Cuarmman. I would like to ask you this one final question. 

You delivered’ a statement to the committee in: which you stated 
that you find in this legislation a direct relationship to the future of 
domestic agriculture. 

Secretary Benson. Yes, sir; I do. 

The Cuamman. You are trying, as you have said in answer, to.Mr. 
Boggs’ question, to bring our agricultural program more into line 
with the objectives of this program, and it will take you some time 
to do that. 

Secretary Benson. That is true, sir. 

The Carman. But is there any possibility, Mr. Secretary, with- 
out a continuation of this or similar programs, that we can ever 
bring our agricultural situation into any greater degree of prosperity 
than exists today ? 

Secretary Benson. We must have foreign markets. This program 
will tend, I think, to expand foreign markets. 

The Cratrman. We talk in terms of the great need of agriculture 
being new uses for its products and greater markets. 

Secretary Benson. Yes. 

The Cuarrman. In fact the new uses for such products may not 
result in much improvement across the board in agriculture, though 
it may tend to help to some extent. If there is to be any real and 
material improvement in agriculture and if we are to look forward 
to the restoration of the free market process for agriculture, does 
not that prospect relate directly to the extent to which the foreign 
markets for agriculture can be improved and to that more than any- 
thing else? 

Secretary Benson. I think that is true, and’as time passes our agri- 
culture will become increasingly efficient, increasingly able to com- 
pete in world markets. 

The Cuarrman. But, as we retreat from the objective of trying to 
obtain greater exports of agricultural products, we compound the 
problems of agriculture, do we not? 

Secretary Benson. Absolutely, sir. 

The Cuarrman. Thank you, sir, very much. We appreciate your 
appearance today. 

ecretary Benson. Thank you, sir. It has been a pleasure to 
appear before your committee. 

The CuarrmAn: Our next witness is the Honorable O. ‘Hatfield 
Chilson, Under Secretary of the Interior, who is appearing to repre- 
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sent the Secretary of the Interior as well as the Department. of the 
Interior. We regret that the.Secretary could not be here; but, since 
he could not, we appreciate the fact-that. you are available to testify 
before the committee. 

Under Secretary Curson. Thank you, Mr. Chairman.., 

The Cuamman. Mr, Chilson, I presume. that you; would -like to 
deliver your statement without interruption. e will, proceed on 
that. basis, 

Under Secretary Cumson. If I may; yes. 

The Cuamman. You are recognized, Mr. Under Secretary. 


STATEMENT OF HON, 0. HATFIELD CHILSON, UNDER SECRETARY 
OF THE INTERIOR, ACCOMPANIED BY JOSEPH C.. McCASKILL, 
STAFF ASSISTANT, OFFICE OF THE ASSISTANT SECRETARY; 
DONALD L. McKERNAN, DIRECTOR, BUREAU OF COMMERCIAL 
FISHERIES; AND HARRY SHOOSHAN, TARIFF EXPERT, TECHNI- 
CAL REVIEW STAFF, DEPARTMENT OF THE INTERIOR 


Under Secretary Curson. Mr. Chairman and members of the 
committee, it is a pleasure to appear before this committee today in 
support of H. R. 10368 and similar bills which, if enacted, would 
amend and extend existing trade-agreement legislation. 

The Department of the Interior is in favor of the enactment of 
the President’s program as submitted to the Congress by the Secre- 
tary of Commerce. 

he measure has two important features: 

First, it would authorize the President to enter into new trade 
agreements over a period of 5 years. This feature has been thor- 
oughly discussed by witnesses who have preceded me. 

Second, the measure would strengthen safeguards for domestic 
industry. 

The Secretary of Commerce, in his testimony before this commit- 
tee, pointed out that the export trade of the United States has been 
growing each year, reaching a total of $1914 billion last year. 

Part of this total is made up of exports of raw materials. For 
example, coal from the Appalachian area has fired the steel mills of 
the European Coal and Steel Community; sulfur from Louisiana, 
molybdenum from Colorado, and phosphate rock from Florida, Ten- 
nessee, and Idaho, all go to the corners of the earth. 

The major exports of the United States, however, are manufac- 
tured products. Expanded trade, therefore, is reflected less in the 
growth of exports of raw materials than in the increase of the ex- 
ports of manufactured goods carrying with them the products of 
our mines and the skill and work of our artisans. 

There are of course some problems which result from the expansion 
of international trade. Sometimes these are problems of scarcity, 
sometimes problems of surpluses. 

Just a few years ago we were seriously concerned with shortages 
of petroleum. Our refinery capacity was inadequate, our transporta- 
tion facilities were strained, our supplies of aviation gas were none 
too comfortable. Then, over a pak ial of just a few years, even though 
demand continued to rise, the capacity of the free world to produce 
oil grew at an even more rapid rate. By 1955 it was apparent that 
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oil imports were beginning to pose a threat to the continued growth 
and vigor of America’s domestic producers. 

In that year the sn et in renewing the trade-agreements legis- 
lation, gave the President authority to restrict the imports of any 
commodity which threatened the security of the Nation. In con- 
sonance with the objectives of that act, the administration has estab- 
lished a plan of voluntary limitation of imports by the importers 
themselves, in accordance with quotas established by the Government 
after extensive hearings. 

This plan is flexible. It is equitable. It protects the national- 
security interest by helping to maintain the vitality of our domestic 
petroleum industry. It provides a reasonable encouragement to 
American capital to continue to invest in petroleum development 
abroad. 

The short supply of lead and zine, which prevailed from 1940 to 
1953 with a brief exception in 1949, changed significantly in 1953. 
With supplies and imports at record levels, prices declined sharply. 
The industry sought relief through the escape-clause provisions of 
the Trade Agreements Extension Act of 1951. The Tariff Commis- 
sion recemmended an increase in duties. The President, however, 
chose an alternative remedy of accelerating stockpile procurement. 

Early in 1957, the Department of the Rese foresaw the end of 
stockpile procurement and the tapering off of the agricultural-barter 
program, both of which at that time were providing a substantial 
assist to the lead and zinc markets. To give the market some perma- 
nent stability, the Department proposed as a part of its long-range 
minerals program an import excise tax. The former chairman of 
this committee, you will recall, suggested that instead of new legis- 
lation, use be made of the escape-clause provisions of the Trade 
Agreements Act. 

A petition is now before the Tariff Commission, and we hope a 
report will be forthcoming in the near future. 

The copper industry is also experiencing sharp price declines. Leg- 
islation has been introduced to increase the duty. Because we are 
preparing a report on this measure, I shall not go into the matter at 
this time, other than to point out that currently the duty is suspended 
by act of Congress and that the Tariff Commission says it is unable 
to accept an escape-clause petition until sometime after the duty is 
again in effect. 

There are problems within the area of the responsibilities of the 
Department of the Interior, and we are aware of them. The pro- 
posed legislation includes the peril-point provision, the escape clause, 
and the national-security section as safeguards to domestic industries 
from injury arising out of concessions made under the legislation. 
The peril-point provisions have been strengthened to make an imme- 
diate escape-clause investigation automatic if the peril-point deter- 
mination should reveal that a tariff is too low for adequate pro- 
tection. 

To industries seeking relief, the escape-clause provisions of the 
measure before you are somewhat more advantageous than those of 
the existing legislation. Existing legislation sets a base period of 
January 1, 1945, and permits the President, upon recommendation 
of the Tariff Commission, to establish a rate 50 percent above this 
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base. The proposed measure substitutes a base of July 1, 1945. In- 
asmuch as some duties had been reduced by 1945, the earlier base for 
these commodities would be higher. 

For example, the 1934 duty on lead metal was 21% cents. By 
January 1, 1945, this had been reduced to 174, cents. The maximum 
increase under existing law would be 21145 cents; under the new bill, 
3%4¢ cents. The maximum for zine would be 249 cents under present 
law ; 254 cents under the new law. 

In fact, there is no metal or mineral for which the 1945 duty is 
higher than the 1934 duty. 

Those people who argue that United States foreign economic poli- 
cies, especially the Trade Agreements Act, are crippling our domestic 
minerals-producing industries, point to increased imports and declin- 
ing domestic output of iron ore, copper, mercury, lead and zine, and 
other metals and minerals. 

Such arguments do not take into account that many of these prob- 
lems are due to the past years in which we experienced a rapid expan- 
sion of demand, followed by the stimulation of increased productive 
capacity, and then a decline in demand. It is difficult, of course, to 
expect tariff schedules, even with constant adjustments, to stabilize 
the domestic price in the face of changing economic conditions and 
marked fluctuations in supply and demand. 

Until recently the Lake Superior region supplied most of our needs 
for iron ore. In the hills of northern Minnesota were fabulous de- 
posits of high-grade ore. For many years these supplies were thought 
to be unlimited, but time proved otherwise. 

These high-grade direct shipping ores now supply each year a 
smaller proportion of our needs. 

We, of course, are utilizing the low-grade ores, but these are being 
increasingly supplemented by high-grade ores from foreign sources. 
By 1965 it is estimated that a third of our iron ore will be imported: 
approximately one-sixth from Canada, and another sixth from other 


parts of the world. 
In addition to petroleum and iron ore, our principal mineral imports 
dollarwise are bauxite, copper, lead, zinc, tin, and nickel. These 


make up some 60 to 65 percent of our imports of mineral raw materials. 

Although many metals and minerals have not been subject to con- 
cessions under trade agreements, proposals to make new or additional 
concessions will be most carefully scrutinized. Most of the tariffs on 
mineral commodities are low in comparison with other schedules. 
Many ores and concentrates are on the free list. The duties in most 
cases are specific. They remain fixed regardless of price. During the 
past 15 years or so the rising prices of these products have reduced the 
ad valorem equivalents of practically all the duties. 

The expanded trade of the last few years has placed severe demands 
upon the minerals-producing industries. The result has been a greatly 
expanded output by many of our domestic producers, accompanied by 
substantial increases in the imports of several mineral commodities. 

Imports of minerals and metals are not something new in our 
economy. We have always imported virtually all of our supplies of 
tin, industrial diamonds, chromium, nickel, manganese, and several 
other minerals. On the other hand, large oil and iron-ore imports are 
relatively new. 
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The Interior Department is constantly reviewing the mineral posi- 
tion of the United States along with developments abroad. We are 
concerned that there shall be an adequate supply of mineral raw mate- 
rials available to our manufacturing industries. We are equally con- 
cerned that the natural resources of our own Nation be fully and 
wisely developed, that our domestic raw materials industries maintain 
the ability to compete, and that our defense position be adequately 
covered. 

I hope we shall not let the pren momentary pause in the onward 
growth of our economy lead us to abandon a program which has 
played a significant role in bringing about this country’s great indus- 
trial development and prosperity. With an upturn in our economy the 
problems of some mineral surpluses can quickly turn to problems of 
scarcity. 

Another facet of the responsibilities of the Department.of the 
Interior involves the problems of the commercial fishing industry of 
the United States. Through the years the Department, through its 
Fish and Wildlife Service, has provided many essential services to this 
industry, ranging from a wide variety of research projects to market- 
ing studies and promotional activities directed toward expanding con- 
sumption of fish and fish products in the United States. 

In 1954 Congress approved the Saltonstall-Kennedy Act, which pro- 
vided additional funds derived from collection of import duties. As a 
result, the intensive research investigations of the Fish and Wildlife 
Service have been directed toward the supply-and-demand problems 
confronting our commercial fishing industry. 

These efforts were further intensified as the result of Public Law 
1024, approved by the 84th Congress and called the Fish and Wild- 
life Act of 1956. The importance of this act lies in the fact that in 
it the general lines of activity to be taken by the Federal Government 
have been set forth by the Congress. The act provided a revolving 
fund of $10 million to give direct assistance to fishermen for financi 
and refinancing operation, maintenance, replacement, repair, an 
equipment of fishing gear and vessels. 

As of February 5, 1958, loans from this fund to fishermen have 
been approved by this Department, totaling $5,189,334. There are 
additional loan applications under review at present. 

We are confident that substantial progress can be expected toward 
providing root solutions to problems confronting our fishermen. Some 
of these problems stem from competition with imports. Others flow 
from competition with other foods produced within our own country. 
Still other problems confront our fishermen because of a lack of a 
stable supply of fish. 

We are making an inventory of the problems confronting the com- 
mercial fishing industry and considering avenues for their solution. 
This work is in high gear. 

The duty treatment of fish and fish products has been varied. For 
example, so far as fresh and frozen tuna is concerned, historically, 
there never has been a duty on imports. This is not the result of this 
administration’s decision, nor even as a result of any trade-agreement 
concessions. Congress has provided in the Tariff Acts of 1913, 1922, 
and 1930 for duty-free treatment of imports of fresh and frozen tuna. 

The problem of foreign competition is a real one in the case of 
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Japan. In view of the fact that Japan is the largest producer of fish 
in the world and the United States is the second largest producer. 
and in view, further, that the United States is the largest importer of 
fishery products in the world, there is little question but that Japa- 
nese and United States fishermen are competing in the United States 
market. As a consequence, we have been trying to become even better 
informed on prospective developments which have repercussions both 
here and in Japan. In this regard, the Tariff Commission’s study at 
the request of the Senate Finance Committee, due May 1, 1958, will 
be of real help to all of us. 

Another industry which has been faced with serious difficulties in 
recent years is the New England ground-fish fillet industry. On Janu- 
ary 15, 1956, the industry filed application with the Tariff Commission, 
under the escape clause, to the end that imports might be restricted. 
On December 10, 1956, the President, after reviewing the Tariff Com- 
mission’s recommendations for a tariff increase, found that vital con- 
siderations of national and international interest outweighed the ele- 
ments of injury to the domestic industry. In addition, he pledged 
the Federal Government to assist this industry in efforts to provide 
alternative solutions for its problems. 

Since that time the Department of the Interior, through its Bureau 
of Commercial Fisheries, has been working very closely with the 
industry to the end of identifying problem areas and seeking solutions. 

On February 5, 1958, Senator Siitonstall (for himself and Senators 
Kennedy, Payne, Magnuson, and Mrs. Smith of Maine) introduced 
legislation (S. 3229) to provide a program of immediate assistance 
for the New England ground-fish industry. The preliminary draft 
of this legislation was prepared by the Department as a service for 
the industry, at the request of Senator Saltonstall. The Department 
has been requested to report on this legislation. Accordingly, we are 
studying it carefully, and we will make our views known to Congress 
as soon as possible. 

In assessing the impact of the trade-agreements legislation upon 
the domestic raw materials industries we are often faced with complex 
situations, and often with situations in which segments of the same 
industry have difference points of view. It is not simple to determine 
what is the public interest. 

For example, some industries that mine metals also smelt and fabri- 
cate. mao domestic producers of iron ore, bauxite, copper, and 
various other minerals are also major importers. 

Many American companies have substantial investments abroad. 
Many American fishing companies also process fish and are dependent 
either in whole or in part upon foreign sources of supply. 

Consequently, when we consider action directed toward one sector 
of the economy we must be aware of the ramifications. 

Gentlemen, the trade-agreements program is one of our most effective 
tools in assuring expanded trade and adequate supplies of raw mate- 
rials. With its escape-clause, peril-point, and national-security pro- 
visions it makes a clear contribution to the confidence and growth of 
our domestic industries. 

The point is that the proposed legislation preserves and advances 
the principle of reciprocal-trade negotiations while embodying every 
reasonable means of working out a solution of the problems of any 
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individual domestic industry which believes it is adversely affected 
by imports. Thus, the means are there. It remains to determine 
the right course of action, and that can be done only by carefull 
considering the facts pertinent to each case in the light of the overt 
public good. 

Mr. Chairman, I urge its continuation. 

The Cuamman. Mr. Chilson, we thank you, sir, for coming to us 
and giving us the benefit of the views of the Department of the Interior 
on the pending legislation. 

Mr. King will inquire, Mr. Secretary. 

Mr. Kine. Mr. Chilson, I understand that your Department has 
currently underway an investigation of the tuna industry. Is there 
such a study underway in your Department, Mr. Secretar rf 

Under Secretary Cutison. Yes; so I understand. 

Mr. King. Would you describe the nature of the investigation, Mr. 
Secretary ? 

Under Secretary Cutnson. Mr. King, I have with me Mr. McKer. 
nan, of the Bureau of Commercial Fisheries, who probably can do a 
much better job of it than I can. 

The Carman. Mr. Secretary, have you identified for the purposes 
of the record the gentleman with you? 

Under Secretary Cumson. I have not. 

On my left are Mr. McKernan, head of the Bureau of Commercial 
Fisheries, and Mr. Shooshan, tariff expert on the technical review 
staff; and on my right is a member of the Secretary’s staff, Mr. Joe 
McCaskill, who specializes in the minerals area. 

Mr. McKernan. Mr. Chairman, Mr. King, our investigation of the 
present tuna crisis is along these general lines. 

First, we are initiating a program office in southern California, 
attempting to bring together all facets of our organization to bear 
upon the present tuna problems in southern California. This program 
office has recently been set up and approved by the Secretary and 
is now being staffed. 

Second, we are providing statistical and technical information to 
the Tariff Commission for their study of the tuna problems, which 
the Secretary mentioned was due on May 1. 

Third, we are carrying on independent investigations, both bio- 
logically and economically and in other aspects, to see where the re- 
sources at our command might be applied to this particular problem. 
We are also conducting an intensive study of the yellowfin and ship- 
jack tuna fishery situation. 

Mr. Krne. I was glad to hear you refer to the problem in the industry 
as being a crisis. You know, as, of course, I do, that it is a most 
distressed industry. 

When your investigation is completed and you find that the industry 
is indeed in need of assistance, what actions would you be apt to 
authorize or recommend? Have you any ideas? I think that it isa 
foregone conclusion that the industry will be determined to be in 
distress, but have you any ideas with respect to the nature of the 
remedies that may be suggested ? 

Mr. McKernan. Mr. King, of course, there is legislation now in 
Congress sponsored by yourself, I believe, on this particular subject. 
This bill is under study by the Department of the Interior at the 
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present time, and no conclusions have been reached, or no position by 
the Department has yet been determined. With respect to other phases 
of the tuna work, of course, we are determined to apply the resources 
at our command along various lines. For example, we hope to be 
able, by investigating the tuna resources and the tuna environment, to 
improve catching methods and make more efficient the methods of 
capture of tuna. In this regard we have a rather sizable contract 
under the Saltonstall-Kennedy Act mentioned by the Secretary, with 
the Scripps Institution of Oceanography, studying the oceanography 
and the ocean environment of the tuna. 

We are also working with the industry along the lines of helping 
to improve general promotional research and the attempt, of course, 
to sell more tuna. We are hopeful that in doing so we will attempt to 
sell more domestically caught tuna, if we can. 

We are also studying the economics of our own domestic tuna 
industry and are getting as much information as we can from the 
countries which are exporting tuna, mainly Japan, and attempting 
to piece together the price structure and the cost of production in the 
two different countries, perhaps to understand better our own situa- 
tion and perhaps to provide for more efficient handling and produc- 
tion of tuna by our naieery, 

Mr. Kina. Those programs are commendable. However, increas- 
ing the efficiency of the fishing fleet is not going to be of great concern 
if the fleets arrive in our own ports and are constantly obliged to sell 
their catch at prices below what their operations cost them. 

What authority have you in the Department, sir, under the law, 
directly to assist the fishing industry in the event there was a desire 
on the part of the Department to do so? 

Mr. McKernan. I do not believe that we do have authority under 
existing law to assist industry directly. 

Under Secretary Cumson. That is my understanding, Mr. Con- 
gressman. 

Mr. Kring. I am interested, as you know, in studies being made of a 
possible subsidy to the fishing fleets themselves, where I am sure it is 
possible to show that they are directly competing with imports of fish 
to this country at prices far below those that would make it possible 
for an American fleet to operate. Has any thought been given to the 
possible subsidization, say, for construction, for repairs or rebuilding ? 

Under Secretary Cutison. Mr. Congressman, I might say this: The 
matter of subsidies, I think, has been raised by the industry not only 
in the tuna area but in other areas, and so far there has been no admin- 
istration approval of any subsidy program, as far as I know. 

Mr. King. Would you expect that you would have difficulty in 
promulgating such a program in the event the industry is able to 
present a convincing case ? 

Under Secretary Cutison. I can speak only from my limited know]- 
edge in other areas of subsidies. I think we always have trouble in 
obtaining approval of subsidy programs. 

Mr. Ktng. It has come to be a bad word, has it not ? 

Under Secretary Cuttson. I would not characterize it as such, Mr. 
Congressman. It does offer difficulties. 

Mr, Kina. It would, however, provide a constructive solution. 
There seems to be nothing else that can be done, as long as the disparity 
in the price at dockside in our country is such as it is. 
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Under Secretary Cuttson. Of course, we have hopes that the Tariff 
Commission’s study may give some answer. I do not know. 

Mr. Kina. I have that hope. It is a dim one, however, in view of 
the past results of such studies. 

Their study must be completed by May 1. As I understand it, that 
is the mandatory date. 

Under Secretary Cutson. I do not know how mandatory it is. I 
understand that it is due May 1. 

Mr. Kine. The instructions were, I believe, that it would be due 
then, 

Under Secretary Cuttson. That is correct. 

Mr. Kine. Have you reason to believe that they will be able to come 
forth on the deadline day with some suggestions or recommendations? 

Under Secretary Cuison. Mr. McKernan tells me that we do. I 
have no personal knowledge of this. 

Mr. King. That is all, Mr. Chairman. 

The Cuarrman, Mr, Curtis will inquire, Mr. Secretary. 

Mr. Curtis, Mr. Secretary, just one detail on page 2: I noticed in 
the last paragraph you were referring to various duties on lead and 
pointing them up. Actually, though, that measurement in cents as 
it is here does not reflect the results of inflation, does it? Percentage- 
wise there is a considerably greater disparity, is there not? 

Under Secretary Cutuson. I think that is right. We tried to point 
that out in the statement, that most of these duties on metals and 
minerals are fixed, and there is quite a change in the ad valorem 
equivalent by virtue of inflation, increased costs, and so on. That is 
correct. 

Mr. Curtis. The question I am really interested in is this. As I 
understand your testimony, you are satisfied that, as far as the various 
industries are concerned that come under the purview of the Interior 
Department, the escape-clause mechanism is adequate to take care of 
their problems. _ Is that right? 

Under Secretary Cuttson. I would not want to go that far. I 
think they are adequate to take care of the problems that arise from 
trade agreements. 

Mr. Curtis. I meant in relation to trade. Of course, they have 
other problems. 

Under Secretary Cuuson. That is right. 

Mr. Curtis. I did not mean that to be so inclusive. 

Under Secretary Cutson. Yes; we believe that, if they are prop- 
erly operated so far as the effect of trade agreements is concerned, 
they are adequate tools to work with. 

Mr. Curtis. That comes to the next question. 

How about this national security provision? What function does 
it serve? And, in answering that question, would you state whether 
the Department of the Interior ever felt it necessary to invoke the 
national security section in behalf of any of the industries with which 
you are concerned ? 

Under Secretary Cuitson. Notas far as I know. 

T do not know that you would call this an action by the Department; 
but, of course, there has been the certification of 011 by ODM. 

Mr. Curtis. You do not feel that the escape-clause provision would 
have been adequate to have taken care of that situation ? 
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Under Secretary Cumison. The Office of Defense Mobilization, after 
full hearings, came to that conclusion, I assume, or at least came to 
the conclusion that there was a threat to the national Sere 

Mr. Curtis. I interrogated the witnesses there on that subject. 

I am interested in the actual wording of the national security sec- 
tion, as to what it does mean and whether or not we could come up 
with a better wording. I am interested in that, although oil is cer- 
tainly under the purview of the Interior Department. You say that 
the initiative there came directly from ODM, rather than from 
Interior ¢ 

Under Secretary Curtson, If I am not mistaken, Mr. Congressman, 
the initiative came from the industry. 

Mr. Curtis. I would think in something like national defense the 
initiative might come, as I can easily imagine, from the Department 
of Defense, or certainly the outfit that has to use the product or pur- 
chase the product, procure the product. 

Under Secretary Cuttson. I am not familiar with who can initiate 
these proceedings legally. I assume the Department of the Interior 
could initiate them in the areas where they have an interest. I assume 
industry could initiate them, also. 

Mr. Curtis. Actually, I wanted to get some details on the national 
security section as far as Interior’s experience has been concerned, be- 
cause it appears to me that it is a very loosely worded section, and no 
one is exactly sure just what it does mean, what it covers, or anything 
else. I was going to then go on and ask whether you had any sugges- 
tions as to how it could be reworded that would serve the function that 
the Interior might think that it would serve as far as that Depart- 
ment’s experience is concerned. 

Under Secretary Cuitson. Offhand, Mr. Congressman, I have no 
suggestions. However, in view of your inquiry, we will have the mat- 
ter studied in the Department. 

Mr. Cortis. I would appreciate it. 

What I am mainly interested to know would be, for example, would 
the escape clause take care of any situation that you can think of, or 
is there needed something in addition, like a national security section 
that has some other standards and, if so, what standards do you think 
would be necessary that the escape-clause provision would not cover? 

The oil case could be used rather as an example. Maybe the escape 
clause procedure would have functioned there. I do not know. 

Under Secretary Cumson. I do not know, either. 

Would you like to have us comment on that specifically with regard 
tothe oil, or just generally ? 

Mr. Curtis. Generally. But I was just suggesting that the oil 
case might be a good example to use and apply to that problem. 

If we could have that for the record, I would appreciate it, Mr. 
Chairman. 

The Caarrman. May I make this inquiry of the Secretary? 

In that connection, if it is agreeable with Mr. Curtis, in your discus- 
sion of the operation of the escape clause as it relates to oil or any 
other rr that may be within the jurisdiction of your Depart- 
ment, I hope you will not overlook the fact that the escape-clause pro- 
visions of the legislation not only provide for higher duties but also 
provides for the imposition of quotas. 
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Under Secretary Cuitson, That is right. : 

The Cuatrman. Without objection, that information will be in- 
cluded at this point in the record. 

(The information referred to is as follows :) 

At the committee’s request the Department of the Interior has reviewed the 
wording of the national security amendment and experience under the amend- 
ment. 

Our further refiection leads us to the conclusion that we have no suggestions 
to offer in this field. We think that the national security amendment serves a 
purpose which the escape clause does not serve. It enables the President to 
take into account situations where domestic production is deemed insufficient for 
essential defense needs (for example, oil), but where there is not serious injury 
from imports under the standards of the escape clause. Thus, it rounds out 
Presidential authority to take into account essential defense needs. Since tariff 
eutting is not a precise science and trade is dynamic, it is, in our opinion, neces- 
sary for the President to have available authority for remedial action which is 
adequate to cope with the total national interest. 


Mr. Curtis. I might make one other comment, inasmuch as tuna 
was discussed. 

I understand that the tuna industry claims that the tuna vessels are 
available, in fact they are ibly necessary, for coastal use in the 
event of war; and this would be another example that we might use 
in trying to determine whether or not escape clause provisions would 
adequately cover anything that might be effective in the national 
defense. 

Under Secretary Cuttson. We shall be glad to forward our com- 
ments as to whether or not we think, as far as our Department is con- 
cerned, any changes are advisable in the wording of the security 
provision. 

Mr. Curtis. I keep adding things here; but one of the points that 
came out in our previous discussion is that if national security were 
involved, would the time element make a difference? Some of the 
complaints of industry have been that there was such a delay in the 
escape clause proceedings; and apparently there is a similar delay in 
the application of the national security section. 

The Cuatrman. Mr. Secretary, Mr. Boggs will interrogate you in 
just a moment, but let me ask you one question, in line with Mr. 
King’s interrogation and also that of Mr. Curtis. 

Too often the thought is advanced that when an article is on the 
free list, it is not eligible for consideration under the escape clause 
provisions. Thatis not true; is it? 

Under Secretary Cumson. My understanding is that a quota could 
be imposed but no tariff. 

The Cuarrman. If it is on the free list, a showing of injury could 
cause a recommendation to come from the Tariff Commission for the 
imposition of quotas ? 

Jnder Secretary Cumson. That is my understanding, sir. 

Mr. Kine. Mr. Chairman, would you permit me to make just an 
observation that flowed from Mr. Curtis’ statement. 

Mr. Curtis, it is true that at the commencement of the last war great 
numbers of these clippers on the west coast were taken over by the 
Navy. Secretary Knox stated to me personally that he did not know 
what they would have done, had it not been for the experienced 
skippers and the fine craft that were made immediately available to 
the Navy. 
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I think it is an important phase of the matter. T think it would 
be serious indeed if this fleet were allowed just to deteriorate, as it is 
on the way to doing now, because of an impossible situation that 
confronts them because of the importation of fresh and frozen prod- 
ucts, or the processed products. It is just a matter of record. 

The Cuatrman, Mr. Secretary, I would like to get the record com- 
pletely straight. : 

When I was interrogating you a moment ago about articles on the 
free list, I had reference to those things that were on the free list and 
had been bound on the free list in some trade agreement. 

Of course, if the article on the free list is not included in any trade 
agreement, the escape clause proceding would not be applicable to it. 
I think that distinction ought to be made by way of clarification. 

Under Secretary Camson. Yes. I assumed that that was what you 
had in mind, Mr. Mills. 

The Cuarrman. I thought you understood the point of my inquiry. 

Mr. Boggs will inquire. 

Mr. Bocas. Mr. Secretary, I just want to ask you a rather general 
question. 

My understanding of this program is that it is designed principall 
to provide the continuation of a program and method for the liberal- 
ization of our foreign trade. In the.testimony of previous adminis- 
tration witnesses before this committee, that point has been made. 
In addition, the fact was emphasized that there is a new cold war of 
economic penetration on the part of the Soviets that has put a new 
complexion on the need for this program. 

I made the observation here yesterday to one of the witnesses that 
there seemed to be a considerable degree of schizophrenia in this pro- 
gram. My dear friend, Mr. Curtis, took exception to that word and 
talked about peaks and valleys of neuroticism, and so forth. I am 
not going to argue whether or not it is schizophrenia. 

But on page 1 of your statement you start off right in the beginning 
and say: 

First, it would authorize the President to enter into new trade agreements over 


a period of 5 years. This feature has been thoroughly discussed by witnesses 
who have preceded me. 


And then: 


Second, the measure would strengthen safeguards for domestic industry. 


That gives me the impression that this is both a liberal trade measure 
and a protectionist measure. Now what is it? What are we seeking 
to do here? 

Under Secretary Cutrson. I will give you my own idea, Mr. Boggs. 
Mr. Bocas. Well, you are speaking for the administration, are you 
not 

Under Secretary Cuitson. For this part of it, at least. 

This measure, as I understand it, is designed to continue the existing 
trade-agreements policy for the purpose of expanding foreign trade. 
An essential part is that a particular industry which has been injured 
can seek relief through the escape clause, and, in case of a threat, to 
the national security, through the security provision. 

Mr. Bocas. Iam sorry, sir. Would you repeat the last part of your 
statement ? 
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Under Secretary Cuitson. The measure incorporates the escape- 
clause. procedure, peril point, and the national-security provision, 
The national-security provision was designed to alleviate any threats 
to the national security, while the escape-clause procedure was de- 
signed to provide a remedy for an industry that is injured by virtue 
of the operation of the trade agreements. 

Mr. Boges. Of course, if you argue the whole policy, the principal 
argument that is advanced * the administration, and which I think 
is a sound one, is that 7 percent of our working force derives its em- 
ployment directly from foreign trade. So when you use the word 
“protectionist,” the question is; Whom are you protecting? Are you 
protecting people whose jobs are oer upon foreign trade? 
And if that is the case, you are protecting approximately 5 million 

eople. 
7 When you talk about strengthening safeguards, you are really talk- 
ing about increasing tariffs, are you not? 
nder Secretary Cuiutson. May I explain to you what we meant, by 
that phrase, “would strengthen safeguards for domestic industry.” 

We were referring there specifically to the change in the escape 
clause which moves the base period Saal to 1934, instead of 1945. 
This would, in effect, strengthen the remedy or the relief that could 
be obtained by certain industries, particularly in the minerals area, 
under the escape-clause procedure. 

Mr. Bosas. tet us get into the minerals area, 

You came up here last summer, I believe. I am not sure whether 
it was you, but I think it was. 

Under Secretary Curson. I appeared here once before; yes. 

Mr. Boces. About lead and zinc? 

Under Secretary Cumson. That is correct. 

Mr. Boges. We listened to you and some other people at that time 
at some length. The late Chairman Cooper wrote a letter to Presi- 
dent Eisenhower, saying, “We have written a national security and 
escape-clause provision into the law. What is wrong with them? 
Why don’t you use them?” . 

Now you come back with this statement and say : 

A petition is now before the Tariff Commission, and we hope a report will be 
forthcoming in the near future. 

This is very puzzling to me, because if you felt or the administra- 
tion felt that the domestic lead and zinc industry was in such dire 
straits that you had to come up here and recommend legislation which 
was admittedly contrary to some of our international commitments, 
then why do you now have to wait.ad infinitum to get action under 
section 7, the national-security amendment, or under the escape-clause 
provision? Does this mean that you cannot convince your own 
agencies ? 

Under Secretary Cutison. I might say this in answer. 

Mr, Boges.. Do you understand my question ? 

Under Secretary Curison. No; not entirely. 

Mr. Boaes. I want you to understand it entirely. 

My question is: If you felt that the situation was so drastic in these 
industries that you were willing to recommend legislation to Congress 
which was contrary to the trade agreements and which got us into 
serious trouble with some of our friends abroad, particularly Peru, 
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because I was down there recently, why do you not think that you,can 
act now under existing law without going through all this rigmarole? 

The one who acts is the President, you know, under the law, not 
Mr. Gray or somebody else, but the President. What is holding you 
up? That is what I am trying to find out, 

Under Secretary Cuuson. I do not know that I can answer that, 
Mr. Congressman, other than to give you my understanding of the 
methods of relief. 

We proposed relief by legislation. The industry had available to 
it, after the prices broke, the escapement of using the escape-clause 
procedure through the Tariff Commission. wer 

The principal reason we came up with the legislation was, at that 
time, when that was prepared, which was early in 1957, the prices 
had not broken to the point they had later. 

Mr. Boges. I think you do not understand my question, 

Under Secretary Cutison. Apparently not. 

Mr. Boaes. Under the law, the Tariff Commission does not make 
those determinations. The ODM does not make those determinations. 
The President of the United States makes the determinations. They 
make certain recommendations, but he makes the determinations. 

Of course, Mr. Gray says there is no connection between the national 
security and lead and zinc, although there seems to be some connection 
between the national security and wooden boats and dental burs. 
But when the President sent. down this recommendation for legisla- 
tion last summer, he approved the legislation and said, “You pass this 
legislation, because it is essential.” 

Mr. Keoeu. Mr. Chairman, will the gentleman yield to me on that 
point? 

Mr. Boges. Certainly. 

Mr. Kroeu. I coat like the statement to be complete, to the effect 
that that came following the Commission’s recommendation that relief 
should be granted and the President’s failure to follow that recom- 
mendation. 

Was that not true? 

Mr. Boees. That. was in 1954, though. Certainly, it is true. 

The point I am trying to make is that you have complete authority 
to act now, or the President does, so you do not need these amendments 
that you are talking about. 

Mr. McCasxitu. Could I ask a question in order to see if I might 
get the impact of the Congressman’s question ? 

Mr. Boees. Certainly, you may ask anything you like. 

Mr. McCasxiiu. You are suggesting, [ believe, that the President 
take action under the escape clause without waiting for an investiga- 
tion by the Tariff Commission. Is that right? 

Mr. Boggs. Exactly. 

Mr. McCasxiuu. That is your question ? 

Mr. Boees. Or under the national security amendment, one or the 
other; because, obviously, the investigation had already been made 
before the President made his recommendations. Certainly, he would 
not send down legislation here, recommending that we renege on inter- 
national commitments if he did not feel that there was an emergency 
situation. 
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Mr. McCasxrix. There was some discussion in our Department of 
whether or not that could be done, and whether or not the earlier 
recommendation of the Tariff Commission might be updated and some 
immediate action taken. 

The general holding was that it would have to go through another 
Tariff Commission investigation before the President would be jus- 
tified in taking such actions. 

Mr. Bocas. Of course, I would like to get the answer to my question. 
T am inclined to make the observation that this is what you might call 
passing the buck. Thissubject is a hot potato. 

In the first place, I was told when I was down in Peru not too long 
ago, that these lead and zinc recommendations created almost a panic 
in that country. The State Department, one agency of the Govern- 
ment, of course is violently opposed to what you are trying to do. 
This is a business of trying to ride 1 horse in 5 different directions. 

If you really wanted to act, you have all the authority in the world 
to act. You did not have to send this recommendation up to Congress 
in the first place. 

Mr. McCasxitt. May I comment briefly on that. 

As indicated in Mr. Chilson’s statement here, the proposed import 
excise tax on lead and zinc was prepared quite some time before the 
distress actually began. This was put into a long-range minerals pro- 
gram as a method to assist in stabilizing domestic price. We foresaw 
the necessity for production around the world to adjust to a declining 
demand when stockpiling should cease and agriculture barter taper 
off. 

By the time we were able to bring this to the committee, lead and 
zinc prices had broken, and everybody interpreted the proposal as a 
distress measure. In reality it had been proposed as a long-range 
measure to achieve increased stability. 

That was the background of the measure that came before the 
committee. 

Mr. Boces. You came here with a justification that it was a distress 
measure. Isthat not correct ? 

Mr. McCasxrtu. Only partially so. I think if you will read the 
testimony, you will find that it was stressed as a long-range measure 
to assist and stabilize, but the overwhelming facts were that the 
markets at that time had broken badly. Prices had declined sharply, 
and everyone was talking in terms of distress. 

Mr. Boaes. Of course, if we are going to get into the economics of 
the thing, which you are getting into, curtailing stockpile purchases 
peeey had more to do with the distress than anything else, did 
it not ¢ 

Mr. McCasxr1u. I Personally do not think so, sir. 

Mr. Boaes. What do you personally think ? 

Mr. McCasxiux. I think the immediate cause was the announce- 
ment by the Department of Agriculture that they would have to re- 
view their barter programs. But the whole thing had been buildin 
up. I believe that there has not been any substantial falling off o 
stockpile procurement. 

Mr. Bocas. This is just Tweedledum and Tweedledee. The Agri- 
culture sangeet S barter program is a type of stockpile program, 
is it not? 
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Mr. McCasxuu. Surely. I was thinking in terms of military stock- 
pile procurement. There are two aspects of this, 

Mr. Boaes, But what you are saying is that both phases of stock- 
piling stopped at the same time. as 

Mr. McCasxut. The procurement for the regular military stock- 
iling has not stopped. It has been a minor contribution to the 

Sand, but it has been very small. 

Mr. Boaes. Of course, Mr. Gray testified here on yesterday that the 
reason there was no demand or no basis for jurisdiction by ODM 
under the national security amendment insofar as these two important 
minerals are concerned, is because the stockpile is filled. Therefore, 
we have all the lead and zinc that we need or will ever need. However, 
I think the argument made by the mine operators is probably more 
sound, namely, that we have to keep these mines in a state where they 
can operate. : 

Mr. McCasxut. I think, sir, it is a matter of degree and not either 
one or the other. 

Mr. Boees, To go a little bit further on the subject of stockpile and 
the Agriculture Department announcement : Is there any coordination 
here so that these sudden, precipitous actions which are bound to 
have a drastic effect upon our domestic economy, much more so than 
any quantity of imports, can be avoided? Why was the administra- 
tion so lacking in foresight in this matter that you let this come about ? 

Mr. McCasxiiu. I personally think, Mr. Congressman, that: this 
was something that was inevitable. It was coming, and it happened 
at that particular time as a tipoff. In other words, when a particular 
shipment of zinc headed for smelting in the United States was dumped 
onto the London market because of the suspension of the barter pro- 
gram by Agriculture, the market decline was tipped off; but I do not 
think that that was the cause. I think it simply was a situation that 
everyone knew was coming, and this was the incident which tipped 
it off. 

The increase in productive capacity and the overproduction of lead 
and zine around the world in relationship to demand was what led 
us in the first place to develop the proposed import excise tax. 

Mr. Boces. You would not deny, would you, that our stockpiling 
program and our demand at the time of the Korean conflict prior to 
that had a lot to do with this tremendous increase of world production ? 

Mr. McCasxitu. Oh, yes; definitely so. 

Mr. Boaas. That leads me to some little discussion about certain 
other implications. 

In Chile, for instance, the entire effort.in that. country hasbeen 
directed toward some degree of economics stability, as. you know. 
They have suffered from fantastic inflation. They have hired a Wash- 
ington firm to help them there. The decline in the price of copper, 
of course, has deprived them of much of their revenue. It runs into 
a very high percentage. It would be the equivalent of our losing 
perhaps a fourth of our gross national product. 

There is a Russian mission negotiating in Chile right now. This is 
art of the economic penetration that Mr. Weeks was. talking about 
ere, as well as Mr. McElroy and others. 

Do you think it is going to help our situation, insofar as Chile is 

concerned, if all of a sudden, because principally of an economic 
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recession in the United States and shifts in Government policy, we 
are going to erect all kinds of barriers toward Chilean copper? 

r. MeCinient. With regard to copper, I think I should not make 
too many comments. There has been a bill introduced in the Con- 
gress, as you are aware, to increase materially the Siena copper— 
4 cents a pound—and to establish a point, 30 cents, above which it 
would be inactive and below which it would be in effect. 

Mr. Bocas. Let me ask you this. I am not going to ask you to com- 
ment on the bill, but would it not be a fair assumption to say that the 
depression in prices in Some of these raw materials was caused by 
this recession that we are in at the present time? 

Mr. McCasxix. Specifically with regard to copper, we have im- 
ported from Chile approximately the same amount of copper. 

Mr. Boges. You are not answering my question. 

Mr. McCasxiu. Well, yes. I was going to give you some evidence 
to support it, sir. 

Mr. Boces. Go right ahead. 

Mr. McCasxut. I was just saying that, specifically with regard to 
copper, we are continuing to import from Chile the normal amounts 
of copper. We have not reduced our imports. We substantially in- 
creased our exports of copper last year. So the conclusion certainly 
is that the price decline has been what has been responsible for the 
Chilean situation, and not any action which we may have taken to 
restrict imports of copper from Chile. 

Mr. Bocas. IT understand that. But we have not had any such re- 


strictions up till now. 

Mr. MoCasxs. That is right. Copper bears no duty. The duty is 
suspended. 

Mr. Boees. The question I am asking is about the immediate present. 
The price of copper is low, as you know. It is about 25 cents a pound. 

Mr. McCasxmu. Yes; in the neighborhood of 25 cents, a decline 
from 46 cents. 

Mr. Boces- What was it about a year ago? 

Mr. McCasxrtx. It was up to 46 cents in 1956. 

Mr. Boces. How much has it dropped in 2 years, 48 months? 

Mr. McCasxrtt. From 46 cents to 25 cents. 

Mr. Boces. How much was it 2 years ago? 

Mr. McCasxrrtx. Forty-six cents. 

Mr. Bocas, So it has dropped by 40 percent ? 

Mr. McCasxrix. The highest was in February 1956, when it was 
around 46 cents. 

Mr. Boces. Is the world price about the same? 

Mr. McCasxitu. As of now? 

Mr. Boces. Yes. 

Mr. McCasxitu. The world price is somewhat lower than the do- 
mestic price at the present time, sir. 

Mr. Boces. And you have had a similar drop in the world price? 

Mr, McCasxi1, That is correct. 

Mr. Boggs. So that the only way to attribute this drop is to an eco- 
nomic recession; and not to any movement, import or export. Is that 
correct ? 

Mr. McCasxr1. Consumption of copper outside of the United 
- se was up‘a little bit in 1957 over 1956, but down in the United 

tates. 
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Mr. Boces. Then, of course, the ‘stockpiling program there, too, 
was involved, was it not? tO 

Mr. McCasxix. T think that only recently have there been an 
substantial stockpile acquisitions during the past 3 years. | As @ result 
of the decline in pe 2 or 3 American producers are exercising put 
rights to make delivery to the stockpile which I think aggregate about 
10,000 tons a month at the present time. 

Mr. Boces. The Chilean producers and the American producers are 
about the same people, are they not? Anaconda and 1 or 2 others? 

Mr. McCasxiu. The large mines in Chile are operated by American 
producers; yes. 

Mr. Bocas. So that the observation made by the Secretary that, in all 
of these areas where you try to interfere with free enterprise—and 
an abnormal tariff is interference with free enterprise—in order to 

lease 1g segment, you do not please another one, is a fair observation, 
is it not ? 

Mr. McCasxrtxu. That is a fait observation, sir. 

Mr. Bocas. That is all, Mr. Chairman. 

The Cuarrman. Mr. Ikard will inquire, Mr. Secretary. 

Mr. Ixarp. Mr. Secretary, you are very familiar, I am sure, with the 
procedures under both the escape clause and the so-called national- 
security provision. Do you think that those sections in their present 
form are definite enough and the procedures under them are clear 
enough to provide the relief that is intended ? 

Under Sucretaey Cuttson. Mr. Congressman, you make an assump- 
tion which isnot correct. I personally am not. 

Mr. Ixarp. Is one of the gentlemen with you familiar with them? 

Under Secretary Cutison. Yes; I think either Mr. Shooshan or 
Mr. McCaskill. 

Mr. Ixarp. Make your choice. It makes no difference to me. 

My question was: Is the law itself clear enough and are the pro- 
cedures under the law that have been worked out definite enough to 
accomplish what the intent was in the act, in your judgment? 

Mr. McCasxitt. This question also dovetails with the question 
which Congressman Boggs asked a few minutes ago as to why the 
President did not act without waiting for the Tariff Commission. 

There has been a general assumption that the act requires that the 
escape-clause procedure be utilized; namely, a petition to the Tariff 
Commission, an investigation by the Commission, a finding, and a 
recommendation to the President. ‘The question Mr. Boggs is raising 
is why that takes so long and why the President cannot act without 
going through that procedure. 

Under the national security provision, the Director of the Office of 
Defense Mobilization must certify that he has reason to believe’ that 
imports of a given product are such as to threaten security. The 
President must cause an investigation to be made; and, if such investi- 
gation should reveal that the suspecions of the Director of the ODM 
are correct, the President may take such action as appears necessary. 

Mr. Ixarp. But he does not take action at that point, does he? He 
has another investigation made, does he not ? 

Mr. McCasxtuu. The law says he shall cause an investigation to be 
made after the certification by the Director of ODM. 
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is there in effect a new investigation, or is the record that was develo 
initially by the Office of Defense Mobilization used as the basis for 
that second investigation ¢ 

Mr. McCasx11x. Sir, there have been only two commodities in our 
general field in which a petition has been made to ODM under the 
security clause. One was oil, which was mentioned a while ago. The 
other was fluorspar ; and, after hearings were announced, the industry 
requested that they be suspended. Those hearings have not been re- 
sumed. As to oil, there was some history prior to the ODM certifica- 
tion. First was the appointment by the President of a Cabinet 
Committee to study the situation. That Committee made recom- 
mendations with respect to the relationship between imports and 
domestic production of crude. Subsequently came the petition by 
the industry to ODM which was held in abeyance during the Suez 
crisis and man resumed. Then there were the findings of ODM, the 
appointment by the President of a special Committee headed by the 
Secretary of Commerce, and the institution of the voluntary control 
system. 

! Mr. Ixarp. I take it, then, that your answer is—and I do not want 

to put words in your mouth—that the two investigations that are 
presently provided for in the national security amendment are 
necessary. 

Mr. McCasxitx. I would think it would be quite unwise public 
policy to provide for changes one way or another, of tariffs without 
some kind of investigations and hearings. 

Mr. Ixarp. I am not suggesting that, sir. On the other hand, it 
seems to be a waste of time, if you are continually moving somethin 
into another area of investigation, when you have already cain 
the investigation. I certainly agree that there should be some public 
determination. I am not at all suggesting that it be done otherwise. 
But the question in my mind is as to whether or not all these investi- 
gations were necessary. 

You mentioned the case of oil. In that particular case there were 
three different determinations and investigations made, and in other 
areas there have been the same thing. Sometimes it seems as if we 
are continually investigatiing and we never get to the cutoff point. 
The same thing is true with lead and zinc, that Mr. Boggs referred to 
here. 

My inquiry is whether or not there is a need for all these apparently 
repetitious investigations or whether we ought not to have one and 
then have somebody act, and that is completed. 

Mr. McCasxurt. Sir, of course, the administration of the security 
clause is not within our Department. It is within ODM. We can 
only say that we believe that, as far as the commodities in which we 
have a particular interest are concerned, the situation has been handled 
quite satisfactorily. ; 

Mr. Ixarp. In other words, I take it that you are satisfied with the 
law in its present form, and you think that that is the way it should 
remain. fan trying to get what your recommendations might be 
with respect to the future. 

Under Secretary Cuison. May I say as to that, Mr. Congressman, 
we will review that if you wish, the same as the questions asked by 


Mr. Ixarp. Asa practical matter, based on your personal eat 
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Congressman Curtis. If we have any specific suggestions, we will 
include them in our report to the committee. 

Mr. Ixarp. I have one more question here, and then I shall be 
through. aos 

Under your present voluntary system with oil, would you tell us 
briefly, without going into too much detail, what that program is, 
how it works? 

Under Secretary Cuiison. That program, administered under the 
special Cabinet Committee, set a target amount at which imports of 
crude should be limited during a certain period. The importing 
companies were asked to comply voluntarily with a quota. _ 

Mr. Ixarp. What sort of compliance are you getting in this pro- 

ram ¢ 
. Under Secretary Cuitson. According to the last report of Captain 
Carson, who is the administrator, districts 1 through 4, according to 
a press release of February 17, 1958, were within 3.3 percent of the 
Government-recommended level of 771,400 barrels per day during 
the first 6 months of the voluntary oil-import program. 

There was a lag in getting it into effect and Captain Carson believes 
the indications are that by the end of the 12-month period, they will 
be within the target of 771,400 barrels per day. 

That program has been in operation but a short time. Perhaps 
the best I can say about it at this time is that the administrator 
thought that the results in the short period of operation were quite 

ood. 

’ Mr. Ixarp. How about the compliance, companywise? Are all 
the importing companies complying, or are there some that are not / 

Under Secretary Cuison. In districts 1 through 4, there were 3 
companies, I believe, that had not indicated compliance. 

Mr. Ikarp. What companies are they ? 

Under Secretary Cuttson. One was the Eastern States Petroleum 
& Chemical Corp., of Houston, Tex. As I understand it, they indi- 
cated they would like to comply. They have some contractual com- 
mitments that they are trying to adjust in order that they can come 
into compliance. 

The Sun Oil Co., of Philadelphia, Pa., has stated that it would not 
comply. It gave certain reasons, I believe, that it thought that agree- 
ing to comply might be in violation of antitrust laws. But it has 
reduced its imports a considerable amount. 

Tidewater Oil Co. has stated that it desires to cooperate and has 
reduced its imports; however, Tidewater has not complied with the 
allocation assigned to it. 

Mr. Ixarp. What action do you contemplate taking under this 
present arrangement to bring about compliance of these companies? 

Under Secretary Cuitson. I do not know, Mr. Congressman, that 
I can tell you what the special Cabinet Committee that administers 
this contemplates doing. 

Mr. Ixarp. In other words, you are not in a position to say here 
what action might be taken in the event that the so-called voluntary 
program does not work ¢ 

Under Secretary Cuttson. No. That is right. 

Mr. Ixarp. If there is a substantial amount of compliance, you do 
not know what action will be taken / 
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Under Secretary Cumson. No; I do not. 

Mr. Ixarp. Is it not a fact that, under the present law, there ‘is 
ample authority for the President to act in a mandatory way ? 

nder Secretary Cuixson. Yes, sir: that is my understanding, 

Mr. Ixarp. But you are not prepared today to say whether any 
action that was mandatory would be taken ? 

Under Secretary Cuttson. No; I am not. 

Mr. Ixarp:' Thank you, sir. 

The Crarrman. Are there any further questions of the Secretary? 

If not, Mr. Secretary, we thank you, sir, for coming to the com- 
mittee and giving us the views of your department with respect to 
the pending program. 

That completes the calendar for today. Without objection, the 
committee adjourns until 10 a. m. inthe morning. 

( + yagi oe at 12:50 p. m., the committee recessed, to reconvene 
at 10a. m. Thursday, February 20, 1958.) 
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THURSDAY, FEBRUARY 20, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mgans, 
Washington, D. 0. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

We have with us this morning the members of the United States 
Tariff Commission. For the purposes of the record, the members of 
the Commission are the Chairman, Mr. Edgar B. Brossard; Vice 
Chairman, Mr. Joseph E. Talbot, whom we recall as a former col- 
league in the House of Representatives; Commissioner Walter R. 
Schreiber; Commissioner Glenn W. Sutton; Commissioner J. Weldon 
Jones; and Commissioner William E. Dowling. 

Is it desired that the Chairman of the Commission make the open- 
ing statement? 


STATEMENT BY HON. EDGAR B. BROSSARD, CHAIRMAN, UNITED 
STATES TARIFF COMMISSION, ACCOMPANIED BY HON. JOSEPH E. 
TALBOT, VICE CHAIRMAN, AND COMMISSIONERS WALTER R. 
SCHREIBER, GLENN W. SUTTON, J. WELDON JONES, AND WIL- 
LIAM E. DOWLING 


Mr. Brossarp. Mr. Chairman, we have no opening statement. None 
of us has had any notification of exactly what you gentlemen want, 
but we are all here to answer any questions that you desire to ask, 
as far as we can. We will do just what you want us todo, If you 
want the Chairman to talk first, he will be glad to do so. 

The Cuarrman. If it is agreeable to you gentlemen, perhaps we 
can accomplish more by directing your attention to the questions 
which members of the committee will have. 

You will recall that in my letter of invitation we did set out certain 
aspects of our problem that we wanted to discuss with you this 
morning. 

With that understanding that we will open the meeting with ques- 
tions, I will ask Mr. King whether he has some questions. 

Mr. Kine. I do, Mr. Chairman. 

The Cuarrman. Mr. King of California is recognized, 

Let me say this, Mr. King, before you begin. I understand that 
it is the position of the Tariff Commission at all times that it not be 
called upon to express conclusions with regard to policy issues raised 
in legislation; that you have always cooperated with us in the past 
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to give us facts with respect to what may result from any legislative 
proposal that the Congress has before it. You have always been very 
kind to serve as a study group to give us the benefit of your views 
with respect to many of the problems that we have had. 

In this particular instance, we feel that aside from the point of 
policy position, there are many questions that can be asked you which 
will be very helpful to us, and to which you can, without violating 
any of your former practices, give us concrete answers. 

Mr. Brossarp. We appreciate that comment, because it will be help- 
ful to us as well. 

Mr. Kina. Mr. Brossard, just what are the mechanics for initiating 
an escape-clause procedure hearing # 

Mr. Brossarp. Under the Trade Agreements Extension Act of 
1951, the Tariff Commission orders an investigation when either 
House of Congress, the Ways and Means Committee, the Finance 
Committee, or the President, or an interested party makes application 
for investigation. 

Our rules say that in the application, the applicant should furnish 
certain information, making in a general way a prima facie case, 
showing why he is injured and how he is injured, and representing the 
industry rather than just the one person in the industry, because we 
have to deal with the whole industry when we make the report. 

Then, after the investigation is ordered, the staff of the Commis- 
sion starts work. They get a tentative plan of the investigation 
together, submit it to the Commission, and the Commission approves 
it or modifies it as it finds necessary, approves a program. Then the 
staff is directed to proceed with the investigation. 

If there is evidence of injury, the law requires that we hold a public 
hearing. Most recently, in nearly all the cases we have ordered a 
public hearing. If we have adequate time, we usually give 30 days’ 
notice for the hearing so that all parties involved may have an oppor- 
tunity to be heard. The hearing is set not always within just the 30 
days, but sometimes much later than that, because the Commission 
desires to have as much information as it can at the time of the hear- 
ing, so that the hearings may be most profitable to the Commission. 
For this reason, it is set for more than 30 days. But often it is just 
30 days and then the hearing is held. 

After the hearing is held, opportunity is given to file briefs, gen- 
erally. Our rules say there should be 10 days allowed for filing briefs, 
but sometimes that is too short a time, and the parties interested 
agree to a later date. If we agree with that, they file briefs at that 
time, and then the Commission takes up the question. 

First, the staff gets a summary of the facts to us, such as they have 
been able to obtain by field investigations and by questionnaires which 
we send out; the information obtained at the public hearing is sum- 
marized, and the facts are given to the Commission in a report from 
the staff. 

Then, the Commission meets after it has had an opportunity to 
review the facts and the transcripts of the testimony, and if there 
are any questions in the minds of the Commissioners still about any of 
the facts, the Commissioners call the staff members in, and in a round- 
table discussion like this they quiz the staff until we have cleared up 
the subject. Then the staff leaves the Commission room and the 
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Commissioners decide the issues and vote on what their findings and 
recommendation should be. 

After the decision of the Commission is made, the staff is called 
back in and usually told what the decisions are and any changes that 
are needed to be made in the report, and they are directed to prepare 
the report in accordance with the findings of the Commission. The 
staff then does the preparation of the tentative report, which comes 
back to the Commission for final approval and transmittal to the 
President. 

Mr. King. What are the mechanics for rendering a decision after a 
hearing has been held? 

Mr. Brossarp. After the hearing has been held, we finish the in- 
vestigation. Sometimes we have to go back into the field to check 
information. Sometimes gaps are found in the information we have, 
information which was not presented at the hearing, either. Some- 
times the parties have to go back home from the hearing to furnish 
the information to us. 

When we get the full information, then the report is prepared by 
the staff and submitted to the Commission. Then the Commission 
makes its decision, after it has all the information. 

Mr. Kine. Then it goes directly to the President ? 

Mr. Brossarp. It then goes directly to the President. 

Then, under the H. R. 1 developed 2 years ago, the report is made 
public. All of those reports are now made public the same day they 
go to the president. 

Mr. Kine. Do you know the mechanics at the White House when a 
recommendation comes over to the President ? 

Mr. Brossarp. When a recommendation gets to the White House, 
we are requested to furnish 16 to 20 copies of our report to the Bureau 
of the Budget. If there is contained in the report a recommendation 
for a change in the duty, under the Trade Agreements Act the ad- 
ministration is required to consult with the governments that. might 
be involved and might be exporters to this country of the products 
involved. 

What they do is transmit a copy of our report to each of the de- 
partments of the Government that are represented on the Trade 
Agreements Committee or might have an interest in this subject, 
and they consider it. 

Then, they submit a copy of the report to the embassy of each coun- 
try involved, as well. Of course, the reports are made public any- 
way, but sometimes we are requested to furnish 25 or 30 copies to a 
certain embassy that might be a major exporter to this country. The 
State Department has to consult with those countries, so it furnishes 
them a copy of our report and solicits their comments. 

They get those comments, and the Trade Agreements Committee, 
after it has had those comments and studied our report, sometimes 
asks us for additional information or will discuss it with our tech- 
nical people somewhat. Then the Trade Agreements Committee has 
been making a recommendation to the President. Now I under- 
stand that this Trade Policy Committee, which is composed of Cabi- 
net members, will get the recommendations of their staff people, who 
enmee will be the same people who are on the Trade Agreements 

ommittee and have been dealing with the matter, and who will 
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recommend to their chiefs, after which their chiefs will sit and make 
a recommendation to the President. 

Mr. Kine. It is rather complicated. In other words, there is an- 
other session or hearing over there after you gentlemen are through, 
Mr. Brossarp. Yes; that is right. . 

Mr. Kine. Is any evidence other than that presented at the open 
hearing considered by the Commission in reaching its decision ? 

Mr. Brossarp. Oh, my, yes. The major part of our information is 
obtained from the industry, and most of it in confidence by direct 
communication. We are required under the law, of course, not to 
reveal confidential information; that is, information of individual 
operations. We have had to resort to questionnaires, because we do 
not have adequate staff to send them into the field to check books of 
these companies, so we send out questionnaires to each company or 
producer involved, and those questionnaires come back. But we ob- 
tain those questionnaires from individual companies under the seal 
of confidence. 

We have a vast amount of information, but most of our information 
that is authentic is obtained that way, and therefore is not revealed 
in public hearing at all. 

Mr. Kine. The public hearing does not necessarily spell out all the 
facts you gentlemen possess? 

Mr. Brossarp. No; it never does. We can use those facts that we 
obtain in confidence in summaries so that it does not reveal the opera- 
tions of individual concerns, just the same as the Census Bureau does, 

Mr. Kine. Mr. Brossard, according to the records available to me, 
on September 28, 1957, the President wrote to the Tariff Commission 
as follows: 

I therefore request that the Commission take all proper steps to expedite its 
investigation and to issue its report as soon as consistent with a conscientious 
discharge of its duties under the law. 

What, if any, steps have been taken to comply with the President’s 
request of the Commission to expedite its investigation and to issue 
its report ? 

Mr. Brossarp. Of what products? 

Mr. Kino. Lead and zinc. 

Mr. Brossarp. I suppose that was what you were talking about. 

The Commission has done everything it possibly could, as far as I 
know, to expedite that investigation. We went to work at once, or- 
dered the investigation that same day, got a plan of the investigation, 
decided not to go back further than our previous investigation but 
to take the last 3 years, but we had to get full information, because 
there were 3 Commissioners who had not participated in the old in- 
vestigation, and they wanted full and adequate information, naturally. 

So we sent out questionnaires to the producers, and we got the names 
of the producers from the Bureau of Mines, which keeps monthly 
contact with all the producers, and sent questionnaires to them, trying 
to get the information back. As soon as we got the information out 
to them, we got a return on all those questionnaires that were de- 
livered, so that we knew who received the questionnaires, and then we 
tried to follow it to get accurate information from them. 

Some of them responded rather quickly, some of them delayed 
months, and some of them did not report until we sent about a fourth 
followup letter to them, in some cases telegrams, and some of them 
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have not replied yet. That delayed our investigation somewhat in 
getting the information back, because we have to have the informa- 
tion in order to make the report. 

We held the hearing. The difficulty at the hearing was this: They 
said they would do all they could to help us, The domestic industry 
people said — would take the matter up with the people in their 
own States and see what they could do. But about a month ago 
there were still 24 of those companies that had not responded yet, 
although we knew they had received our questionnaires, because the 
post office had given us the return on the questionnaires. 

We knew that the thing had to be speéded up, and we were anxious 
to do it, anyway ; so we just decided to send out a final call for those, 
and if they did not come in, we cut it off, anyway, took the data 
we had, and we are making the report now. 

But we have done everything we could to expedite the investiga- 
tion. 

Mr. Kine. There is no way that you can compel reluctant persons 
or companies to send in the data ? 

Mr. Brossarp. Yes, We have subpena powers. But sometimes 
it is not a good thing to try to subpena it. It may take longer to get 
it than otherwise. 

We have also asked for legislation this year to give us general sub- 
pena powers, so that it apples to all of these investigations. We do 
not have specific subpena powers under section 7 of the Trade Agree- 
ments Act nor under the trade agreements program, so, we have been 
ordering these investigations under section 332 as well as section 7, 
because we do have subpena powers under section 332. We have 
asked Congress this year for special legislation giving us subpena 
powers so that these people know that we can get’ the information. 
That will help us. 

Mr. Kine. You have had difficulty, then, in getting cooperation? 

Mr. Brossarp. Industry generally has cooperated with us very 
well, because over the years they have trusted us with their confitlen- 
tial information, and we have never had a revelation of any confi- 
dential matter in the 41 years we have operated, so they trust us pretty 
well. But not everybody is as anxious to get the information in to 
us as they are to have us make the investigation. It takes a little some- 
thing on their part to do it, and they do not respond as quickly as they 
ought to sometimes. At times, ~ they do respond, we have to 
send back and make requests for clarification, and they do not. break 
the material down as it has to be for the investigation. We do not 
have fieldmen enough to send a man out to each one of these com- 
panies and check it over on his books.. We have to rely on their sup- 
plying us the information, and that, takes time for communication 

ack and forth, and get the information accurate. 

Mr. Kina. I wish to call your attention, Mr. Brossard, to the fact 
that on January 20, Time magazine reported as follows: 

In the specific case of lead and zinc tariffs which, within the law, Ike could 
raise, Washington heard that the White House has quietly shelved its intention 
to give the United States mining industry that kind of relief. 

Has the Commission been advised subsequent to the President’s 
letter of September 28, 1957, when he asked that the ‘(Commission 
“take all proper steps to expedite its investigation and to issue its 
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report,” the White House “has quietly shelved its intention to give the 
United States mining industry that kind of relief,” as was reported? 

Mr. Brossarp. There has been no such communication from the 
White House. On the contrary, they have telephoned a time or two 
to find out when they were going to get the report. 

Mr. Eseruarter. Will the gentleman yield to me? 

Mr. Kine. Yes. 

Mr. Esernarrer. Did you get a letter from the White House ask- 
ing the Tariff Commission to expedite its report with respect to lead 
and zinc? 

Mr. Brossarp. Yes; we did. 

Mr. Esernarrer. That is what I wanted to clear the record. You 
said you had received no such letter. 

Mr. Brossarp. No; I said we had received no letter subsequent to 
a saying that it had been delayed by a request from the White 

ouse. 

Mr. Exsernarter. Mr. King did not ask you if you received a letter. 
He asked you whether you had received any intimation that they did 
not want you to pursue with all diligence that report. 

Mr. Brossarp. That is right. And I said no, we had not received 
any such communication from the White House. 

Mr. Esernartrer. Your answer was, when you were asked, that you 
had received no letter from the White House, saying that they did 
not want you to proceed. 

Mr. Brossarp. I did not understand that to be his question. I 
thought I said “communication,” not “letter.” 

Mr. Kine. Just how long or how soon, Mr. Brossard, can it reason- 
ably be expected that the Commission will be able to render its de- 
cision which the President has asked to be expedited ? 

Mr. Brossarp. Mr. King, I think, if you will think about it, you 
would not want us to answer that question specifically. 

Mr. Kina. I will take a general answer. 

Mr. Brossarp. In the first place, an answer like that affects the 
market for lead and zine and affects everything else pertaining to 
it, and if we answered those questions, which we receive every day 
from different Members of Congress, addressed to every Commis- 
sioner, and if each Commissioner answered and gave a different 
answer to each Congressman or each Senator or each industry man 
who requests it, we would have a plethora of answers, and it would 
be worse than this article with the conclusions that newspaper people 
and others would give to our answers. 

Consequently, we have not answered anything but that we are doing 
our level best to get it over there. We cannot tell you just when, be- 
cause we really do not know just when. We have not yet received 
our draft of the report from the staff. I understand that the informa- 
tion is all in, the tabulation of the material is made, and the staff is 
preparing the records to tell what the statistics show, so that we will 
get it when that part of the report is completed. Then the Tariff 
Commission will make its report to the President. 

We will do it just as quickly as we can. 

Mr. Ktne. Very good. 

That is all, Mr. Chairman. 

The Cuarrman. Let me ask, if I may, a series of questions. I 
want the members of the Commission to understand, however, that 
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we did not ask them to come today for purposes of discussing any 
particular case; and Mr. King, of course, has not inquired with re- 
spect to any case other than in a general way. . We realize what the 
consequences might be if there were a public discussion of what the 
Commission might do with respect to a particular matter. 

I am primarily concerned with two aspects of the reciprocal trade 
agreements program in the questions that I will direct to you gentle- 
men: First, with respect to the escape clause provisions and, second, 
with respect to the peril-point provisions. 

Let me ask the questions first in a general way with respect to 
the various provisions of the pecnpe clause: Its stands, criteria, pro- 
cedures, and so forth. Many of these provisions, in my opinion, are 
susceptible of different interpretations, I fear. As a result of the 
many years of administration of the escape clause by the Commis- 
sion—first from 1947 to 1951 under Executive order, and since 1951 
under legislation—I presume that the Commission has arrived at a 
clear eee of the provisions and has worked out a consistent 
“common law” as a result of your many interpretations under the 
escape Clause provision. 

The purposes of my questions with respect to the escape clause are 
twofold: (1) To afford this committee an opportunity to gain a better 
understanding of the interpretation and administration of the escape 
clause by the Commission; and (2) to give this committee the benefit 
of this experience, so that an appraisal can be made of the adequacy 
of the escape clause; what amendments are indicated, what changes, 
if any, the Tariff Commissioners would suggest, and soon. Taking 
the various features of the escape clause in the order in which they 
appear in the legislation, let us begin our discussion. 

First, the escape clause provision consists of two parts, as I under- 
stand it: sections 6 and 7 of the Trade Agreements Extension Act of 
1951. That is correct, is it not? 

Mr. Brossarp. Yes. 

The Cuamman. What is the purpose of section 6, in the opinion 
of the Commission? Does it not just state what is stated in greater 
detail in section 7, or does it have some purpose other than what is 
said in section 7 ? 

Mr. Brossarp. Section 6 is a directive to the President. 

The Cuatrman. And section 7 is a directive to the Tariff 
Commission. 

Mr. Brossarp. That is right. 

The Cuarrman. So the Tariff Commission finds nothing, as far 
as it is concerned, in section 6. It relies on section 7 for such action 
as the Tariff Commission is to take. That is what I wanted to bring 
out. 

Mr. Brossarp. That is right. 

The CuarrMan. Now let us drop our consideration of section 6 as 
far as the Tariff Commission is concerned and look at section 7. Sec- 
tion 7 (a) begins by indicating who may initiate an escape clause 
investigation. It mentions the President, either House of Congress, 
or either the Committee on Ways and Means or the Finance Commit- 
tee by resolution. In any of these events, the Tariff Commission be- 
gins an investigation. 

Mr. Brossarp. Yes, sir. 
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- The Cuatmrman. Also, the Tariff Commission itself may initiate an 
investigation. 

Mr. Brossarp. Yes. 

The Cuarrman. Or it shall do so at the request of any interested 
party. Is that correct? 

Mr. Brossarp. Yes, sir. It says we shall do so. 

The Cuarrman. That is right. 

Those are the bases, then, upon which investigations are under- 
taken in connection with the escape clause ? 

Mr. Brossarp. Yes. 

The Crarrman. Has anyone other than an interested party ever 
initiated an investigation ? 

Mr. Brossarp. Yes. The Senate Finance Committee has initiated 
several. I do not recall any under the escape clause at the present 
that the Ways and Means Committee has initiated. 

Phe Cratrman. Has the Tariff Commission itself ever initiated 
one? 

Mr. Brossarp. We have not. We have been too busy doing the jobs 
we have been requested to do to undertake any on our own. 

The Cuatrman. That is the answer, then, to why you have not done 
it. 

Mr. Brossarp. That is right. 

The Cxarrman. Because you have been too busy. 

Mr. Brossarv. That is right. 

The Crarrman. I am asking these questions merely for informa- 
tion, not for purposes of trying to build a case against you or for 
you. 

Mr. Brossarp. We are trying to be as helpful to you as possible. 

The Cratrman. You are very helpful in answering, too. 

Does not the Tariff Commission, however, as a part of its continu- 
ing responsibility, keep a weather eye on the operations of the pro- 
gram and its effect upon domestic industry, even though you do not 
mitiate these procedures under the escape clause ? 

Mr. Brossarp. Yes; we do. We have our divisions, and each ex- 
pert has certain paragraphs that come under the law, and he is re- 
sponsible, therefore, for certain products. He builds up a file of sta- 
tistics on imports and on domestic production, covering each prod- 
uct under each expert, and we keep current as far as we possibly can 
with that information. That is a part of our basic research that is 
done every day of the year with respect to these products. 

The Cuatrman. As an arm of the Congress, you understand, then, 
that it is the intention of the Congress that you keep a weather eye 
out to see what is happening to domestic industry under this pro- 
gram ¢ 

Mr. Brossarp. Yes. 

The Cxarrman. Under the Executive order escape clause, the Com- 
mission could exercise its discretion in the acceptance of applications, 
or could, and actually did, reject certain applications. That is true, 
is it not ? 

Mr. Brossarv. That is true. 

The Carman. On what basis did it do so; that is, reject certain 
applications ? 

Mr. Brossarp. One or 2 applications were submitted by, say, 1 
party to an industry, 1 producer. He did not represent the industry, 
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and the whole industry was not interested in the proposition. He 
might have been injured and he might have wanted action, but when 
one took into consideration the whole uw there were not enough 
imports to put in your eye. They might have been coming in at 
his port and affecting his plant alone. Therefore, we did not con- 
sider that it was a proper application. 

Other applications have been sent back for further information 
because they have not complied with our rules. Our rules require 
that they submit certain information showing a prima facie case for 
an investigation. If they do not cite any data, we have no basis for 
a ruling. We send it back and say, “You have not complied with the 
rules. Why don’t you furnish the information to us so we can see 
whether we ought to undertake an investigation of this kind or not ?” 

The CHarrman. I was speaking with respect to the operation under 
the Executive order escape clause. 

Mr. Brossarp. I thought you were talking about, the law. 

The Cuarrman. No, sir. You cannot reject applications under the 
language of the 1951 act. 

Mr. Brossarp. Before 1951 the Commission had full discretion. 
Whenever they submitted a case, we had a preliminary investigation 
and if the preliminary investigation did not show a prima facie case o 
injury, it was denied. 

The Caarrman. You do not have that discretion now. 

Mr. Brossarp. No. 

The Caamman,. That is the point. Should you be given that dis- 
cretion, in the opinion of the Commission ? 

Mr. Brossarp. I do not know. We have never discussed it among 
ourselves. I do not know whether we would want it or not. 

The CHarrman. Does the lack of discretion now necessitate your 
getting into many hours of labor that might be avoided, with the 
same results accruing, if you were given that discretion ? 

Mr. Brossarp. I think so far there has not been any outstanding 
case where that might have been true. If there has been an applica- 
tion and they have not complied with the rules, we have denied the 
investigation, anyway, because it did not comply with our rules. Our 
rules require that they submit certain information. 

There may be cases where, if we exercised our judgment on the 
matter and the application, if we made a preliminary investigation 
and found there were no grounds for an investigation, we might have 
decided not to make one. On the other hand, that is sort of acting 
in camera and without giving the parties due process or giving them 
an opportunity to be heard, which is something the Tariff Commis- 
sion rather shies away from. 

The Cuatrrman. Actually, Mr. Chairman, you do exercise some de- 
gree of discretion, as I understand the situation, under the rules you 
have adopted for interpretation of a proper application. 

Mr. Brossarp. That is right. 

The Cyamman. But you do not have discretion if the application 
is proper and filed in time, and so on, to reject an applicant merely 
because the Tariff Commission has made a recent finding, sometime 
within the past year or two, with respect to whether that particular 
industry, or segment thereof, has been injured. 

Mr. Brossarp. We have a general rule that after we have once turned 

it down, unless the conditions have so changed as to warrant recon- 
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sideration, we do not reconsider it. We turn it down again. But if 
conditions have so changed that it might warrant reconsideration, we 
reconsider it. 

The Cuarmman. Under existing law, as I recall, you have 9 months 
within which to make your report. 

Mr. Brossarp. Under the escape clause at the present time, and 
H. R. 1. 

The Cuarmman. As the provision was originally written in 1951, 
if my recollection is right, you had 12 months within which to make 
your report. 

Mr. Brossarp. That is right. 

The Cuarrman. Would the Commission itself be inconvenienced 
in its investigations if the 9-month period should be reduced further? 

Mr. Brossarp. If we had enough staff, we could do it in 6 months, 

The Cuarrman. Are you having difficulty actually making your 
findings within the 9-month period because of lack of staff ? 

Mr. Brossarp. Yes, we are. We have one due tomorrow, for exam- 
ple, which is not out yet, although we have worked at it as hard as we 
can. We are up against deadlines with these things all the time, but 
we do not have the staff to do it any faster. Each staff man has to cover 
100 or 200 products, and we just cannot possibly keep current with it. 

The Cuatrman. I wonder if it would be proper to require the Tariff 
Commission to make an interim report with respect to these matters? 

Mr. Brossarp. I think it would be impractical, speaking right off- 
hand, because that might be a wrong report which would in the final 
report be reversed, which would have meant that the interim report 
was very misleading. Therefore, all interested parties, the public, 
a quotation of stocks on Wall Street, and everything would be upset 

y it. 

‘The Cuarrman. What would you think about the requirement that 
you have to report in 60 days or so in case of an emergency situation 
wherein the members of the Commission, upon a preliminary investi- 
gation, with knowledge of the situation, might determine that an 
emergency situation existed ? 

Mr. Brossarp. It would not be a thorough investigation like we 
make now under the escape clause, because I doubt very much that we 
would make it, unless it was only once in a great while; and then we 
would have to have the information in our files to do it, and have it 
really current. You would have to allow the parties 30 days for a hear- 
ing, to give them the advantage of preparing their cases to come 
before us, and by the time you give them 10 days more to file a brief, 
that, does not give the Commission any time to do its work in the matter. 

The Cuarrman. I am thinking in terms of a situation wherein a 
department of Government might have within its jurisdiction the 
welfare of a particular segment of industry and reach a conclusion 
that an emergency situation existed, that something had to be done 
immediately, that imports under the reciprocal trade-agreements pro- 
gram were causing serious injury to that particular industry. Is there 
not something that we can do within the framework of the escape clause 
to cause a finding one way or the other by the Tairff Commission to be 
available to the final authority in less than the 9 months’ period ? 

Mr. Brossarp. We do, as a matter of fact, under section 22 of the 
Agricultural Adjustment Act, make such investigations where the pro- 
grams of the Department of Agriculture are being interfered with, 
and we often make them in less than 90 days. 
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The CuatrmMan. I understood that you did that with respect to sec- 
tion 22 investigations. That is why I was prompted to ask if some 
similar arrangements with respect to time could not be worked out 
applicable to other industries than agriculture, wherein you would be 
required to report in these emergency situations in less than a 9 months’ 

riod. 

Mr. Brossarp. I think it would be possible, if these emergency situ- 
ations were not too numerous, and if we had some inkling of the situa- 
tion in advance. We might do it in less than that. 

The CHamman. Let me interpose, Mr. Chairman. I know you are 
speaking as chairman of the group, but I understand that each member 
of the Tariff Commission is independent of any control by you as 
chairman, just as the members of this committee are independent of 
any control by me. 

Mr. Brossarp. Or anybody else, I may say. 

The CuHatrMan. So if, at any point in our discussion, any other mem- 
ber of the Commission desires to interpose, please feel free to do so. 

Mr. Brossarp. I would be glad to have you poll them, Mr. Chairman. 

Mr. Jones. I would like to make this observation. 

The CuarrmMan. Mr. Jones.. 

Mr. Jones. The time required runs to the nature and complexity of 
the case, rather than staff or anything else. Nine months might not be 
enough in the case of a few. It might be more than we need in many 
simple cases. : 

The Cuarrman. The time required, of course, is based upon the 
complexity of the case and the issue involved, which would have to 
do with the difficulty of your making a proper finding. I well under- 
stand that. 

But is there no way that we can bring to focus the principal ques- 
tion in less than 9 months, even in a complicated situation wherein an 
extreme emergency arises / 

Mr. Downrine. Mr. Mills? 

The CHarrMan. Yes, sir. 

Mr. Dowrane. We have had problems in getting the cooperation of 
industry in many instances. Perhaps if we had the subpena power, in 
such cases of emergency, we could meet the obligation that Congress 
would impose upon us. 

The Cuarrman. Mr. Talbot, do you have an observation to make? 

Mr. Tatpor. I think it has been covered pretty well, Mr. Chairman. 
There are difficulties we have that I will try to explain later as you 
bring up these phases of the new extension act, particularly on the 
peril point. 

I do not think that with a staff of approximately 200 we can accel- 
erate a proper escape clause within the period of 60 days as you 
suggest. It seems to me it would be impossible to do it and to make 
a proper report. 

For instance, at the present time we are conducting an investigation 
on tunafish. It requires returns on questionnaires from 200 or 300 
fishing boats. Some of them are in South America, some of them 
are out in the Pacific, and some of them are over near China. They 
are all over the Pacific Ocean. Yet, to make a proper report, we have 
to get returns on their profits and losses, on their catch, their produc- 
tion, and it is not inak to do a thing like that in 60 days. 
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I hope that example will impress the committee that there are, as 
Commissioner Jones said, certain investigations that we cannot do 
even in the 9 months and do properly, in my opinion. There are other 
investigations where only 1 or 2 particular corporations form the 
domestic industry as defined under section 7. In those cases, of course, 
it is relatively easy to get information from 1 or 2 or 3 companies. 

The concept of industry is one of our troubles and one of our diffi- 
culties. At the present time, we are trying a case under another sec- 
tion, but, nevertheless, the Commission must determine what consti- 
tutes the industry. Commissioners will have different opinions on 
what constitutes the industry. The particular case we have now con- 
cerns phonographic pickup cartridges. There are three different 
types of cartridges used today in phonograph pickups. You or I, in 
playing a record on a phonograph, do not realize that there are three 
different types of cartridges that can be used on that phonograph, or 
on any phonograph. 

Is the industry the sum total of the 3 or is the industry just one of 
those 3? That is the question on which there will be a division of 
opinion among the Commissioners, and there has been a division. 

The Cuatrman. I will yield to Mr. Simpson. 

Mr. Supson. That adds up in my mind to a conclusion that one 
company which chooses to be arbitrary and to delay either by not 
responding at all or by sending in one which to their own knowledge 
is incomplete can delay the entire job. 

Mr. Tatzor. Yes, Mr. Simpson. That is right. And today, with 
this complexity of trade, many domestic producers are also importers. 

In the lead and zinc case, one of our difficulties is that our economy 
is such that we need about 40 percent of our annual consumption 
of zinc to. come from imports. The imports come in, in the case 
of zine, in the form of concentrates usually, and go to a domestic 
smelter. That domestic smelter is part of the domestic industry 
producing lead and zinc, but he is also an importer. One-half of 
his interests are in the imports. 

In other words, he is bringing into the country by way of imports 
as much zine as he is getting from the domestic mines. So his pros- 
perity depends not only on the domestic mines producing lead and 
zinc, but also on the imports coming into the country. But we must 
consider him as a domestic producer, since he is a domestic smelter. 
Therefore, he has divided interests, and he may or may not cooperate 
with the Government. 

Mr. Srmpson. I am addressing myself to the reasons for delays in 
reaching a decision. Using the example that you cite, is it possible 
that a company within an industry might be an applicant for es- 
cape clause relief and then delay a decision by neglecting to provide 
the proper papers, because it is considered a part of the industry? 

Mr. Taxzor. Yes, sir. I think the most recent case was a fur case 
in New York. Practically all the producers were in New York City 
or in and about. that area. They filed the application, and we got 
little if any cooperation from them thereafter. 

Mr. Stwrpson. So that the company which is not an importer is ac- 
tually being defeated in its efforts to secure relief from its employees 
and itself by its competitor who may produce some here but is also 
an importer. 
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Mr. Tatsor. That is correct, sir. 

Mr. Stmpson. Would you say that the way the escape clause oper- 
ates is that an importer who is also a domestic producer.is. able, by 
delaying action, to penalize his domestic competitor ? 

Mr. Tarzor. Mr. Simpson, about a year anda half ago I testi- 
fied before the Boggs committee, a subcommittee of the oc. and 
Means Committee, and I brought out just the point that you are 
interrogating me on now. I asked at that time that we be given 
subpena powers under section 7. 

As a lawyer I have always had some difficulty in. my mind as to 
this fictional joining of section 332 with section 7 in order to get 
subpena powers. . It has never been tested in a court. But for some 
fictional reason only, in every section 7 we make it also a section 332 
paveehigyioy, The only reason we do it that I know of is so that 
we can hope for the subpena powers under 332. 

If we had direct subpena powers under section 7, we could get the 
information, as Commissioner Dowling has pointed out, much more 
quickly than we are getting it now, and we could get it with the 
certitude of the law behind us and the courts behind us.. We do not 
have that today. 

Mr. Simpson. I expect in view of our discussion here that others 
may know that any importer who is fighting their legislation could 
defeat the escape clause procedure most easily by becoming a domestic 
producer and then failing to act. 

Mr. Tatzor. We have had within the last 6 months, on 2 occasions 
to my certain knowledge, to go to a Federal court, have the Attorney 
General’s oflice to go to a Federal court, in an attempt to get the in- 
formation that we are required to obtain under section 7. 

Mr. Stupson. The other extreme that occurs to me is, in reference 
to our talking about the fishing boats in connection with tunafish, 
somebody said there were dozens of them. Surely you do not require 
that each man who operates a fishing boat make a report before you 
give consideration to relief under the escape clause. 

Mr. Tatzor. One of the requirements that are laid down is that we 
get the domestic-production and that we get the declining profits, if 
that is the situation. I do not know of any other way that we can 
obtain this information except getting it from the horse’s mouth. 

Mr. Srmpson. Is the alternative that you just cannot answer, you 
just do not give any relief or give any decision, indefinitely ¢ 

Mr. Tatsor. No. We give a decision, but sometimes our samples 
are poor. We have had samples as small as perhaps 20 percent of 
a domestic industry. This generates criticism. We have beén criti- 
cized at Budget because our samples are not sufficiently embracive. 

In most escape clauses, we do have good and sufficient samples that 
will run 70, 80, 90, and sometimes even 100 percent of the industry. 
But there are other escape clause cases where, because of the lack of 
cooperation and because of the complexity of the industry, our 
samples are as low as 20 percent. 

Mr. Stmpson. Is it fair to say that in the industry where there is 
the greatest degree of small businesses involved, you have the greatest 
difficulty in getting the high percentage representing the industry, 
and therefore you cannot give relief in those areas where, from my 
viewpoint, we need it more than other places? 
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Mr. Tarpor. My experience over the 5 years that I have been on the 
Commission has been that with the small industries we get pretty 
good cooperation. 

Mr. Srupson. There are none much smaller than the individual who 
has a fishing boat. I guess that is one place you do not get it. 

Mr. Tatzor. The experience I related is now going on. We are un- 
der a present investigation on tunafish. But the same thing happened 
when we investigated the New England fisheries on the groundfish, 
which we have done on two occasions. I think our sample there, Mr. 
Simpson, was about 30 percent. 

Mr. Srpson. Mr. Chairman, thank you very much. 

The Cuatrman. Mr. Brossard, let me go back just a moment to this 
matter of the timing of the reports. 

You are not required, as I understand it, to file a report of any sort 
when the Commission reaches the conclusion that you have before you 
an improper application under your rules; that is, that this particular 
applicant is denied an investigation by the Tariff Commission. In 
that instance you are not required to file any report whatsoever in- 
dicating why that is the case ? 

Mr. Brossarp. That is right. 

The Cuarrman. Would the imposition of such a report upon the 
Commission in any way be too onerous, in the opinion of the Com- 
mission ? 

Mr. Brossarp. I do not think so. 

The CuAarrmMan. Thank you, sir. 

In undertaking investigations—and this goes to part of what Mr. 
Simpson was asking—does the Commission require that all entities 
making up an industry segment must participate in the application in 
order that an application be entertained under your rules? 

Mr. Brossarp. No, not at all; but that certainly a representative 
group should participate. 

The Cuarmman. But before you get through, if the application is 
in order, you will look to all entities making up that industry seg- 
ment, in order to reach your conclusion ? 

Mr. Brossarp. Yes, that is right. We will attempt to get informa- 
tion from every one of them. Sometimes we do not get it, as Mr. 
Talbot has just explained. 

The CuatrrmMan. Your point is that if you were to have subpena 
powers in this particular situation, you can move more promptly to 
look at all entities within this industry segment. 

Mr. Brossarp. Yes, and it would help us with the industries them- 
selves if they knew that we could move on them to get it. 

The Cuatrman. Is that generally the opinion? We have heard 
from 4 of you on this point. 

Would you favor the subpena powers, Mr. Sutton? 

Mr. Surron. I agree, sir. 

The Cuamman. And you, sir? 

Mr. Scuretper. Yes, sir. 

The Cuatrman. Does an applicant have to represent the manage- 
ment element in an industry in order to file an application or, for 
example, can a labor union file and be given consideration ? 

Mr. Brossarp. The Tariff Commission has turned down an appli- 
cation it received from a labor union because the information we ase 
to get requires the cooperation of the producers. Consequently, in 
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order to proceed with an investigation, we have to have the cooperation 
of the producers themselves in order to get the information. If they 
would just say, “We are not going to cooperate with you on that in- 
vestigation,” then we are stymied and we get no place at all. It would 
be a futile gesture to order an investigation. 

The Carman. Unless you had subpena power. 

Mr. Brossarp. If we had subpena power, we could order an investi- 
gation at the request of the labor union and force these people to give 
us the information. 

The Cuarrman. I can conceive of a situation wherein only the 
people working for the particular industry might be concerned in 
an investigation being made of whether imports were affecting that 
industry, because the management of the industry itself might have 
interests both abroad and here, the interests here A a very minor 
part of the overall operation, but a very significant interest to those 
working in that very minor part. 

Mr. Brossarp. Yes, that is right. 

The Cuairman. So I think that we should clear the way for those 
who work for the industry, whatever it does, to be able to file a 
proper application, just as well as the management, and to have this 
matter considered. 

Mr. Brossarp. Would you consider that a labor union is a part of 
the industry in such a case so that we should permit them to file? 

The Cuatrman. I am not thinking in terms of the overall union. I 
am thinking in terms of those particular people who are working in 
that particular industry. 

Mr. Brossarp. Most of them are unionized, and they would repre- 
sent that unit of the union. 

The CHamman. If that is the case, it would in my opinion be 
proper, yes. 

r. Dowi1ne. Of course, there is a danger there, too, sir. 

The Cuatrman. I want you to point it out to me, if there is a 
danger. 

r. Downe. The danger is this: If a union came in only to force 
management to disclose something which we would have no jurisdic- 
tion over. If it was a bona fide situation, yes, you could entertain 
that, with the mandate coming from Congress. But there is that 
danger, I think, that you ought to consider. 

Mr. Brossarp. The question, of course, Mr. Mills, is, Can they fur- 
nish information? As a rule they cannot furnish information about 
the industry that would form a prima facie case at all. 

The Cuarman. Here is what they could furnish, and I think this 
is happening in every instance, practically, that I know anything 
about, in my home State and elsewhere: As of today, when people are 
being laid off by the management, they are being told that one of the 
principal reasons why they are being laid off is the inroads of imports. 

If the management is averse to making an application it seems to me 
that those that are being told that might well be put in the position 
of having somebody other than the management make that decision 
for their benefit. 

Mr. Brossarp. I can understand the problem ali right, but our prob- 
lem up to now have been that it would & a futile gesture unless we got 
the cooperation of the management. 
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The Cuarrman. If you had subpena power, you could get that. 

Mr. Brossarp. Yes, that is right. 

The Cuarrman. What else would we have to do in order to make it 
possible for you to overcome some of your present difficulties and 
expedite such a matter ? ; 

Mr. Scurerer. Mr. Mills, I would like to bring out this point with 
regard to the labor union : Would it be your idea that a local represent- 
ing only a very minute segment in a given industry could file such an 
> em or would it have to be the national of that particular 
union ! 

The Cuamman. I am thinking in terms of confining this, if neces- 
sary, to those people who are working for this particular industry that 
apparently is being injured as a result of imports under the reciprocal 
trade agreements program, because of reductions made under that 
program. I am not thinking in terms, for example, of the AFL-CIO, 
which is the national organization, making the application. I am 
thinking in terms of a local, if there is a union, or whether there is or 
not, it would not make any difference to me. But if there happens to 
be a union to which these particular people belong, it would be proper, 
I think, for that union to have the right to make an application just 
as much as it would for management to have that right. 

Mr. Scuretser. The thing that bothers me, Mr. Mills, is where do 
you break off at the interest point? Suppose this local union in a 
given city represents about 1 percent of the production of that particu- 
lar commodity in the entire United States, and all the rest of the 
industry seems to be getting along quite well. 

The Cuarrman. You have the same trouble with industry. The 
management of this particular industry, if it wants to file an applica- 
tion, 1s in the position of representing only 1 percent of the total 
production. So I think if we could overcome it for management, we 
ought surely, in the case where management is not concerned because 
of some peculiar circumstance, to be able to give these people who work 
for that particular industry, a right to have had a day in court before 
you gentlemen. 

Mr. Brossarp. We would not have any objection at all to making 
the investigation if there were a proper application. I would just as 
soon make it at the request of a labor union as of anybody else. 

The Cuarrman. I understand your position entirely. You are point- 
ing out that, if we would go in the direction of requiring that type of 
application to be heard, there are certain things we ought to do by 
way of implementation, in order to permit you to be able to reach a 
satisfactory conclusion. One of those things is the subpena power. Is 
there anything else that we should do? 

Mr. Brossarp. Supply more personnel is all. 

Mr. Jones. Yes, debe I would like to make that observation. 

The Cuarrman. I am aware of the fact that we have continually 
given you more and more responsibilities and asked you to work more 
hours a day to get your job done. It may take more people. I realize 
a have made a good case in the past for some additional help, and 
still can. 

a a me go to the method of the hearing now, after the application is 
ed. 

Is it the opinion of you gentlemen that your hearings are conducted 
in the nature of adversary proceedings? 
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Mr. Brossarp. No, sir. They are hearings by a Government agency. 

The Cuarrman. They are merely designed for the purpose of bring- 
ing forward information that interested parties may wish to bring to 
the attention of the Commission. 

Mr. Brossarp. That is right, an extension of the Ways and Means 
or the Finance Committee hearings . 

The Cuatrman. Actually, what you are considering in this type of a 
proceeding is that information is supplied to you by the interested 
parties. 

Mr. Brossarp. That is right. 

The Cuarrman. In that connection, after you get this information, 
what effort do you make to find out whether or not the information 
adduced from such a hearing is correct information? Is that the 
further proceeding that requires this 9 months in some instances ¢ 

Mr. Brossarp. Of course, the information is taken under oath at 
our public hearings. Then we have a technical staff which will say, 
“Well, this fellow’s information looks a little strange, or needs to 
checked up.” If it does that, we check up on it. 

We have written a good many letters to whisky people, for example, 
since the hearing on whisky, and we have gotten a lot of replies, addi- 
tional information from them, as a result of a hearing being held 
that did not furnish full information to us. 

The CuHarrman. You mean that even in this type of a situation the 
subpena power might facilitate your operation ? 

Mr. Brossarp. Yes. As a matter of fact, we had to state in a hear- 
ing the other day, “Of course, we can get this information, anyway.” 
The man, after thinking it over, said he would come across with it. 

The Cuatrman. Let me direct your attention to some of the lan- 

age in the existing law that is somewhat confusing to me, to see if it 
is understandable for administrative purposes to you gentlemen. 

Let us take first : 
as a result, in whole or in part, of the duty or other customs treatment reflecting 
such concession. 

What meaning do these words have to the Commission ¢ 

Mr. Brossarp. “In whole or in part” means that the whole injury 
is not required to be a result of the reduction in the trade agreement, 
as long as it is in part due to it. It is a legitimate case, in other words. 

The Cuatrman. Let me ask you this. 

Does that mean, as it is popularly supposed to mean, as a result of 
the trade-agreement concession? Is that what we are talking about? 

Mr. Brossarp. Yes. But it is the present status of the rate of duty 
that is involved there, as a result of trade agreements. 

The CHatrman. Does the Commission in its investigation try to 
establish that there has been a causal connection between the increased 
imports and the tariff concession ? 

Mr. Brossarp. In general, when there has been a tariff concession 
and the duty has been reduced, I think it is presumed that it was 
reduced for the purpose of increasing imports and that the increased 
imports are in part, at least, a result of the reduction of the duty. 

The CuatrmMan. But that is presumed ? 

Mr. Brossarp. I think it is generally accepted. Otherwise, why 
would the duty be reduced? The purpose of it was to bring in in- 
creased imports. 
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~The Cuatrman. Let us take the case of a duty-free product, where 
it has been bound on the free list. What is the situation there? 

Mr. Brossarpv. We have not had an escape clause on a duty-free 
product. 

The CrHatrman. Mr. Commissioner, I think you have had. 

Mr. Brossarp. Which one ? 

Mr. Scurerer. Tuna fish. 

Mr. Brossarp. Tuna fish was bound. 

The Cuatrman. I may be thinking about a section 332 investigation 
in the case of tuna. 

Has there been any escape-clause investigation in the case of duty- 
free items ? 

Mr. Brossarp. There has been one, albacore tuna. 

The Cuarrman. But there is a possibility if this program is ex- 
tended for 5 years or should operate for the next 5 years that there 
will be some escape-clause hearing on some item that is bound on 
the free list. 

Mr. Brossarp. Yes. If it is bound on the free list, we would have 
to look into whether or not it had encouraged production abroad or 
discouraged production here because of being bound on the free list, 
having encouraged people abroad to seek this market because of its 
being bound, and having assured the product a free entry into the 
United States. If that had occurred, you could say it was in part at 
least as a result of the concession. 

The Cratrman. Have you given me what you think the language 
“in whole or in part” means? 

Mr. Brossarp. I think I said that “in part” means that the increase 
in imports was not to be held accountable for all, or the reduction in 
duty was not to be held accountable for all increase in imports, just 
as long as a part of the increase was attributable to the concession. 

The Cuarrman. How much of a role, then, does the tariff treat- 
ment have to play in causing the increased imports, generally ? 

Mr. Brossarp. We have never decided that. I do not know what 
the dividing line would be. I suppose it would have to be some 
substantial part. 

The Cuatrman. Then, is it fair to conclude that as this language is 
interpreted by the Commission, the increased imports need not have 
anything more than the most tenuous causal connection with the opera- 
tion of the trade agreements program in the way of reduction of tariffs 
under the program ? 

4 Mr. Brossarp. No; I think it would have to have a significant in- 
uence. 

The Cuarrman. It would have to be a significant causal connection? 

Mr. Brossarp. It would have to be a significant connection with the 
concession ; yes. 

The Cuarrman. Yousay you think. 

Mr. Brossarp. There would have to be some causal relationship 
there. 

The Cuarrman. In actual operation does it work that way, or does 
it not work more on the basis of a tenuous causal coenintianl, 

_ Mr, Brossarp. I think it is actual connection. I cannot think of a 
case where it would be just a causal connection. 
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The CuarrMaNn. In your reports to the President, do you demon- 
strate a causal connection that is significant, or do you demonstrate 
a causal connection that is tenuous ? 

Mr. Brossarp. I think it is relatively impossible, Mr. Chairman, to 
say what the causes of increased imports are. There are many. To 
say that it was just the reduction in duty, when the reduction of duty 
might have been made before the war, and when there were no im- 

rts coming in during the war, and then rane any: the industries 
in Europe built back up, to say that it was just due to the duty reduc- 
tion would be impossible, or to say that 50 percent of it was due to the 
duty reduction is totally impossible. There are too many economic 
factors involved. I do not think anybody has ever attempted to say 
just what increased imports would result from a specific reduction of 
duty. 

he Cuarrman. When you look at the cases, though, do you not try 
to have in mind the use of some standard? You would not say in one 
instance that you would reach a conclusion of injury for one re: 
and reach a conclusion of injury in another case for another reason 
You try to adopt some overall general standard, do you not, with 
respect to whether this causal connection is direct or tenuous? ‘You 
would not apply a tenuous connection in one instance and a significant 
connection in another ; would you ? 

Mr. Brossarp. I think we always take the status and the facts in 
each case into consideration. When there are increased imports and 
there has been a reduction of duty, I think it is fair to presume the 
increased imports are in part, at least, due to the concession granted 
because of the reduction of duty. But we have no rule of thumb say- 
ing that 10 percent, 20 percent, or 30 percent is due to the reduction 
of duty. e have never attempted to do anything of the kind. 

The Cuarrman. Here we are asking you to see whether. or not, 
under the law, Mr. Brossard, there is injury. Under the old’ Execu- 
tive order it was— : 
as a result of unforeseen developments and of the concession granted by the 
United States on an article in trade agreements. 

Mr. Brossarp. Yes. Under that provision, the Tariff Commission 
issued a report during the Truman administration, saying that the 
imports, if they were increased, would be presumed to be at least in 
part due to the concession. That has been so ever since. We have a 
published report on that, giving the criteria, and that was in the 
criteria. S 

The Cuarman. What I am getting at is this: It seems to mé that 
the language of the 1951 law is somewhat different from this. Iam 
wondering whether or not there has been a difference in the Commis* 
sion’s operations in view of this language of the present act which is 
— from that in the Executive order escape clause which I just 
read : 

Should the Tariff Commission find as the result of its investigations and 
hearings that a product on which a concession has been granted is, as a result, 
in whole or in part, of the duty or other customs treatment reflecting such con- 
cession, being imported in such increased quantities, either actual or relative, 


as to cause or threaten serious injury to the domestic industry producing like 
or directly competitive products— 


andsoon. That is the language of the law. 
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It seems to me that the present law talks about the duty or other 
customs treatment reflecting such concessions. 

Mr. Brossarp. The wording of the law as I read it and as we have 
used it is that it is the present rate of duty, whatever it is. If it has 
been as a result of a concession, that is the tariff treatment. The treat- 
ment that is to be considered is the current rate of duty that is estab- 
lished as a result of the trade agreement. 

The Cuarmman. Thank you. 

Mr. Byrnes. Mr. Chairman, could I interrupt at this point to in- 

uire as to what the effect would be, in the Commissioner’s opinion, of 

e elimination of the words in resent section 7, in the third para- 
ath “on which a concession has been granted.’ ” Then, also the 
elimination of the words, “as a result, in whole or in part, of the duty 
or other customs treatment reflecting such concession,” so that the 
ees would read, instead of its present reading, that a product 

is “being imported in such increased quantities as to cause or threaten 
to cause serious injury.” 

In other words, that would be the result if we were to leave out all 
of this language with reference to concessions and customs treatment 
in some agreement. 

Mr. Brossarp. That would make it, without that language, appli- 
cable to those items in which there hus been no trade-agreement con- 
eession, in which the rate of duty is at present what it was in the 
Tariff Act of 1930. 

Mr. Byrnes. That would then, of course, immediately bring into 
question those items that are frozen on the free list. That is the 
point I am getting at. Do you consider freezing an item on the free 
list as a concession ? 

Mr. Brossarp. The Trade Agreements Committee has considered 
it as such, and the Government has interpreted it as such. 

Mr. Byrnes. I am asking you whether the Tariff Commission con- 
siders it a concession or not. 

Mr. Brossarp. Yes; we would consider binding on the free list as 
a concession. 

Mr. Byrnes. Then practically every item has been dealt with in 
some fashion, hasn’t it, in trade agreements ? 

Mr. Brossarp. No. There are probably several hundred items that 
are not involved there, that are not found on the free list. 

Mr. Byrnes. In other words, they have left some freedom for Con- 
gress to act on a few items? 

Mr. Brossarp. Yes. 

The Cuarrman. Mr. Brossard, the difficulty I have with “in whole 
or in part” involves the question of what does it refer to? Does it 
refer to the concession in whole or in part causing the increased im- 
ports, or does it refer to the injury that is resulting in whole or in 
part as a result of the concession ? 

Mr. Brossarp. I think it refers to the increased imports being in 
whole or in part due to the concession. 

The Cuarrman. I think you are right. Let us look at some more 
of this language. 

The language I refer to now is “being imported in such increased 
quantities, either actual or relative.” “To me, the expression “in- 
creased quantities” involves some measurement, and in order to 
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measure an increase, there must be some base period chosen from 
which the increase is measured. 

How does the Commission determine a base period, if a base period 
is necessary for this purpose? 

Mr. Brossarp. Well, you have to take a base period when condi- 
tions were somewhat representative, and if the duty were reduced 
back before World War II, that makes the base period more or less 
irrelevant, as far as the present industry is concerned, so you have to 
take a representative period. 

If it is a recent enough one, a period representative before the trade 
a concession could compare with the representative period 
after. 


The Cuarrman. You try, then, to establish a base sere as being 
that period immediately preceding the granting of the concession ? 

Mr. Brossarp. Well, not always, because there is not such a period. 
You take the duties that were reduced in 1935 and 1936, for example, 
and some of them have not been changed since. Take that prewar 

riod, the industries have had whole revolutions since then, and to 

ase any change in the rate of duty on such a period as that would 
be totally meaningless. 

The CuairmMan. That leads me into my next question. Let me give 
you this specific example with respect to the base period. Let’s assume 
the concession was granted in 1938, and the increased imports took 
place after 1954. Would such increased imports be regarded as in- 
creases within the meaning of the escape clause ? 

Mr. Brossarp. I think they would. 

The Cuarrman. You think they would? 

Mr. Brossarp. Yes, sir, because the rate was reduced and there were 
other conditions that prevented the imports, and if imports increased, 
I think that would be increased imports as a result of the concession, 
because the duty had been reduced. That is the customs treatment 
which is extant, and they were the duties under which the imports 
were increased, the existing duties which were the result of the trade 
agreements, so imports were in part at least a result of the concession. 

The CuarrmMan. Gentlemen, I want you to thoroughly understand 
that the purpose of my question is to bring out the need that may 
exist from the point of view of your responsibilities for some better 
clarification of the various provisions of the escape clause, and it is 
only for that purpose. I am trying to determine whether clarification 
is necessary. As I read some of the provisions, I am at a loss to under- 
stand what they mean. If the Tariff Commission has not been able 
to work out a set of rules, which I referred to in the beginning as a 
“common law” of interpretation, then I can realize why there is com- 

laint about the operation of the escape clause. You and I know there 
has been considerable complaint about it. Let me get to an under- 
standing of what some other words mean. I refer now to “either actual 
or relative.” Is that “actual or relative” to what? To domestic pro- 
duction? What if domestic production declines but imports decline 
relatively less? Would that constitute a relative increase in imports 
within the meaning of the escape clause ? 

Mr. Brossarp, That proposition was discussed with Senator 
Millikin when that phrasing was put in the act, and it was put there 
to cover just that situation or relative to it. It meant “or relative to 
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domestic production.” If imports increased relative to domestic 
production, suppose consumption declined and domestic production 
declined, but imports remained the same; that would be an increase 
in imports relative to domestic production . 

The CuatrmMan. So under the escape clause there might be a con- 
nection between the plight of the industry and imports, even though 
imports were declining ¢ 

Mr. Brossarp. That is right; they would be increasing relative to 
domestic production, because domestic production declined more than 
imports. 

The Cuatrman. Let us turn now to subsection 7 (b), the second 
paragraph. That subsection defines, as I understand it, the relation 
of the increased imports to the serious injury and uses the words “con- 
tributed substantially.” 

Mr. Brossarp. Yes. 

The Cuarrman. First of all, what is “contributed substantially”? 

What is your interpretation of what those two words mean ? 

Mr. Brossarp. Well, “substantially” would mean that it had consid- 
erable to do with thesituation. It was substantial. 

The CuHamman. The word “substantially” was inserted in 1955, 
First of all, what does “contributed substantially” relate to? 

Mr. Brossarp. Well, I think it relates to the concession. Doesn’t 
it? The increased imports contributed substantially. 

The Carman. I thought it related to the impact of imports. 

Mr. Brossarp. I think that is right, too. 

The Cuarrman. Have we helped your administration of the escape 
clause provision by writing in the word “substantially” ? 

Mr. Dowtrna. Isn’t that rather vague ? 

The Cuatrman. That is my thought. I wanted to know if you 
needed some help with respect to these things. That is what I am try- 
ing to find out. I want to be sure you can better understand what is 
intended. 

When we say “substantially,” do we tell you enough about what we 
— nena for you to better interpret the law and better administer 
the law 

Mr. Brossarp. We were asked, I think, the question as to how to 
word that, so that it would give us what we really need. To try to 
word it specifically takes away certain discretion. But it will also 
make it not fit many cases, to make it specific. That is why the word 
“substantially” was put in there. 

There was a lot of debate around words, what word could express it. 
But you—Congress—finally agreed on the word “substantially,” 
which does leave discretion. 

The Cuarrman. The word “substantially” apparently was intended 
to be restrictive, when it was written in, in 1955. I wonder if the effect 
since 1955 in the administration of the escape clause provision in this 
respect has been to make it restrictive. 

Mr. Jones. May I speak as one Commissioner ? 

The CHatrmMan. Yes, sir. 

Mr. Jones. I have always felt, sir, that that amendment by the Sen- 
ate intended to dilute, I will use that word, the causal relationship 
between imports and injury. But when it got over here, I believe the 
House inserted the word “substantial.” 
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The Cuarrman. I can tell you how that happened. 

Mr. Jones. I felt that that defeated it, that “substantial” was more 
restrictive. 

The Cuarrman. When it came to us in the conference, we found the 
adverb used by the Senate to be materially. I have forgotten why we 
substituted the word “substantial,” and I couldn’t tell you, because 
those things go on in executive session. 

But according to Webster’s dictionary, we found that a synonym of 
“Substantially” is “materially,” and a synonym of “materially” is 
“substantially.” 

Mr. Jones. That is right, but to my mind, “substantially” is a 
stronger word. 

The Cuatrman. And more restrictive than “materially”? 

Mr. Jonzs. I felt that way, sir, as one man. 

Mr. Tarzor. Mr, Chairman, before you leave that word, may I 
bring to the attention of the entire committee that in 3 different acts 
that the Tariff Commission administers there are 3 different adverbs 
used before the word “injury”. In the escape clause the word “seri- 
ous” is used. In the antidumping law, the word I believe, is just 
injury, with no adverb. But in another statute, in 337, it is material 
injury, and in still another one it is substantial injury. We have in- 
jury, serious injury, material injury, and substantial injury to inter- 
pret in four different statutes that we interpret. Therefore, we have 
to weigh the difference as to what Congress intended between serious 
injury which I think is at one extreme, and the bare word “injury” 
which is at the other extreme, with “substantial” and “material” in 
between. That is not an easy task to interpret that. 

The Cuarrman. I will be very frank with you. If I were one of 
you aera on the Commission, and had the trouble in interpreting 
this language that I have had in trying to understand it, I would have 
departed from my custom of not coming to the Congress for some 
help, and I would have come here and asked for clarification of some 
of this confusing language, in order that you could better do the job 
that is imposed upon you by the Congress, 

Mr. Boaes. Will the Chairman yield ? 

The CHarrmMan. Yes. 

Mr. Boaes. As the Subcommittee on Foreign Trade Policy, we 
attempted to get recommendations from the Commission with respect 
to matters such as these, and as-far as I know we have never gotten 
oy tptantive recommendations. Is that correct? 

r. Brossarp. That is right. 

Mr. Jones. I don’t agree with the Commission, but I am in a 
minority on that. 

Mr. Bocas. You do not agree to the position of not making recom- 
mendations? 

Mr. Jones. That is right. I felt since I have been there that we 
ought to give you the benefit of our best judgment. 

Mr. Boces. We felt so, too, and the problem that Mr. Talbot raises 
would not have been raised. We could have at least looked at. the 
recommendations. 

Mr. Tarzor. I am happy to raise it, and I have 1 or 2 more, par- 
ticularly on peril points, that I particularly want to get before this 
committee. 

Mr. Boaes. Are you in a minority, too, on the Commission? 
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Mr. Tatzor. Usually. ; 

The Cuamman. Let me say this not for the purpose of trying to 
influence the majority over to the viewpoint of you two gentlemen, 
but we will welcome any suggestions by the Tariff Commission to this 
committee at any time that will be of benefit in the administration of 
this or any other responsibility you have. If you find yourselves 
faced with insurmountable problems as a result of indefiniteness of 
words that we write into statutes, I think that as an arm of the Con- 
gress you really have a responsibility to report that fact to us, and 
make suggestions to us, at least from your point of view, of what 
changes we can make to better facilitate the administration of the 
law by you. 

I hope that that will not be taken as an admonition to convert any- 
body’s thinking or anything of that sort, but merely as an invitation. 

Mr. Brossarp. Thank you very much. The one reason we haven’t 
done it is because we have stayed meticulously away from determining 
policy. When you determine policy and put one of these words in 
there that becomes policy as far as the Tariff Commission is con- 
cerned. 

The Caiman. We have departed from policy at this point, in 
connection with our hearings, to try to get into the technicalities and 
administration of some of the provisions. 

It seems to us that somewhere along the line we must find some 
better language for purposes of administration of the law. 

Mr. Brossarp. We would be awfully glad if you would. 

The Cuarrman. If we expect you to administer the law in accord 
with the intention of the Congress, at least we ought to let you know 
what that is. If there is confusion about it now, we should straighten 
it out. Now let’s look to the words “cause or threaten serious injury.” 

Has the Commission ever had an escape clause finding of injury on 
the basis of a finding with respect to the threat of injury in con- 
trast to the actual fact of injury ? 

Mr. Brossarp. Yes. We have had one case, I think straight pins, 
with respect to threat of injury. 

The Cuatrman. And the entire consideration was on the basis of a 
threat ? 

Mr. Brossarp. Well, that is what came out of it, becauses there was 
no injury at the present time, it was only a question of threat of 
injury. 

The CuarrmMan. Subsection 7 (b) details some of the economic fac- 
tors that the Commission shal] take into consideration in determining 
serious injury. How would the Commissioners define the words 
“serious injury” ? 

Mr. Brossarp. Well, that is a relative proposition again. 

Mr. Tatzor. I think to be truthful every Commissioner would find 
differently. Serious injury is something that is almost destructible. 

The Cuatrman. You mean defined differently in each case? 

Mr. Tatzor. They would interpret that phrase of what is serious 
injury at different levels. Some Commissioners would say you have 
to get almost to the point of utter destruction before you have se- 
rious injury. Others would say that if the corporation’s or the in- 
dustry’s return showed little or no profit over a period of years that 
would be serious injury. Between the bottom and the top, there are 








RENEWAL OF TRADE AGREEMENTS ACT 191 


all shades of differences that we have. Fortunately, in most cases, 
we can come to a satisfactory conclusion on it. But it is not easy. 
It is a real difficulty, because serious injury conveys different ideas to 
different minds. 

The Cuatrman. That is my thought. It ought not. It ought to 
be able to be understood, and whatever we say ought to to be under- 
stood as to its meaning by all 6 of you and not convey a different im- 
pression to each of the 6 of you. ! : 

Mr. Brossarp. We would be delighted if you could word it so 
that it would be that way. 

The Cuatrman. Do you give more weight or higher priority to 
some of these indicators that are in the law than to others? Or do 
you treat them all with equal weight ? ota, 

Mr. Brossarp. Well, we treat them all, and usually they point in 
the same direction. If there is an increase in imports, and there is 
less profit, inventories are increasing, wages per hour always increas- 
ing in the United States but the total wages may be decreasing, inven- 
tories increasing, prices decreasing, increased imports, and unemploy- 
ment mounting, usually they go together. They point to injury, if 
we have a case. 

In other words, the industry does not come before us until most 
of these things are present and show. You will remember that we 
had very few escape-clause cases out of the thousands of reductions 
of duty there have been—very few cases. 

The Cuatrman. One of the words we use, to which you have to 
give some weight, is the word “trend.” 

Mr. Brossarp. Yes. 

The Cuairman. Let me ask you what that implies or what it means. 
Does that mean that the injury must be sustained over a period of 
years in order to be regarded as serious? 

Mr. Brossarp. If it were sustained over a period of years, the 
trend would show, down or up. But if it was just a dip of a sudden 
dip, which was a regular experience in the industry, so that there 
was a down and up, a down and up, and that was the current thing 
or seasonal thing, the trend would be straight along. You have to 
take the trend in order to get what the situation is sometimes rather 
than to take just the seasonal period. The fall season may be very 
profitable for some, but the spring season may be very unprofitable. 
If you took the spring season as a measure, you may find injury, but 
if you take the trend you wouldn’t find injury. 

The Cuarmman. Let me ask you about another one of the criteria 
for determining serious injury as detailed in subsection 7 (b). It 
reads as follows: 

An increase in imports either actual or relative to domestic production. 


Does that mean anything to you? It doesn’t to me. 

Mr. Brossarp. Well, if the imports are actual, that is, if they have 
increased from 10 to 20,000, that would be an actual increase in 
imports. 

If they have increased relative to domestic production, domestic 
production may have fallen. That is the case we talked about just a 
minute ago. 

The Carman. That is what disturbs me. In order to cause 
serious injury, the escape clause says that there must be increased 
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imports, either actual or relative. This criterion, therefore, seems 
to say to me that the cause of the injury shall also be regarded as 
the test of the injury. Does it say that? 

Mr. Brossarp. It is one of the factors to be used in measuring the 
injury ; yes. 

The Ceaubicks. Is there any validity to the thought I had? 

Mr. Brossarp. There is no confusion on that score. We have never 
had any difficulty with that part of it. 

The Cuarrman. You haven't? 

Mr. Brossarp. No. 

The Cuarrman. I am glad to know that. Another criterion is— 
a decline in the proportion of the domestic market supplied by domestic 
producers. 

Doesn’t this say that injury is deemed to exist when a domestic indus- 
try has not been able to gain something which it never had? 

Mr. Brossarp. Not necessarily. It might in some cases. But what 
it usually says is that it is a decrease in its share of the consumption 
in the market. That is what it means. Domestic industry has lost 
some share of its domestic market to imports. 

The Cuatrman. Under the terms of the 1955 amendment, segments 
of industries were to be regarded as industries within the meaning of 
the escape clause. 

Has this amendment in any way affected the administration of the 
escape clause since 1955 ? 

r. Brossarp. Well, of course; that is one of the very complicated 
things to determine, what the industry is, and what is like or similar, 
like or directly competitive. That is one of the problems on which 
we have differences of opinion in the Commission. I do not know 
how to define it so that you would eliminate such difference of 
opinion. 

The Cuarrman. It has tended, then, to complicate the administra- 
tion from your point of view? 

Mr. Brossarp. Yes, it does. There is no question. But some such 
language seems to be necessary. If you could make it more specific 
so that there wouldn’t be the difference of opinion, that would be fine 
for administration. But it is hard to get language that takes away 
the discretion of the Commission and still makes it applicable to all 
cases. 

Mr. Tatzor. Before you leave that, Mr. Chairman, the words “like” 
and “directly competitive” cause difficulty. I cannot think of any- 
thing that is like that isn’t directly competitive. But I can think of 
many things that are directly competitive that are not like. In the 
example I gave before the subcommittee, it was on the sausage casings. 
The sausage casings are of two kinds. They are made out of the in- 
testines of the pig or they are made from synthetic fibers that are 
placed around a frankfurter, a sausage. Certainly no one would say 
that the synthetic is like the intestine of a pig, but they are directly 
competitive. 

I can’t see with the word “like” how it adds to this language at all. 

It seems to me that if the words were “directly competitive,” it 
would be sufficient. 

The “like” is always directly competitive. The “directly competi- 
tive” is not necessarily like. When the two words are in there, it has 
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caused some trouble in decisions of the Commission because some 
Commissioners will go to the like and others will go to the directly 
competitive. : HOF 

The directly competitive is always more embracing than the like, 
and it creates a larger group than does the like. 

Mr. Brossarp. Tt is like automobiles. A Ford automobile may be: 
directly competitive with a Cadillac, but they are not like. 

The CuarrMan. Let me ask you this: 

Will the Commission include in an investigation the suppliers to. 
the industry that is directly affected? What I am thinking about is. 
the cherry case. What kind of cherries were involved ? 

Mr. Brossarp. Oregon cherries, Maraschino cherries. 

The Cuarrman. In that instance, or in a similar situation, where 
that industry filed an application with the Commission would the 
investigation include consideration of the cherry-growing industry as 
well ? 

Mr. Brossarp. It would, yes, if that was the case. 

The Maraschino cherry industry would almost have to include, in 
my opinion, though this might bring up differences of opinion, in 
my opinion the Maraschino cherry business would involve the growing 
of Maraschino cherries. 

The Cuarrman. An amendment to that effect was proposed in 1955 
and adopted by the Senate. The administration did not include that 
amendment as one which it said was acceptable. So that was one 
amendment at least that the other body was agreeable to eliminating 
from the legislation in 1955. 

Actually, then, it is your opinion that you are administering the 
escape clause as though that had been written in. 

Mr. Brossarpv. Well, we have not had the case yet. I don’t know 
that we have had any particular case of that kind. 

The CHARMAN. i am trying to find out whether or not you would 
take care of the situation whether the language of the wented Morse 
amendment were included or not included. 

Mr. Brossarp. I would be glad to have my colleagues respond, if you 
wish. 

The Cuarrman. You were on the Commission when you had the fish 
fillet case, were you not, Commissioner Talbot ? 

Mr. Tarzor. That is right. 

Mr. Brossarp. We took fishing as part of the industry. 

Mr. Tarzor. May I bring to the committee the reasoning behind 
this? In the cherry case, you have three different producers. You 
have the farmer who grows the cherries in the orchard. Those cher- 
ries are then taken and brined or sulfured. Then after they are 
sulfured, the man that puts the glace or the sugar coating on, he is 
another industry. 

The last person, the glazier, can buy his cherries either from the 
domestic brined or sulphured cherry supply, or he can buy them from 
the imported sulfured cherry supply. Ve has two sources of getting 
his raw material. So it is in the tunafish business. The canneries on 
the west. coast can buy their tuna either from the Japanese, or they 
can buy their tuna from the domestic fishermen. 

So they have two sources of supply. Now the question comes up: 
What does the word industry embrace? Does industry take the 
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wer, the briner, and the glazier? Are all those three the domestic 
industry? If so, then 1 portion of that domestic industry has 2 
sources of supply. He can get it either from domestic or from imports, 
Therein lies the great poeblieh that the Commission has as to in each 
case defining what constitutes the domestic industry. That is a prob- 
Jem upon which we have little or no guidance, other than what an econ- 
omist might hold as to what the industry is. In other words, there is 
no guidance from Congress on this point. 

f I have made clear to the committee the difficulty, that is about all 
I can do here. I cannot give the answer, because that would be policy. 
You would have to read the decisions of each Commissioner to come 
to a conclusion. 

Mr. Boces. Will the chairman yield at that point ? 

The Cuarrman. Yes. 

Mr. Boces. Would that be a question of fact in each case? 

Mr. Taxzor. Yes, it is. It is a question in each case. The only 
thing I can say, sir, is that each Commissioner, I think, has been con- 
sistent in his interpretation of what constitutes the industry. But that 
does not mean that the Commission as a whole is consistent, because 
therein lies the 3-3 decisions, and so forth. 

The Cuarmman. Let me ask you with respect now to the instruction 
that was given the Tariff Commission to recommend “withdrawal or 
modification of the concession, its suspension in whole or in part, or 
the establishment of import quotas, to the extent and for the time 
necessary to remedy such injury.” 

On what basis Sean the Commission determine which of these al- 
ternative actions it will recommend? 

Mr. Brossarp. Well, on the basis of the extent to which the injury 
seems to go. If, in the opinion of the Commission, the injury could 
be corrected by an increase in the duty, and if it could be corrected by 
the increase of the duty that is pees under the law, presently ad- 
justed under the law, either withdrawal of the concession, or a 50-per- 
cent increase over the 1945 rate, we would use that remedy rather than 
a quota. A quota is considered by the Commission and by everybody 
to be a more extreme remedy, perhaps, than an increase in the duty. 

We would not recommend a quota. If, however, the increase in the 
duty that is permissible under the law is inadequate to accomplish the 
remedy, then the Commission might resort to the quota in addition. 

The Cuarmrman. Does the Commission indicate in its report on what 
basis it so recommends? Do you set forth clearly in your report on 
what basis you make the recommendation you do? 

Mr. Brossarp. Well, I don’t know whether it is reasoned out to the 
extent that it says, “This, specifically, is required,” to show that, and 
the figures designating it. That, in a way, is impossible, too. That is 
forecasting what the effect of a rate or the effect of a quota might be. 

But we use our best judgment as to what would be a remedy. 

The Cuamman. What I am trying to get to is this, Mr. Commis- 
sioner: Does the Commission ever justify its recommendation in terms 
of an analysis of what effect the modification of the duty or the import 
quota will have in preventing or remedying the serious injury ? 

- Mr. Brossarp. I don’t think it has ever attempted to do that, be- 
cause in a way it is impossible to do. 
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The Cuarmman. If we should decide to instruct you to do so by 
legislation, it will be very difficult for you todo it? 

r. Brossarp. Very difficult. I don’t know how you could do it. 
I have never seen a study of that kind made that I thought was worth 
the paper it was written on. 

The Cuarrman. My concern is this, frankly, gentlemen: I feel that 
the law already requires you to do that in words “to the extent neces- 
sary.” 

Mr. Brossarp. That is, in our judgment, what we do. But we do 
not try to convince the President of just this and nothing else but. 

If we recommend a 20-percent increase, we do not argue that 19 — 
cent would not be enough and 21 percent would be too much. You 
couldn’t do that, and you couldn’t justify it. Nobody could justify 
it. I would defy anybody to justify it. 

The Cuarrman. Let me ask you a final question on the escape clause. 
Should the Commission be given final discretion to make decisions 
also on matters other than injury ? 

Mr. Brossarp. Such as what? 

The Cuatrman. Any of the matters that must finally be deter- 
mined in reaching a final conclusion with respect to whether or not 
action should be taken to raise the duty under the escape clause or to 
apes quotas. 

Mr. Boggs. I will be specific, such as section 7 of the 1955 act now 
administered by ODM. 

The Cuarrman. I did not mean that. I do not wish to bring that 
in at this point. I am talking strictly about the escape clause, bearing 
in mind the fact that the Tariff Commission now has the one responsi- 
bility of determining whether or not injury has occurred as a result 
of certain things. 

Should you be given the responsibility of making determinations 
other than those of injury in connection with the plight that a seg- 
ment of an industry may face? There may be something other than 
the importation that has brought about the injury. There may be 
something other than the injury itself that ought to be taken into 
consideration, actually, before determination is made as to what 
should be done. 

Should you be given any further responsibility than merely the 
determination of the question of injury ? 

Mr. Brossarp. Personaily I don’t think of anything right now, but 
I want to tell you that if Congress wants to give us the authority, 
I think the Tariff Commission has the best staff that there is in all the 
world. I have been at the international conferences where they have 
been negotiating trade agreements with countries, with the leading 
trading nations of the world, and I think our staff could do anything 
that any leading staff in the world could do and do it well. 

The CHarrman. Do you think you are qualified to determine 
whether or not you should make recommendations with respect to the 
interests of national security or anything of that sort? 

Mr. Brossarp. I think there are other agencies that ought to be 
more qualified to do it than the Tariff Commission, and they ought 
to do that. 

The Cuarrman. In other words, we should not impose upon you 
the determination of other factors that go into the President’s final 
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decision with respect to actions under the escape clause other than 
the one point of injury which you now have to consider under the 


—o clause ¢ 
r. Brossarp. I think with the President’s authority, he is in a 
better position to determine a lot of these things. 

The Cuamman. I am not injecting the point of whether the Presi- 
dent is in a better position to make a final determination than the 
Tariff Commission. What I am thinking about is this: Whether or 
not we should ask you, as an arm of the Congress, to make a deter- 
mination with respect to any other facets that must be considered in 
the overall other than the one proposition of injury. 

Historically, that is what you have been concerned about under 
thisprogram. Should we give you something else to do? 

Mr. Brossarp. I think, Mr. Chairman, that that involves a decision 
of public policy which is really outside of the realm of the Tariff 
Commission. 

The Cuarrman. I am thinking about your ability to administer 
these various things. Do you have enough personnel so that you 
could take into consideration, in making a decision on a tariff matter, 
these other factors that must go into the final conclusion other than 
the one thing that you look to now; namely, injury ¢ 

Mr. Brossarp. There is the question of foreign policy, the question 
of what is necessary for defense, and matters of that kind. 

The CuHarrman. You do not have access to that information. 

Mr. Brossarp. We do not have access. If we were ordered to do it, 
we would get the information because the Congress would order these 
agencies to give it tous. But we do not have it now. 

Mr. Boces. In connection with this line of examination, would 
the Chairman and the members of the Commission mind expressin 
an opinion on a proposal which has been discussed in the press an 
elsewhere; namely, that your recommendation would be final except 
when it would be overridden by the Congress ? 

Mr. Brossarp. That is entirely a question of policy, I think. 

Mr. Boces. Would any other member of the Commission like to 
express himself ? 

Mr. Jonzs. I will, Mr. Boggs. I would be hesitant to have that 
responsibility put on me. Knowing a little about Government and 
knowing a little about the complexities of the world, I don’t think 
I could qualify to take over the international aspects or the national 
defense. 

Having worked in the Bureau of the Budget so many years, I be- 
lieve that such matters belong right at the White House. That would 
be the only agency, I think, which could weigh those kinds of factors, 
personally speaking. 

Mr. Boees. Is there any other Commissioner who wishes to answer? 

Mr. Scurerper. I was going to respond to the point made by the 
Chairman. If any additional duties are put onto us, such as national 
defense, and so forth, I think you will find, Mr. Chairman, that it 
is going to take us somewhat longer than the 9 months it now takes in 
most cases. In other words, I believe it will slow it down rather 
than to increase the processing of these cases. 

The Cuarrman. I think all of you would admit very readily that 
the matter that you consider under the escape clause is not the sole 
matter that must be taken into consideration before a final determina- 
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tion is reached about whether or not a quota is to be imposed or a 
duty is to be raised. 

Is that the feeling of all of you? 

Mr. Brossarp. Yes, sir. 

Mr. Jones. Yes, sir. 

Mr. Scurerer. Yes, Mr. Chairman. 

Mr. Downe. That is correct. 

The Cuamman. Let me ask you this, in connection with that matter 
of injury. Let us take a specific case. Let us assume that iron ore, 
which is now on the free list, should become the subject of an escape- 
clause application. Should the Commission be instructed to look be- 
yond the mere effect of the import of iron ore from Labrador on the 
producer of iron ore domestically, to the effect that any restriction of 
those imports would have upon the steel industry itself? You do not 
now go that far, do you ? 

Mr. Brossarp. No, we do not. 

The Cuarrman. Should you go that far? 

Mr. Downe. Mr. Chairman, it creates a problem, first of all, that 
our hearings are public hearings, and this introduces a degree of 
sensitivity that we should not be burdened with. 

The Cyatmrman. But somebody should make that decision, and 
should, before a final decision is made, take that into consideration 
also. 

Mr. Brossarp. I do not see any reason why, if the Commission were 
given an adequate staff, the Commission could not make such an 
analysis as that. That would be an extension of the factfinding job, 
largely, but it would also involve some reasoning with respect to the 
results. 

The Cuatrman. It goes beyond the question of injury. 

Mr. Brossarp. It goes beyond the question of injury. It goes into 
the question of what would be good for the American economy, largely. 

The Cuarrman. How much of a staff would you have to have, Chair. 
man Brossard, in order to have that kind of a study if such a case came 
up? 

Mr. Brossarp. I would say about as many more as we now have. 

The Carman. I would like to discuss the peril-point provisions a 
bit later. Those are all the questions I have on the escape clatise. I 
will yield to other members at this time. 

Mr. Mason ? 

Mr. Mason. Mr. Brossard, originally the Tariff Commission was 
set up as an arm of the Congress, was it not ? 

Mr. Brossarp. That is what we have understood, 

Mr. Mason. Responsible to the Congress and to report to the Con- 
gress, isn’t that so? 

Mr. Brossarp. Yes, and also to the President. 

Mr. Mason. Now, when we passed the Reciprocal Trade Agreements 
Act, in that act we said “You shall report to the President, and he shall 
do what he pleases with what you report.” So, actually, for all prac- 
tical asl ea at least, you are not an arm of the Congress any more. 
You have automatically been cut off as an arm of the Congress, and 
you are now an arm of the Executive, for all practical purposes; is 
that about right? 
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Mr. Brossarp. We consider ourselves still an arm of Congress, but we 

report to the President. 

fr. Mason. I know you would like to, but, really, the situation is 
you are between the Devil and the deep sea. You consider yourself, 
when you want to be, an arm of the Congress, maybe. But the Recipro- 
cal Trade Agreements Act says you must report to the President, and 
you are responsible to him, so forth and so on. Those are the facts, are 
they not? 

Mr. Brossarp. Most of our reports are made to the President; 
yes, sir. 

Mr. Mason. Now, then, with that clear, and that is fundamental, 
in my opinion—that goes beyond and behind all this mechanical] ac- 
tivity that you are called upon to perform—here is an industry com- 
posed of 100 components. One of those components comes to you 
and tries to make a case. You say, “No; we cannot touch that, because 
it is only one, and it is only, maybe, 5 percent of the total industry 
and that is not enough.” 

Is that right? 

Mr. Brossarp. Yes. 

Mr. Mason. Now getting back to this, here is a local union that isa 
union in a certain factory, very small or a component part of a big 
industry. 

That local union is affected, and that local union comes to you and 
tries to make a case. Wouldn’t you have to, in order to be fair, say, 
“Why, your local union is only 1, 2, 5 percent of the total workers 
in this industry,” and wouldn’t you have to then say, “We cannot take 
your case because you are a very small part of all the workers in that 
industry” ¢ 

Mr. Brossarp. Yes. 

Mr. Mason. That is all. 

The Cuarrman. Mr. Boggs. 

Mr. Boees. Mr. Chairman, I think in fairness to you and the other 
members of the Commission, it should be pointed out that your func- 
tions are considerably larger than just administering the escape-clause 
a I wonder if you would point out all the functions of the 

ariff Commission. 

Mr. Brossarp. Let me read you the first paragraph of our last an- 
nual report, which, in brief, tells what we do. It says “specific pro- 
visions of law and certain Executive orders direct the United States 
Tariff Commission to conduct various investigations and to make 
certain studies and reports. These directives are contained in sections 
3 and 7 of the Trade Agreements Extension Act of 1951 as amended.” 
That is what we have been talking about. “Executive Orders 1082 
and 10401, sections 322, 336, and 337 of the Tariff Act of 1930, section 
22 of the Agricultural Adjustment Act as reenacted and amended, 
section 201 (a) of the antidumping law of 1921, as amended, and 
Public Law 28 of 82d Congress, as amended.” 

Mr. Boces. Would you say a large part of your work is devoted 
to making determinations under the trade-agreements program ? 

Mr. Brossarp. A large part of it is involved in that, and the basic 
research that is necessary to comply with that program. But we 
have a good many investigations also under section 22 of the Agri- 
cultural Adjustment Act, and a few antidumping cases, though not 
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many, and one or two 337 cases, which are actual unfair practices 
in the importation or sale of goods in the United States. But there 
are almost no 336 investigations any more, perhaps just a few of them, 
because we are not permitted to make 336 investigations on products 
on which the duties have been reduced under the Trade Agreements 
Act. 

Mr. Boces. I think it is natural and normal that most of the ques- 
tions here should be directed in connection with the escape-clause pro- 
vision, because those are the items that most Members of Congress hear 
about. In that connection, I would like to pursue for just a moment 
some of the questions asked by Chairman Mills, particularly in con- 
nection with the limitations imposed upon you. Mr. Gray of ODM 
has appeared here. I was unable to find out what types of rules and 
regulations prevail in the administration of section 4 of the 1955 act. 

I was unable to ascertain whether or not any set of regulations had 
been issued. As a matter of fact, I did ascertain that there hadn’t 
been any regulations issued. There was read into the record a list 
of commodities which allegedly have some connection with the Na- 
tional Defense or National Security. 

I remember offhand wooden boats and dental burs, and a few other 
items. I presume that there have been some products which have been 
before the Tariff Commisison and before ODM, too, is that correct ? 

Mr. Brossarp. Yes. Watches is one, fluorspar. Well, there are 
several others. 

Mr. Boees. What are the others? 

Mr. Brossarpv. Watches, fluorspar, wool gloves, cordage. 

Mr. Boces. Mr. Chairman, I know you are reluctant to express any 
point of view on policy matters, but almost anything you say in this 
area necessarily affects policy. It seems to me this is an extremely 
confusing thing from the point of view of the person seeking relief 
and also from the point of view of our foreign trade, because if, after 
an escape-clause proceeding before the Tariff Commission is held, 
and the answer is “No,” then the same procedure may start before 
another agency of the Government. It would seem to me awfully 
difficult for either the domestic producer or the importer ever to find 
out where he stood on anything. 

Mr. Brossarp. He thinks he is getting the runaround a lot of times. 

Mr. Boggs. Is he not? 

Mr. Brossarp. You answer. I donot know. 

Mr. Jonrs. Do you want a personal opinion, Mr, Boggs, again? I 
am not the expert yet, even if I am getting older in this field. But I 
think it was an unhappy day when we injected national defense in 
the tariff matters, because I do not know where that line starts or 
stops. A healthy American economy depends on every facet, almost, 
and I wouldn’t wreck any of it. How do you define an industry that is 
affected by the national defense is beyond my poor scope. 

Mr. Boees. The best evidence of how accurate you are, sir, is the 
fact that the Administrator of this program has not been able to do 
it himself ; the Administrator of ODM has not been able to do it. 

Mr. Jones. I am not surprised, Mr. Boggs. 

Mr. Bocas. Are you saying it is your personal opinion that if there 
is to be a section 7, it oaakt to be the responsibility of the Tariff Com- 
mission ? 
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Mr. Jonxs. If you are going to use the national-defense criteria? 

Mr. Boces. Yes. 

Mr. Jonzs.: You see, I think it was an unhappy day to bring that 
criteria into the tariff matters. 

Mr. Boaes. Atall? 

Mr. Jongs. Yes, sir. 

Mr. Boces. What is the feeling of some of the other members of the 
Commission ¢ 

Mr. Tatzor. I agree with Commissioner Jones. I think there isa 
bit of confusion. There are two section 7’s. 

Mr. Boees. I am talking about section 7 of the 1955 act. 

Mr. Tarzor. About section 7 in the 1955 act and ODM. 

Mr. Boces. That is right. 

Mr. Targor. You are asking whether that section 7 should be 
merged into section 7 

Mr. Boees. I will put my question two ways. Should the section 
be abolished, or if it is not abolished, should the authority be given 
to the Tariff Commission ? 

Mr. Tarzor. I agree with Commissioner Jones that the Tariff Com- 
mission now is in no position to determine what is influenced by 
national defense, or what national defense influences in products. 
In other words, we do not have the staff to determine that, Mr. Boggs. 

Mr. Boees. Well, I know you would not want to express an opinion 
about ODM having the staff. You do have a staff that determines 
escape-clause proceedings, do you not? 

Mr. Bossarp. Yes, sir. 

Mr. Boces. I have seen some of the briefs filed before the Commis- 
sion and also before ODM, and most of the time they are just about 
the same. 

Mr. Tatzor. We receive evidence at our public hearings on the 
question of national security, and so forth. That comes in. But the 
criterion Congress has set up for us is one of finding serious injury or 
lack of serious injury only. There is no guidepost from Congress 
to the Commission setting up such things as national security. There- 
fore, I think as one Commissioner I can say for myself that I don’t 
pay attention to that kind of evidence because it is not set down by 
Congress as a guidepost. 

Mr. Boces. You are correct. But I think ODM has the power to 
write certain regulations under that section. Again, I asked Mr. 
Gray what his definition of national security was, and it was quite 
alongone. I did not understand it. 

But you are not making any recommendations along this line, are 

ou? 
‘1 Mr. Tarzor. Except that I think it should not be put upon the 
Tariff Commission to include in its findings the question of national 
security. 

Mr. Bocas. What effect does it have on the Tariff Commission if 
you know all the time that some applicant before you, by the time 
you get through with him, if he doesn’t get what he wants, is going 
to run over to some other agency of the Government ? 

Mr. Tarzor. Well, we cannot stop that, of course. 

Mr. Boces. Do you like it? 
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Mr. Tarzor. That depends upon how broad you want to look at 
this.. Practically everything that we handle in time of peril or in 
time of war becomes connected in some way with the national security, 
even a safety pin, a blanket, or practically any object. 

Mr. Boses. You can tell that by the things that ODM has consid- 
ered, wooden boats, dental burs and so forth. 

Mr. Tarzor. I wanted to say one more thing before we left the 
escape clause, if I could. You will recall in the law that the Presi- 
dent has the power to reduce tariffs by 50 percent or raise tariffs by 
50 percent. en a tariff is at a level of 100 and you reduce it 
50 percent, you reduce it to 50. But when you raise that 50, 50 per- 
cent, you only get back to 75 percent. So there is always a gap be- 
tween the 50 percent reduction and the 50 percent increase. i brin. 
this up because it borders on when do we use quotas or recommen 

uotas. 
- Mr. Boces. That was the question I was going to ask you. 

Mr. Tarzor. If we cannot, by the seatiiale that are given us by Con- 
gress, raise the duty sufficiently, then in theory, at least, the law 
ae us to recommend a quota. 

f, however, the restriction on the President in raising a duty is not 
limited to 50 percent, but we could raise the duty an ad valorem duty 
or a specific duty, up to the level that was necessary to correct the 
injury, then the question of quota would not be quite so serious as it 
is today. The handcuff that is placed upon us is that we can raise the 
duty 50 percent above the January 1, 1945, rate, but that raising of 
50 percent will never get you back to original 100 percent rate. Again, 
it is bordering on policy as to what to do. But what Con tells 
us to do is “if you cannot correct the injury by raising the duty, then 
you should recommend to the President a quota, or both.” 

That would be both an increase in duty and a quota. I think that 
is one of the problems that has caused some difficulty. 

Mr. Boces. I think the chairman looks like he wants to say some- 
thing about that. 

Mr. Brossarp. No, Mr. Boggs, I had nothing to comment upon at 
this moment. 

Mr. Boaes. I wanted to try to get some expressions from other than 
Commissioner Jones about this proposed amendment to make you 
fellows omnipotent, except for the Congress overriding you. I would 
like to ask Commissioner Sutton if he would like to express an opinion 
on that. 

Mr, Sutton. Well, sir, Mr. Boggs, that is certainly a matter of 
policy, but I am willing to express myself if you ask me to. 

Mr. Bocas. This question of policy that we keep talking about re- 
minds me of a joke. It is about the cat that. was about to eat up a 
mouse, and the mouse yelled over to another friend of his who had 
gotten up on a ledge and said, “Give me a little help here.” The mouse 
on the ledge wasn’t thinking about getting out in the line of fire, but 
he give him some advice. He said “You turn yourself into a dog and 
you will scare the heck out of that cat.” 

Then he said “How do I go about doing that?” 

And the other mouse said, “I make policy, I don’t administer it.” 

Mr. Surron. Well, sir, I believe that as far as the Tariff Commis- 
sion is concerned, we pass on these matters of injury and so on, and 
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it seems to me that there should be someone that can see the problem 
in its entirety and its overall problem rather than a narrow segment 
of it. I would advocate that that stay with the President of the 
United States. I believe, sir, that he has far more ability and staff 
to oversee the problems that confront this country, and as a citizen 
I would certainly welcome seeing that remain in that position, because 
I think he is responsible for the foreign-trade policy of the country. 

Mr. Boaes. Mr. Talbot, do you have any opinion on that? 

Mr. Tarzor. Do I have an opinion? I agree. I think Commis- 
sioner Jones expressed that opinion before, and I agreed with him. 

Mr. Boees. Mr. Schreiber ? 

Mr. Scureiser. I feel pretty much the same way about it, since we 
are not going to get into the matter of national defense, apparently, 
and 4 or 5 other angles, or international relations. 

Mr. Sutrron. I would like to say something on that defense busi- 
ness, too, Mr. Boggs. Since I have been on the Commission, prac- 
tically every applicant that brings a case in there waves the flag and 
says that his industry is slasiebely essential. Many times I have not 
been able to see any connection at all, any more than any other indus- 
try might be. 

I think it is just one argument that is many times advanced which 
has no validity whatsoever on the bearings of the case before the 
Commission. 

Mr. Boses. Mr. Dowling, would you care to express yourself on 
the first question ? 

Mr. Dowttnea. Yes, sir, I would. I agree with Commissioner 
Jones and the other Commissioners. As Commissioner Sutton has 
said, they all come in and each and every one of them tells us that 
they are employing the particular business from a patriotic stand- 
point, pure and simple. 

Mr. Boees. I would like you to comment on the question of giving 
you complete authority on escape-clause cases. 

Mr. Dowt1na. On escape-clause cases ? 

Mr. Boces. Yes. 

Mr. Dow.tine. Yes. What we do in the escape-clause situation, sir, 
is this: As I say, they come in, and we recognize the Congress has 
given specific considerations to other agencies to consider that are not 
within our particular jurisdiction. They were given them before us. 
I agree with Commissioner Jones that I do not feel that I am capable 
and competent in a situation to decide whenever a national defense or 
national security problem is to be considered, as a question of inquiry 
by the Commission. I think it is purely without our scope. It is a 
burden which we should not have imposed upon us. 

As Commissioner Sutton said, the President of the United States 
certainly is most capable one to know what is necessary in those 
instances. 

Mr. Boaes. Mr. Chairman, everybody has expressed an opinion but 

ou. 
; Mr. Brossarp. I don’t think it is impossible at all for the Tariff 
Commission to determine it. If anybody can determine it the Tariff 
Commission can determine it. If we have access to the records that 
are available in the Departments of the Army, the Navy, the Air 
Force, and the rest of them, and they had to furnish it to us, or if we 
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could ask them to testify before us, and give us the information, we 
could get it. But in my humble opinion, it would not be advisable to 

ut that authority with the Tariff Commission. I would much rather 
Save it where it is. I think it would be an extra burden on the Com- 
mission which we are not at the present time set up to take over at 
all. But it is not one thing that is impossible. The men can do it, 
the Tariff Commission can do it. 

Mr. Bocas. The second part of my question is whether or not your 
decision should be final, except for overriding by Congress. 

Mr. Brossarp. Well, I don’t like to express an opinion on that, Mr. 
Boggs. 

Mr. Boees. The other Commissioners have. 

Mr. Brossarp. Whatever Congress does is all right with us. You 
determine the policy, not us. If you like it that way we will do it 
that way. If you like it the way it is, we will do it that way. 

Mr. Boses. That is all. 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes. I would like to return to the present language of the 
escape clause itself, particularly paragraph 3 of section 7 (a). I 
believe you answered that with respect to items frozen on the free 
list; the act of freezing it is a concession and, therefore, you would 
have jurisdiction to hear a case where a contention of injury was made. 

Mr. Brossarp. That is right. 

Mr. Byrnes. Let us assume, then, that you find that there is an 
increase in imports. Do you assume from that increase in imports 
that the concession, freezing it on the free list, has caused that increase 
in whole or in part? Do they have to come in and make an actual 
proof of some kind? 

Mr. Brossarp. They have to show some causal effect of binding on 
the free list. 

Mr. Byrnes. Can you make the assumption that if Congress had 
imposed a duty on this particular item, that there would be less im- 
ports of the item into the country ? 

Mr. Brossarp. Well, I think that would be the purpose of it, and 
I suppose that it would be somewhat effective or it would not be done. 

Mr. Byrnes. What I am wondering about is where you go in this 
area of presumption, or where the petitioner has to go in the area 
of proof, in the case where the item is bound on the free list, and 
there is no action taken one way or the other, by Congress, by the 
President, or by anybody else, other than to say “We are going to 
agree not to put any duty on this particular item.” 

Mr. Brossarp. There is very wide discretion left there. 

Mr. Byrnes. Why should there not be an assumption made that 
if there is an increase in imports, that that increase would not exist 
if Congress had been free to impose a duty and was not bound by an 
agreement not to impose a duty ? 

Mr. Brossarp. The presumption is, and the law requires us to take 
only into consideration the tariff treatment extant so that the tariff 
treatment there would be bound, no duty, and, as a result, the imports 
increase. Consequently, the presumption would be that they in- 
creased because there was no duty. But to just say that without any 
evidence that it was caused by binding is something else. 

Mr. Byrnes. My point is how could a person actually prove that 
the imports are a result of the binding on the free list ? 
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Mr. Brossarp. I don’t think you can prove it. 
Mr. Byrnes. So really, in a sense, under the present wording of the 
law, an item that is bound on the free list, hasn’t got a ghost of a 
chance as far as getting relief under the escape clause 

Mr. Brossarp. I wouldn’t say that exactly, because it leaves a lot to 
the discretion of the Commission. If the Commission decided that 
the cause of the increased imports was in part a result of the binding, 
the Commission would find injury. 

Mr. Byrnes. Let us move to the next item. Let us assume that you 
do find on some items bound on the free list, that there are increasing 
imports, that there is serious injury to the domestic producers. What 
can you do? 

r. Brossarp. Put on a quota is all. 

Mr. Byrnes. That is all? 

Mr. Brossarp. That is all. 

Mr. Byrnes. Just imposes a quota, under the present wording ? 

Mr. Brossarp. That is right. 

Mr. Byrnes. Don’t you think it might be advisable to give you 
discretion to move into other areas than just using the quota? 

Mr. Brossarp. Yes; I think it would be probably be very advisable, 
because a duty would not be as restrictive as a quota, though maybe 
a duty would be satisfactory. 

Mr. Byrnes. So, in a sense, there is a deficiency in this present par- 
agraph in that you are restricted in what you can recommend in order 
to correct a situation. 

Mr. Brossarp. Yes. Of course, there is almost no opportunity for 
treating in this same way any of the rates of duty that have not been 
changed in a trade agreement as well, if you wanted to go into that, 
if you wanted to put them on the same basis as the rates that were 
adjusted in the trade agreement. You would have to provide that 
any existing rate could be adjusted to prevent injury. 

Mr. Byrnes. Now let me inquire about the use of the quota, and the 
attitude with which the Commission approaches the possible recom- 
mendation of a quota. In the general agreement on tariffs and trades, 
in which this country participates, we have said, in effect, have we not, 
that the use of quotas should be frowned upon? 

Mr. Brossarp. That is in the agreement. They are prohibited, 
except under special circumstances. 

Mr. Byrnes. Yes. Do you bear that factor in mind when you come 
to the point of making a recommendation to prevent or remedy an 
injury ¢ 

r. Brossarp. Well, I think only to the extent that we consider that 
a more extreme remedy, as Congress has done also in instructing us 
when an increase in the rate of duty is not adequate we can put a 
quota on as well. I think that is recognized as such, so that to that 
extent we would say yes, we consider the imposition of quotas as 
being prohibited by the Trade Agreements Act. 

But our controlling direction is the Congress. 

Mr. Byrnzs. I have heard it said that the Commission feels com- 
pelled to avoid the recommendation of the imposition of quotas by 
reason of executive attitude, by reason of the fact that we also are 
participants in the General Agreement on Tariffs and Trade, where 
we have said it is a naughty thing to impose quotas. What can you 
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tell me as far as what the actual attitude of the Commission is in that 

respect ? 
Mr. Brossarp. I think there is a reluctance to in quotas on, and to 
increased enough 


recommend quotas. Certainly if the duty can 
to be effective, we avoid recommending quotas. 

Mr. Byrnes. What if that was the only remedy ? 

Mr. Brossarp. If the only remedy was quota, we would recommend 
it, whether the President put it on or not. 

Mr. Byrnes. That does not color your judgment; it does not 
encourage you to inquire as to whether or not you should go back 
and look at the question of injury so that you would not have to im- 
pose a quota ? 

Mr. Brossarp. No, sir. We do all of the investigating and get the 
facts first and we come to the remedy the last thing. The remedy 
is to correct the injury found. If the injury found cannot be cor- 
rected by a duty, then we would resort to quota. 

Mr. Taxsor. I think, Congressman Byrnes, your first question was 
whether article XI of the GATT influences our decision. 

Mr. Byrnes. Yes. 

Mr. Taxzor. It does not, as far as I am concerned. 

Mr. Brossarp. It does not for any of us. 

Mr. Tatzor. The guidepost that a Commissioner uses, I paliene, 
is the guidepost laid down by Congress. We are aware of section 
of GATT, of course, but that applies not only to articles that are con- 
cession items, but it applies to all our trade. We set up.as a policy 
in the GATT that we wal never put a quota on anything. 

Under article XIX of the GATT, however, the escape clause that is 
— does not prohibit the use of a quota or an increased ad valorem 

uty. 

So long as the injury exists even under the GATT, a quota is an 
essential remedy. 

We do in agricultural products, as you know, put on very restric- 
tive quotas under GATT, and I assume we get a waiver from the 
other countries of GATT to keep on that qouta so long as it is neces- 
sary. Of course, there it isn’t injury, but it is interference with 
the program of the Department of Agriculture, AAA, but in direct 
answer to your question, we do not consider it. 

The other part of your question was whether we were influenced 
by the President’s decisions. 

Mr. Byrnes. We know the attitude is to be opposed to quotas. 

Mr. Tatpor. Yes. 

In the last 2 or 3 years, we have recommended quotas in at least 
8 cases. The President has turned down the quotas. Of course, it 
must have some influence, the fact that three times we have recom- 
mended quotas, and three times we got nowhere. Is that what you 
mean ¢ 

Mr. Byrnes. Well, that part of it; yes. 

Mr. Tatsor. We recommended a quota in wood screws, we recom- 
mended a quota in clothespins, and recommended a quota in ground 
fish fillets, all within the last 3 years. None of them was accepted. 
It is not for us to criticize why they weren't. 

Mr. Byrnes. I am not suggesting that. I am inquiring as to how 
that affects your attitude as far as recommending quotas. 
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Mr. Tatzor. To be perfectly honest with you, it is bound to have 
an effect upon me, anyway. I don’t know about the other Commis- 
sioners. But apparently, the use of quotas as a restrictive remedy is 
frowned upon. 

Mr. Byrnes. The reason I am prompted to ask this line of ques- 
tioning is that I have heard representatives of industries tell us they 
were injured, and injured by imports, and also felt that no matter 
what duty was imposed upon them, it would not solve the problem, 
that what had to be done if they were to get relief would be through 
the imposition of quotas. Because that was the only effective remedy, 
they did not feel they could bring it to the Tariff Commission because 
the Tariff Commission would avoid a finding of injury and every- 
thing else in order to avoid the recommendation of a quota. 

Mr. Tatzor. Congressman, in section 22 there is a provision, I think 
it is 22 (f), which reads as follows 

Mr. Byrnes. Section 22 is pretty clear. There is no question about 
the quotas there. There is, however, a question when it comes to the 
escape clause. 

Mr. Tatzsor. In section 22 (f) there is a provision that no treaty 
or international agreement heretofore made or hereafter made shall 
in any way affect the putting on of quotas. There is no such similar 
provision in section 7. 

Mr. Jonzs. Congressman, may I speak as one who is not particu- 
larly friendly, in theory at least, to quotas. But as long as that is 
law, if I do not believe that the maximum increase in the duties can 
be an effective remedy, I will certainly continue to recommend a 

uota. 
, I have not been swayed by the GATT provisions or by executive 
attitudes. I am sorry that that impression gets out, but I have heard 
it also. 

Mr. Byrnes. That is why I wanted to see if, by having the Com- 
mission here, we could clarify the Commission’s attitude with respect 
to that particular matter. 

Mr. Brossarp. I do not think anybody on the Commission is in- 
fluenced in his finding or recommendation of remedy by that GATT 
provision, nor by the President’s actions. We will continue to rec- 
ommend them. What the President does with these is his business. 
He is given authority by the Congress to do what he does, and he 
does it in accordance with his own views. The Tariff Commission 
is given its authority and responsibility and it is going to continue 
to do it as we are required to do it under the law. Let the chips fall 
where they will. 

Mr. Byrnes. I have just one further question. I started to ask 
it earlier when I interrupted the chairman of the committee. What 
would be the difficulty created if we eliminated from this paragraph 
3 of section 7 (a) the wording which makes you look to the question 
of whether the concession has caused the increase in imports? If 
we just eliminated that aspect completely and said that the Commis- 
sion shall determine whether a product is being imported in quantity 
and is, as a result, injuring a domestic industry, would that create 
any difficulties ? 

Mr. Brossarp. I think we are far enough away from the war now, 
and those conditions which intervened in a good many of these changes 
of rates, so that it would have hardly any effect at all. 
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Mr. Byrnes. In other words, that could be eliminated without 
changing the situation ? 

Mr. Brossarp. Yes, sir. 

Mr. Byrnes. But it would eliminate the need of getting into the 
bothersome trouble of the item I talked about before, on the free list, 
where there has been an increase in imports. You would not have to 
worry about that problem of trying to tie it in with the matter of the 
concession ¢ 

Mr. Brossarp. That is right. 

The Cuatrman. If the committee or the Congress should adopt the 
suggestion of Mr. Byrnes, the escape-clause action would still be a 
plicable only to those items on which concessions have been made, 
plus the items that have been, pursuant to a trade agreement, bound 
on the free list; is that right? 

Mr. Brossarp. Well, I a not see that it would change it, if it would 
just affect those rates. The escape clause itself is in a trade agreement. 

The Cuatrman. That is right. The escape clause itself is part of 
the trade agreements and thus it applies to the rates that have been 
reduced or bound in a trade agreement. 

Mr. Brossarp. Yes. Unless you enlarged it to include all other 
rates, it would apply to trade agreements rates. 

The Cuarrman. It is quite evident, gentlemen, that we cannot con- 
clude our ‘discussion at this one session. It will be neeessary for us 
to come back at 2 o’clock, because of the fact that many other members 
of the committee have questions. I wish to get into a discussion of 
the peril point myself later on. We will recess until 2 o’clock. 

(Whereupon, at 12:35 p. m., a recess was taken, to reconvene at 
2 p. m. of the same day.) 


AFTERNOON SESSION 


After recess, the committee resumed at 2 p.m., Hon. Wilbur D. 
Mills (chairman) presiding. 

The Cuairman. The committee will please come to order. 

Mr. Taxsor. Mr. Chairman, our chairman has asked me, on behalf 
of the other Commissioners, to make a clarifying statement on a ques- 
tion that was propounded here this morning and the answers that 
were given and the interpretation that we have since found out that 
others in the room and members of the press got from those-answers. 

You will recall, Mr. Chairman, that you asked about whether or not 
the Tariff Commission should consider other factors than serious 
injury in arriving at its determinations. Specifically, you spoke of 
national security. 

Section 7 in the 1955 act was mixed up with section 7 in the 1951 act. 
The section 7 in the 1955 act has to do with ODM duties; the section 7 
2 the 1951 act has to do with the Tariff Commission and the escape 
clause. 

As a result of that, our chairman, I believe, said that he alone felt 
that if we had doubled the staff we could take on the duties of determin- 
ing even national security within the Tariff Commission if Congress 
ordered us to do it. 

The other Tariff Commissioners took a different position and said 
that we thought that only the concept of serious injury should be con- 
sidered by the Tariff Commission. Mr. Boggs then asked a question 
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which involved, some of the Commissioners thought, the same question 
you had asked, but which at least Commissioner Sutton and, I believe, 
Commissioner Jones, thought was directed to where our reports should 
go: should our reports continue to go to the President. 

Four of us did not have that idea at all in mind, and, in answering 
the question, we were simply answering as to whether other concepts 
other than serious injury should be included in our report. 

From that, the notion has been set forth that all of us felt that our 
reports should continue to go to the President. 

The fact is that four of us—Chairman Brossard, Mr. Schrei- 
ber, Mr. Dowling, and myself—take no position as to where our 
reports should go. In other words, we feel that that is a question of 
policy that the Congress should determine, and that we have no 
opinion on it. 

As I understand it, Mr. Sutton believes that the reports should 
continue to go to the President. 

Is that correct, Mr. Sutton ? 

Mr. Surron. I understood Mr. Boggs’ question that he asked me 
specifically and directly, a question as to where I thought the reports 
should go. And I answered that I thought they should continue to 
go to the President of the United States because he had more informa- 
tion than just the mere matter of injury to decide whether a case 
should ‘be decided favorably for the industry or unfavorably; that 
he had the matter of foreign policy ; that he knew about the conditions 
with our allies; and he knew about the cold war and the economic con- 
flict with Russia. And, therefore, I felt that our reports should con- 
tinue to be made to the President of the United States. 

Mr. Tatzor. And Mr. Jones? 

Mr. Jones. I don’t think anyone asked me the direct question, but, 
if the related question had been asked, I would have said, following 
my testimony, that I feel that nearly all if not all of our cases involve 
international affairs and, many of them, national defense, and only 
the President of the United States would be in a position to take those 
factors into mind, 

Therefore, I would have said, if asked the direct question, that our 
reports, in my opinion, should continue to go to the President of the 
United States. 

The Cuatrman. Gentlemen, I don’t know that there was any mis- 
understanding on Mr. Boggs’ part or mine. Mr. Boggs is not here 
at the moment. Certainly there was not on mine, because I was not 
raising the question as to your opinion of where the reports ought to 
go, because I think that is entirely beyond the purview of what we 
ought to expect you to discuss with us. 

y question had to do—and I thought Mr. Boggs’ question had to 
do—with the capacity, the capability and so on that exists within 
the Tariff Commission, and not only the Commissioners but the people 
employed there under you, to go into matters other than the question 
of injury in reaching a conclusion with respect to what your recom- 
mendation ought to be. 

My question had no reference whatsoever to the person or body to 
whom you should direct your report. 

Mr. Tatsor. That is the way I understood. 

Mr. Brossarp. I thought that, too. 

Mr. Jones. I did, too. 
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The Cuairman. The conclusion that I drew from the questions that 
I asked and from the questions that Mr. Boggs asked was that you 
gentlemen are not down here begging us to er you the authority to 
make the final decision; certainly not on the basis of the staff that you 
now have. And that, if we should decide to repose in you the final 
decision, which a number of people want reposed in you, I understand 
that, all of you, other than the chairman, thought it would be very 
difficult for the Tariff Commission to have such responsibility. But 
the chairman, as I recall, said that if we wanted you to do it, you 
thought the Tariff Commission could do it. 

Mr. Brossarp. And that I didn’t think it was advisable to do it. 
I said we could do it, but I didn’t think it was advisable to do it. 

The Cuarman. That is right. 

I think that was pretty generally what was discussed this morning 
in answer to my own questions. 

So I wanted you to know that at least I was not confused by your 
answers. 

Mr. Tatpor. Thank you, sir, very much, Mr. Chairman. 

The Cuarman. Mr. Curtis. 

Mr. Curtis. Mr. Chairman, I would first like to say that I am ver 

leased that the Commission made this point clear because I, myself, 
ioe felt that it was not clear, and I had a series of questions that I 
was going to ask along that line to see if I could clarify it. 

I still feel that there is some area of question here. 

By way of pone getting this resolved, Mr. Chairman, could I 
ask one question. Il am going to confine myself to the escape clause 
aspect. 

ie I understand it, you are then going to take up the peril point. 

The CuairmMan. I would not want you to defer tome. If you have 
some questions on peril point, go right ahead. 

Mr. Curtis. I do want to ask further questions, but I am confining 
myself to discussion on the escape clause. 

No. 1, under your proposed use of the escape clause would it make 
any difference, as for the procedures that you follow and have set 
ups would it make any difference in the judgment that you make 
whether your report went to the President or to the Congress or how- 
ever the law said? It wouldn’t; would it? 

Mr. Brossarp. Not a bit. It wouldn’t make a bit of difference. 

Mr. Curtis. It makes it quite clear in my mind, at any rate, that 
your answers to questions directed as to where your report might go 
are purely your reactions as individual citizens, and, as far as the 
Board’s functioning is concerned, it would not make any difference. 

Mr. Brossarp. It would not make a bit of difference. 

Mr. Curtis. There might be a difference, though, if, instead of 
confining your findings and report to the escape-clause aspect, we 
were to impose some burden upon you in regard to the national- 
security clause. That would add tremendously to the burden. It 
would double it. 

Yes. That is where I think the distinction lies, and that would be 
based upon whether we would ask you to do anything further beyond 
the escape clause. But, as for this question of where the report on 
the escape clause would go, whether to Congress or to the Presi- 
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dent, it wouldn’t make any difference on your procedures or how you 
decided the case, as I understand it. 

Mr. Brossarp. Nota bit. 

Mr. Curtis. Just to tie in the national-security clause, although I 
don’t intend to ask questions on that, has the Commission been re- 
quested to supply information to ODM in regard to matters that have 
come up under the national-security clause ? 

Mr. Brossarp. Yes, we have. ' The Tariff Commission is, in a way, 
the repository of information upon imports and competition in the 
United States, and whenever the State Department or any other agency 
of the Government wants that information they od upon us for 
it. 

Mr. Curtis. Does that information essentialy come from your func- 
tioning under the escape-clause procedures, or does that come from 
other sources as well ? 

Mr. Brossarp. It comes from all the sources that are available to 
us. 

We have our general research work that tries to keep as much of 
it as we can up to date, as far as our staff is able to do so. 

It comes from special investigations of all kinds that we make un- 
der the escape clause or elsewhere, and from our New York office 
where we break down the schedules that are basket clauses listing 
imports in more detail than the Census Bureau does. 

All that information is available for any agency in the Government, 
and we are required under the law to cooperate with the other agen- 
cies of the Government in furnishing such information. 

Mr. Curtis. We have had the testimony of Mr. Gray of ODM in 
regard to some of the applications under the security clause. Mr. 
Gray reported that they were, I guess, put on the shelf, as it were, 
because they were being handled by the Tariff Commission under the 
escape-clause mechanism. I think there were about 4 or 5 that are in 
that category now. 

In pursuing your escape clause procedures has the Commission ad- 
vised in any way the ODM that escape-clause procedures are being 
followed and that they are adequate or inadequate to handle a par- 
ticular problem ? 

Mr. Brossarp. Of course, our investigations are public. We an- 
nounce them publicly and put out an announcement in the Federal 
Register and other places, and in the newspapers, so that they know 
what we are undertaking, because it is spread far and wide. They 
know when applications are made to them whether or not we have 
an escape clause, but, if they should call us, we would tell them anyway. 

Mr. Curtis. I know that he would know that was published, but 
my question was whether or not there was any consultation between 
ODM and the Tariff Commission in regard to possible jurisdictions 
of the national-security clause as opposed to the escape clause. 

Mr. Brossarp. None whatever. They are not related. 

We do our job on the escape clause totally independent of them, 
and they do theirs under the administration of the defense program 
totally independent of us, except for the basic information which 
is applicable in both cases. 

Mr. Curtis. One of the reasons I ask that is that there have been 
statements made and I think there is a general public conception that 
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the national-security clause is a sort of glorified and new type of escape 
clause, and the question has come up as to what is the distinction be- 
tween types of cases that would be handled under the escape clause 
and those that might be handled under national security. 

Mr. Brossarp. It may be the same product under consideration, but 
the national security considers what is necessary for defense and for 
the security of the Nation. If an industry does not get protection 
that they need from the Tariff Commission, then maybe they would 
go over to the national defense and try to play up the national defense 
angle of their case to see if they can’t find relief there. 

Mr. Curtis. That is the whole point. 

From the testimony that has come forward, there doesn’t seem to 
be any real clear line drawn between what kind of case might be 
brought under the escape clause and what might be brought under 
national security, and it appears that there might be what amounts 
to a lot of duplication of work on what the criteria might be. 

The only reason I raise the question here is to ask whether the Com- 
mission has given any thought to that or whether it has been a prob- 
lem that has Sothanad you people in any respect, 

Mr. Brossarp. It hasn’t bothered us in the least because we pay 
no attention to it. We consider only serious injury. That is what 
we are charged with by the Congress, and that is all we undertake. 
We don’t have anything to do with the national security. 

Mr. Curtis. Has there been any feeling at all that any of these 
cases under national security have, in effect, been an appeal to another 
tribunal from an unfavorable finding under your escape clause? 

Mr. Brossarp. I couldn’t answer for that, but I will say that there 
have been cases where they have filed an escape clause and didn’t get 
relief, and ney have gone to the Office of Defense; and, also, they have 
filed in both places at the same time. 

Mr. Curtis. That is the kind of information I am interested in. 

The chairman, in asking you the type of hearings that you held, 
elicited the information that they were not the adversary type. I 
raise this question : 

If the power of subpena were given to you—which, incidentally, I 
tend to strongly favor—don’t you think that your type of hearings, or 
ame of them at any rate, might well develop into an adversary type of 

earing ? 

Mr. wea No; because we would not necessarily subpena them 
to come to the hearing. 

We might subpena them to furnish us the information, and we could 
either go to their books or they could bring it in. We might ask them 
to bring it in, and, if they bring it in, that is one way; and if they 
don’t, if we send our experts up there, they would be required to give 
it to us. 

Mr. Curtis. Let me make a suggestion. 

The experience of our con ional committees has been that this 
kind of hearing, and most of the hearings that the Ways and Means 
Committee conducts, which are a voluntary type of hearing, have not 
produced the complications that the Congress has experienced in their 
type hearings where they have had to issue subpenas. 

I know you are well aware of the complications that we have gotten 
into through that other type of hearing. And I think, if we do grant 
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the subpena power, the Commission might well—and I think our 
committee might well—give some added thought to the effect that 
would have on the type of hearings and whether or not safeguards 
would not have to be placed in to be sure the hearings are conducted 
with proper regard for the people whom you do have appear. 

r. Brossarp. Wherever we have had to use the subpena power, or 
even threatened it, we have gone to the courts, and the industry has 
come across. We have never had to force them to do it. We have 
asked the court to do it 2 or 3 times, and the court notified them that 
they had to do it, and they have given us the information. There has 
never been any trouble about it; 99 times out of 100 they have given it 
to us voluntarily without any question. 

Mr. Curtis. Once you gain the — na power, I suspect that you 
are going to find that you are going to have some problems there. 

I have one other very basic question in regard to procedures. 

In your decisions on these various escape-clause cases your report 
and findings are reported, are they not, in the Federal Register ? 

Mr. Brossarp. Yes; they are. 

They are made public first. Our reports are made public, available 
to anybody and everybody the same day they are sent to the President. 

Mr. Curtis. Has there developed some element of stare decisis in 
your hearings which would tend to give some certainty to the defense 
figures of these various terms that we have been discussing, like what 
is domestic industry, what is serious injury, and so forth? 

Mr. Brossarp. I think each Commissioner has certain definite things 
in mind when he finds it, but they are not all the same exactly. 

Mr. Curtis. However, I am directing myself to procedures. I am 
talking about whether, as a result of the fact that you do have written 
reports and written findings and these are reported, stare decisis has 
not entered to some degree at any rate in helping to find these various 
terms, even granted that you have differences of opinion. 

Mr. Brossarp. I think the experience has helped to develop the 
views, of course, with respect to the cases, as shown in the reports, that 
have been made public. 

Mr. Curtis. Are they cited, for example? 

Mr. Brossarp. No, not as precedents, because each individual case 
is so different in this field that there just isn’t any precedent. 

Mr. Curtis. I cannot quite agree with that. 

That would be true of any law case. 

I am asking this for a very important reason. 

Any time Congress attempts to pass enabling legislation, the ad- 
ministrative tribunal—whatever it is—is going to have to do some 
interpreting. And, in my judgment, rather than have the Congress 
attempt to go in and pin down terms, it frequently is a lot better to 
allow those terms to be defined, as we are all familiar with common law 
definitions, through the process of stare decisis. 

So, what I am directing my question to is whether or not maybe 
that isn’t the best way to go ahead in defining these various terms— 
what domestic industry might be, what serious injury might be, 
whether or not a body of stare decisis might grow up which would, 
to a large degree, solve this problem. 

Mr. Brossarp. I think the best way to do it is probably that way and 
not to attempt too specifically to define it, because we find that each 
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time we ge more specific definitions we get in probably more trouble 
than we do when we don’t have them...... ies 

Mr. Curtis. That is what.I am thinking. , It is very important,at 
this point because many of the members of this committee are think 
in terms of possibly getting some other verbiage in this thing, an 
I honestly don’t know how much you have allowed stare decisis to, enter 
into the definition of these terms. ) 

If you think that it cannot be done in that fashion 1 would prefer 
to see it go along. Maybe the Commission. might give some further 
thought to enlarging their reports a bit so that you could develop 
stare decisis as a process of defining these nebulous terms, 

Mr. Brossarp. I am not sure, but I think probably that the in- 
dividuals on the Commission would cite prior decisions of their,own 
in order to clarify or fortify their present decisions in a case, The 
division, if there is a division, would persist. 

Mr. Curtis. That is, of course, the problem of any panel group: 

Now it comes down to a question, I think, which relates to these 
other questions. Originally and at the present time the Tariff Com- 
mission is an even-number board, and at the time it was created it 
was felt that it could be because it was largely a factfinding board, 
as I understand the logic. 

Mr. Brossarp. That is right. 

Mr. Curtis. Since that time it is very obvious, to me at any rate, 
that the Tariff Commission has been required to actually go beyond 
what we would have called factfinding, and has been getting into the 
area of policy to some degree. 

I am wondering whether or not the fact that you are an even- 
number board has in any way delayed or deterred the process or the 
functioning that you are required to pursue to follow out the course of 
action that we have set for you, and whether an odd-number board 
under the circumstances would be helpful. : 

I am not asking you to get into policy. Lam simply asking whether 
you think that the even number has in any way, as a procedural mat- 
ter, delayed or in any way interfered with the functioning of the 
Commission. 

Mr. Brossarp. For some time before the recent amendments, an 
even decision—a 3-to-8 split—meant that there was:no action, and 
that meant that people would be denied their right, even of the hear- 
ing. If you should vote three against ordering of an investigation, it 
would kill the investigation. : 

But there has been an amendment adopted so that, when 3 Com- 
missioners vote for an investigation and 3 vote against it, the3 voting 
fer the investigation carries the resolution. That is an amendment 
in the law. That isn’t something we have done. That is what you 
men did for us, which got us off that dead center. 

Also, when a report goes to the President, under the escape clause, 
if it should be 3 to 3, according to the amendment that has been 
adopted now and is in the law, the President may take either group, 
and whatever the President decides makes a majority of the decision. 

Mr. Curtis. Would it not be better, if it were determined that stare 
decisis would be helpful, to have an odd-number board, because then 
decisions could be reached with a majority and minority, and, there- 
fore, even though the individual Commissioners would have their 
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own views, just as a court functions, as a court you would have a 
majority and minority view in regard to a specific decision. 

Mr. Polina: Of course, it would have that advantage, but, on 
the other hand, with the Tariff Commission the law provides that 
there are 6 members, and the law says there shall not be more than 3 
of any one political party. 

The tariff question being rather controversial, that has taken it as 
far as it could be taken out of the political field. 

Mr. Curtis. May I interject right there? You said political field. 
I don’t know exactly what that means. It certainly isn’t ened 
because both parties seem to be split on these questions of free and 
protective. 

Mr. Brossarp. That was back in 1916 when the tariff bill was 
passed. 

Mr. Curtis. I thought you were referring to the situation today. 

Mr. Brossarp. No. ‘That was back in 1916 when the act was passed. 
It made it 3. and 3. They did that because they had just had expe- 
rience with the Tariff Board. They had an odd number on the 
Tariff Board. It was passed during the Taft administration and 
there were 2 Republicans and 1 Democrat and they thought that 
the Tariff Board got off a little bit too much on the protectionist side 
so that when the Wilson administration came in they simply cut 
off the appropriation to the Tariff Board and that ended that. They 
made only one series of reports. In order to avoid a situation of that 
kind again what they did was make that 3 and 3 on the Tariff Com- 
mission and it has been that way ever since. 

Mr. Curtis. One final question on this thing and then I am finished. 
Would it not be better to set down a criteria today—thai is after 
6 or 7 years of practice—and judge each case in the light of these 
criteria rather than to make up. the criteria for each case as you go 
along? In order to understand that question I point out that in 
1948 in response to a resolution of the Committee of Ways and Means 
the Tariff Commission did set down criteria in its group report and 
this applied to the Executive order on the escape clause of 1947. 

Why wouldn’t that be a good procedure? 

Mr. Brossarp. That might be a good procedure if we could get such 
an agreement on a program of that kind: That procedure has pretty 
much been followed ever since then. 

Mr. Curtis. It is a different escape clause we have now. 

Mr. Brossarp. Yes; it is and in certain ifications in the act too 
that we are to take into consideration. If Congress had wanted to 
specify that for the Tariff Commission in addition to the criteria 
they now have in the law and say anything more or even to codify it, 
we would have no objection to doing it, if you would do it in such 
a way that we could operate. 

Mr. Curtis. That 1s, of course, what I am talking about. After 
you have had 6 or 7 years’ experience wrestling with these terms it 
seems to me we ought to be in the position of codifying it, if you 
please, or at least setting them down and using them as sort of a basic 
stare decisis. : 

Mr. Brossarp. Our reports under the escape clause are all avail- 
able and they are published reports and the views of all the Com- 
missioners are expressed there as clearly as they can be expressed. 
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Mr. Curtis. Yes. That comes back to the basic question I asked, 
Are those cited in the hearings that you hold today and do they have 
influence with the Commission in the nature of stare decisis? and the 
answer I got was that it didn’t. 

Mr. Brossarp. Each industry, Mr. Curtis, is an entirely different 
proposition and I don’t think it would be possible to sterotype these 
things. 

nae I cannot go along with that at all because that is true 
in my field of common law. You never have development of common 
law Leann each individual case is different and you never have a 
White Horse case, but we do know we have developed guidelines 
through that process and I am a little bit disturbed in getting these 
answers in that I sense a reluctance at any rate to go ahead and use 
this method of defining these terms instead of having Congress go in 
and come up with new terms which would have to be defined in the 
same etn. 

Mr. Brossarv. I wish you would poll my colleagues on that ques- 
tion, I have just spoken for myself on my understanding of what the 
Commission thinks, but I will be glad to have them speak for 
themselves. 

Mr. Curtis. I will conclude by asking each one of the Commissioners 
if he cares to comment on this possibility. 

Mr. Jones. I would like to comment, Mer. Congressman, as a per- 
sonal matter. I think you have a point. I am one of the new ones, 
only 24% years on the Commission, but I have felt that our reports 
were too short, if you please, that we use the economic analysis by and 
large and we do not discuss, for example, the problems that we have 
had in determining an industry. 

| don’t want to go so far as to say that my decisions ought to be stare 
decisis and binding on me because of the wide variety of cases and 
problems, but I do feel that we should say more and not less regard- 
ing the problems that arise, the definition of an industry; and the 
present speaker is attempting to beef up, if you please, his own re- 
ports, so that you and the public will know the problems that I feel 
arise under the interpretation and application of the statutes, and the 
changes that have been made therein. 

I also feel that you have a point in this subpena business, as that 
may drive us into some unhappy situations. I don’t know. 

I will have to delve into my legal training on that. If that brings 
in adversary proceedings, I am going to think twice. 

Mr. Curtis. I don’t know that it does. 

Mr. Jones. I don’t either. 

Mr. Curtis. I Frag your comments. I think it is clear that 
when I was using the term stare decisis I hope I was not implying that 
you would ever get the rigidity that sometimes you do get, but I assume 
you refer to a type of process. 

Mr. Brossarp. The Tariff Commission has had the authority te 
subpena witnesses ever since the flexible provisions were adopted in 
1922 with respect to sections 315, 316, 317, in the old act, in 1922, in 
336, 332, and 336 in the Tariff Act of 1930, and we have never had any 
trouble at all like you suggest we might have. 

Mr. Curtis. If any of the other Commissioners would care to com- 
ment, I would be glad to have you do so. If not I am finished, Mr. 


Chairman. 
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Mr. Hotmes. Mr. Chairman. 

The Cuarrman. Mr. King has a question. 

Mr. Kine. First, Mr. Chairman, I want to state for the benefit 
particularly of the gentlemen of the Commission here that the session 
this morning has been rewarding and helpful as far as I am con- 
cerned. I think because of it we will have more of an understanding 
of the problems faced by you gentlemen, which are very much 
similar to the problems we face day after day. I just received a letter 
that takes us back to section 7 of the Extension Act of 1951. I will 
read a portion of it and then I have a question to propound: 

There are two primary things that require being kept in mind with respect to 
tuna and the Reciprocal Act. 

This is most interesting, by the way, because it deals very much with 
the question raised by Member Holmes, of this committee, and I think 
Member Byrnes also, which relate to the segmentation of an industry 
for purposes of the escape clause. 

This I think is perhaps one of the most flagrant cases of an industry 
being involved with its products in such a way that the relief just 
does not appear to be possible. 

Frozen yellowfin and skipjack tuna are not the subject of a duty and they are 
not included in any trade agreement. Consequently, there are no safeguards in 
the Reciprocal Trade Agreement Act as now in force or as contemplated to be in 
force which would have a beneficial effect with respect to these two tunas. These 
two types of tuna are actually the largest single bulk of tuna that come into this 
country. 

The escape-clause provision has no effect with respect to them. 

2. Frozen albacore is bound on the free list in the Japanese trade agree- 
ment. Consequently this is subject to escape-clause proceedings. However, a 
binding on the free list canot be demonstrated to have been damaging to the 
industry because there was no duty or quota or anything else imposed. Accord- 
ingly, when our albacore cooperatives petitioned the Tariff Commission last 
August to have an escape-clause proceeding with respect to the frozen albacore, 
the Tariff Commission turned them down on the grounds that this would do no 
good whatever, because if they did find that frozen albacore had increased be- 
cause of action under the Reciprocal Trade Agreement Act and did impose the 
full remedy, that is, a quota, this would do not good at all because the albacore 
would simply come in loins and disks for canning or as tuna canned in brine. 


My question is this, Mr. Brossard: Is what I have read, so far as 
you know, essentially correct 

Mr. Brossarp. Yes, sir. 

Mr. Kine. The question I would like to raise in this connection 
is this: Should the provisions of section 7 of the Trade Agreements 
Extension Act of 1951 be amended so that the Commission could con- 
sider in an escape-clause proceeding closely related items, some of 
which are, and some of which are not, the subject of trade-agreement 
commitments to foreign countries ¢ 

Mr. Brossarp. Of course, that is something we are not permitted to 
do now. It is a question of whether Congress wants to consider such 
things and how we would consider them since they are not a part 
of the trade agreement and the escape-clause pertains to the escape 
clause in the trade agreement. 

There would have to be some special legislation to permit a thing of 
that kind. 

Mr. Kine. Could you work well in the event the act should be 
amended to permit that? 
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Mr. Brossarp. We would have to provide for the remedy being 
made effective. You could negotiate pennanly a change in the rate or 
quota of albacore, for example, which is in the trade agreement, but 
you could not do the other at all without the negotiation, because they 
are not now in a trade agreement. 

They are two different kinds of treatment entirely, but it could be 
done. I mean if legislation were created so that it could be done and 
the Tariff Commission given the authority, we could make the investi- 
gation and include albacore as well as the skipjack and yellowfin. We 
made an investigation of that kind about 3 years ago under section 
332 of the Tariff Act, and reported to Congress on it. 

Mr. Scureiser. Mr. King, such legislation would also have to in- 
clude loins and dises if it was to be made effective to tunafish. 

Mr. Brossarp. Our General Counsel reminds me that, of course, 
Congress would have to provide a way for increasing these duties that 
are not in an escape clause and not in a trade agreement, because at 
the present time there is no way of doing that without such legislation. 

The Cuarrman. Mr. King, would you yield to me? 

I think what Mr. King has in mind is the establishment of some 
procedure, similar to the present escape-clause procedure that relates 
only to concession items, for reporting by the Tariff Commission, say, 
on those items which are not presently subject to escape-clause treat- 
ment. I assume, if I properly interpreted Mr. King, that it raises the 
question as to whether or not you have sufficient authority and are 
exercising that authority under section 332. 

Mr. Brossarp. We have made such an investigation under 332 about 
3 years ago, and reported to Congress, but Congress didn’t do anything 
on it. 

The Cuatrman. I know, but the weakness in that situation, if you 
will yield to me further, is that you didn’t make any recommendation 
to us. 

Mr. Brossarp.. That is right. We are not required to make a recom- 
mendation to Congress. We report the facts. 

The Cuairman. In this connection, as in the case of the escape clause, 
should you not make a report to the Congress of the corrective action 
that you think should be taken with respect to a 332 case? That is 
Mr. King’s point, I believe. 

Mr. Brossarp. We could if you would amend 332 requiring that. 

The Cuarrman. It would take such an amendment. 

Mr. Brossarp. Yes. 

Mr. Kine. In section 336 of the Tariff Act of 1930, the so-called 
flexible tariff provision, is there a way within its provision that a 
remedy could be had ? 

Mr. Brossarp. That is a cost-of-production study which would be 
the cost of production study between the United States and Japan, 
which is the principal competing country with tunafish and then you 
could adjust the duty on skipjack and yellowfin, but there is no duty 
on that. That is on the free list. That is right. They are on the 
free list, so there would be no duty on that unless you would provide 
by legislation for taking it off the free list and putting it on the 
dutiable list. 

Mr. Kina. Mr. Chairman, here I think is a very important phase 
that I understand other members are concerned with. Within the 
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tunafish family are several species. Only a fisherman as a rule can 
tell them apart and it takes an expert to tell them apart after they 
have been processed. They are within the same family, but they have 
been given different names. What earthly good does it do to select 
one of these species and have the species treated and recognized as 
tuna under the Trade Agreements Act when it is much the minor 
item, but several other species are used much more and they are more 
plentiful in the tuna family. 

I think it just is an impossible situation when one of these species 
can be subject to the escape clause when all others flow freely. It is 
a difficult situation for our industry which is perhaps sollinth in im- 
portance in value of its production in my State. The largest fishing 
producing port in the world is the port of Los Angeles. This is get- 
ting to be a rather boring subject because the fishermen are led to be- 
lieve that there is somewhere some method by which they can be re- 
lieved, but they cannot find the relief. 

It must be resolved somewhere somehow, because I wouldn’t want 
the men in that industry to believe that the Government could coun- 
tenance an arrangement where it is just impossible to bring about 
relief and I am pleased indeed to have had this letter because other- 
wise I perhaps would have neglected to follow this subject through 
with you gentlemen today. 

Mr. Brossarp. It really needs legislation to handle that case. 

Mr. Kina. Very good. Thank you. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Holmes will inquire. 

Mr. Hotmes. You are aware of the language of the amendment in 
the act I am sure because you have shown great familiarity with it in 
your testimony previously today. 

I am sure that you are aware of the concept of the segment of the 
industry referred to in the peril point. What do you consider a seg- 
ment of industry ? 

Mr. Brossarp. A segment of the industry ? 

Mr. Hortmes. Of an industry ? 

Mr. Brossarpv. A segment of an industry could be one of the pro- 
ducers, or several. It could be the producers located in one area when 
there are producers in every part of the United States. It could be 
the producers of one article, or the product of one article, when the 
same plants produce 50 articles. That would be a segment of an in- 
dustry. You can elaborate that tenfold. 

Mr. Hotmes. Would you draw a line between usability and cate- 

ories of product, of an end product like the difference between a pro- 
oo or processor and distributor and so forth? Couldn’t you bring 
about more of the economic interpretation of segmentation of in- 
dustries ? 

Mr. Brossarp. Yes, you could call a segment of the industry the 
fishing segment of the industry, and the canning segment of the in- 
dustry, or the filleting segment of an industry. Or you would say 
the loins of an industry, and that would be a segment of the fish 
industry. 

Mr. Houmes. In the discussion of this segmentation you can run 
into all kinds of composites. I am perfectly aware of that. 
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Pardon the personal reference, but I have grown some livestock as 
a range operator in the livestock business, and one segment of the 
livestock business is sheep. 

So I have experienced the proposition of growing both wool and 
meat, but that hasn’t interfered with the sheep industry in relation 
to the handling of the marketing of the product. 

I cannot understand why there is such a buildup here of trying 
to web together the intricate details. You know the composite product 
and economic theory as well as I do. Why is it so difficult for the 
Tariff Commission to go over here and take a look at a producing sec- 
tion of an industry and separate it from a processing segment of the 
industry? What is difficult about that? 

Mr. Cais Let’s take your sheep case for example. 

Is there a wool industry ? 

Mr. Hoimes, Certainly there is a wool industry. 

Mr. Brossarp. Is there a lamb industry, a mutton industry? 

Mr. Hommes. Yes. 

Mr. Brossarp, Are they two industries? 

Mr. Homes. Yes. 

Mr. Brossarp. You grow the sheep on the same farm, the same 

lace. 
% On that same farm do you raise any dairy cows? 

Mr. Hotes. No. 

Mr. Brossarp. Any beef cattle? 

Mr. Hormes. No. 

Mr. Brossarp. Horses? 

Mr. Hotmes. No. 

Mr. Brossarp. Potatoes ? 

Mr, Houmes. No. 

Mr. Brossarp. Nothing else? 

Mr. Hotes. No. A sheep-raising range operation. 

Mr. Brossarp. You are a lucky man. 

Mr. Hotmes. That may or may not, be so, but it is not. an unusual 
operation. 

If you would go into these things you would find that. they, are 
segmented quite a little. 

Mr. Brossarp. Some of them are segmented quite naturally, but if 
you study the Tariff Act, the Tariff Act puts a duty on a specific item. 
It puts a duty on wool, and then there is a different. duty on every 
product that is made from wool. 

Is each one of those an industry? Is each product that there is a 
duty on an industry ? 

Mr. Houses. I doubt it. I think you will have to take your end 
product. 

Mr. Brossarp. If you have that you have a dozen different duties, 
Mr. Holmes. 

Mr. Hotmes. You probably have already. 

Let’s try and reduce this down. It isn’t a question of agreement. 
Let’s see if we can’t have a meeting of the minds. 

Would you consider in this segmentation a man that is producing 
a commodity being harmed by imports of that commodity? Why 
can’t you segregate that? 

Mr. Brossarp. That is what we try to do. 
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The thing that bothers is the imports. The imports of a product 
are carrying a certain rate of duty, and the law says that we shall take 
the imports and compare them with the product that is like or directly 
competitive. That is the law. So that we have to take the imported 
product and compare it in an escape-clause investigation with the 
products that are like and/or directly competitive. 

Mr. Hormes. Let’s bring up another illustration of this, too. 

We can take up the lumber industry, the whole composite of the 
lumber industry. We can segment that right down to plywood, 
can’t we. 

Mr. Brossarp. Yes. 

Mr. Hotmes. What is difficult about that ? 

Mr. Brossarp. There is nothing difficult about that. 

Plywood carries one rate, and other items of lumber other rates. 

Mr. Hotmes. If your plywood is showing injury, why does the 
Tariff Commission take in the whole consideration of the lumber 
industry ? 

Mr. Brossarp. We don’t. We take into consideration, under the 
amendment in H. R. 1, just plywood. 

Mr. Hotmes. Why can’t you do that in another industry ? 

Mr. Brossarp. We do, and have done so for 3 years. 

Mr. Hotmes. There has certainly been a lot of disagreement in rela- 
tion to how the interpretations have come out. 

Mr. Tatgzor. Under H. R. 1, in 1955 the law was changed so that we 
now look at the import. 

Mr. Houmes. I am seeking information. 

Mr. Tatpor. Yes. 

I think, in the plywood case, the reason that they did not receive 
relief was that, in addition to the independent plywood makers, there 
was a captive plywood industry, and the Commission held that the 
captive industry plus the independents constituted the industry. 

Mr. Brossarp. They were making the same kind of plywood, and 
it was limited to hardwood plywood too. 

Mr. Hotmes. What do you mean by a captive industry ? 

Mr. Tarzsor. A company that manufactures furniture also manu- 
factures the plywood, and it uses that plywood for its own furniture 
manufacture. 

Mr. Hotmes. Isn’t it perfectly possible to not have the furniture 
manufacturer damaged and still have the plywood operator damaged ? 

Mr. Brossarp. The plywood that is made by the furniture manu- 
facturer is part of the plywood industry, just as much as the inde- 
pendent plywood operator who may sell to any number of people. 

Mr. Hortmes. But the plywood that you are talking about doesn’t 
go into the market. It goes into the market for furniture. It does 
not go into the market as plywood. 

Mr. Brossarp. That is right. 

Mr. Hotmes. Where are we? 

Mr. Brossarpv. Some of them make for their own use. Most of them 
also sell. They also sell. 

Mr. Homes. If they are a selling unit of plywood are they a cap- 
tive industry ? 

Mr. Brossarp. Would you consider all the plywood producers, in- 
cluding those that make for their own use ? 

Mr. Homes. If they sell on the market. 
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Mr. Brossarp. They sold on the market, 

Mr. Hotes. A plywood operator sells on the market to the furni- 
ture producer ? 

Mr. Brossarp. Yes, he sells to other people ; some of them do, 

Mr, Houmes. Then he is not captive if he sells on the market. 

Mr. Brossarp. He is not entirely captive. but he is mostly captive. 

Mr. Hotmes. How is he captive? 

Mr. Brossarp. All right, that is your opinion about it, He would 
be part of the hardwood-plywood industry, wouldn’t he? 

Mr. Homes. Here is what I consider segmentation to be in ,the 
plywood industry. This is just my opinion, and you are talking to a 
man who has voted for reciprocal trade since he has been in Congress, 
but I am trying to show you why reciprocal trades get in trouble. 

You take a man that starts out in the plywood industry and pro- 
duces and sells plywood in the market. ite isn’t a captive industry. 

Mr. Brossarp. ts hea part of the plywood industry ? 

Mr. Hotes. Of course he is. 

Mr, Brossarp. Any others in the plywood industry? 

Mr. Hotmes. The major portion. 

Mr. Brossarp. Are thete any others in the plywood industry, the 
captive industry ? 

Mr. Houmes. I didn’t hear you, 

Mr. Brossarp. Are the people who are captive producers in the ply- 
wood industry if they manufacture their own product? 

Mr. Hotes. I would say they are probably making a composite 
product of the furniture industry. 

Mr. Brossarp. Would you take them in the industry ? 

Mr. Hotmes. Not unless they were in the market. 

Mr. Tarzor. Suppose that that company formed two corporations, 
one to manufacture plywood which it sold to the other corporation 
which also owned its entire supply., It is a manufacturing plywood 
corporation and it sells to its partner, you might say to the furniture 
plywood corporation. Is that first corporation part of the plywood 
industry ? 

Mr. Hotmes. Sure it would be. 

Mr. Tatzor. That is the way we held it. 

Mr, Hotmes. What isthe difference, though ? 

He breaks off from the furniture industry when he disposes of his 
end product. 

Mr. Tatzor. Yes. We did not include the furniture industry. 

Mr. Hotmes, It occurs when the act of the sale takes place, and I 
have never been able to understand why the Tariff Commission has 
had so much trouble with segmentation. 

Mr. Tatsor. If Congress wanted us and ordered us to segregate 
on that basis, then we would segregate on the basis of only those who 
manufacture plywood for public sale rather than for sale to itself. 

Mr. Houmes. Right there would be the end product, when it moves 
into the market, because that is where the competition comes, from 
the import area of the market. 

Mr. Tatzor. The way the law is written today it is the effect of im- 
ports upon the domestic industry producing a like or competitive 
product. 
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If you want to change the law and say it shall be the effective im- 
ports upon that part of the industry that produces only for sale to 
others, we can follow that rule. 

Mr. Hotmes. Why isn’t that segmentation ruled out in the thinkin 
of the Tariff Commission in relation to the peril-point amendment! 

That is my point. 

Mr. Tatzor. Did you say peril point? 

Mr. Houmes. Yes; with your escape clause. I am sorry. I mis- 
stated myself. 

Mr. Tatzsor. Why isn’t it done? 

Mr. Hormes. Yes. 

Mr. Taxzor. Because the law doesn’t direct us that way. The 
present law directs us to compare the imports with the domestic 
ee producing the like and competitive product. 

Mr. Homes. I think the thing that confuses me m that illustration 
is your captive industry. 

Taxsor. Will this help? Would you rather define the indus- 
try producing plywood as only that part of the industry that pro- 
duces plywood for sale to others? 

Mr. Hotmes. For sale on the open market. 

Mr. Tatzor. That is to others. 

If it sells to itself, if corporation A sells to corporation B, and 
both corporations are owned by a third holding company, it sells to 
others. But actually it sells to itself. 

Mr. Hotes. My point is that if the transaction takes place on the 
open market no matter who it sells to. 

Mr. Tatzor. You write the law and the Tariff Commission will 
execute it faithfully and honestly. 

Howtmes. Let us come back to another illustration, and let’s 
sepeet again that you are talking to a man who has voted for recipro- 
cal trade ever since he has been in Congress. 

But I am still m a twilight zone of my thinking on interpretations 
from your Commission. So that is why I am seeking infornineloey 

Mr. Taxzor. I just want to say that I voted with you when I was 
in Con . 

Mr. Houmes. I know that. 

Let’s take a product produced from the soil, an extracted product 
that eventually goes into direct consumption. 

I made the statement in front of Secretary Benson the other day 
that I did not know of an escape-clause injury upon an extractive 
product from the soil that had been granted in segmentation pro- 
cedure by the Tariff Commission, and he came up with an answer 
of one. There may have been more. 

He said dried figs. 

There isn’t anything difficult in the segmentation of the growing 
of figs, is there? And I am not talking boat the merits or demerits. 

I am trying to show an illustration of segmentation. 

It isn’t very difficult to determine the difference between growing 
figs and that man selling those figs to a processor. Therefore, his 
segmentation of the industry ends right there when in the market 
disposition is made and the figs go to the processor for processing 
those figs. 
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Isn’t there a segmentation of industry there of separate activities ! 

Mr. Tatzor. No. ; 

I see it as exactly the some thing. In other words, we include 
in the domestic industry, in the hardwood-plywood case, the product 
of hardwood-plywood by everybody in the United States. That be- 
came the domestic industry. 

So, in the fig case, we developed that the growers of figs, no mat- 
ter what the end use was, whether they were served on the tables 
or put in cans, we developed that the growers of figs was the industry 
justthesame. We were perfectly consistent. 

Mr. Houmes. Then you did not grant injury to the plywood indus- 
try, but you granted injury to the dried fig inciuetes 

Mr. Taxzor. I don’t remember the results in all of these cases, and 
that would not make any difference. What we are talking about now 
is the scope of the industry. 

The question of what remedy they may or may not have gotten 
depends upon other factors in the scope of the industry. 

Mr. Hormes. Let’s put it from a practical angle as long as we have 
gotten into the review of working the sequence out. 

Suppose you were a Member of Congress, as you have been, and 
you were a Congressman interested in the fig industry. 

Mr. Tatsor. This isn’t going to be policy on which you are going 
to ask me any questions ¢ 

Mr. Hotes. No, it is not going to be on policy atall. 

Well then, suppose you were representing an area containing a 
lumber industry, and the overall lumber industry, while soft, was 
soft from some factors that were not necessarily involved with im- 
ports, but there would be some other factors involved. Suppose that 
you went into your area and you walked right smack up against an 
area dependent upon the plywood industry. It was at a low end of 
the totem pole and practically closed or maybe closed. 

Do you think that you could impart to those people that the over- 
all industry was the thing we ought to all be looking at rather than 
just that plywood industry right there? 

It is fine to say that the economics of the overall lumber industry 
may be in good shape, but how far is that going to go with the average 
citizen or worker in that plywood works down in his town ? 

Mr. Tarzor. I think I know what you mean, Mr. Holmes. 

Of the escape clauses we have had, 50 percent of them came from 
the congressional district that I used to represent, and practically 
or case that comes over there has a plant in Connecticut of some 

ind. 

I know exactly your situation, and I sympathize with you, but my 
orders and the oath I took were to follow out the laws as laid down 
by Congress, and I think each Commissioner tries to do that, 

Therefore, I know that there is no easy solution to this. I wish 
the solution were easier, but, as the law is now written, we take the 
segment of the industry as is portrayed by the import. We look at 
the import and whatever that import is like and directly competitive 
with automatically becomes the industry. 

Mr. Hotmes. I do not see how it can automatically become the in- 
dustry unless you get into market limitations. I think it is the mar- 
keting procedure that would be the criterion that could help you. 
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Mr. Tarsor. I don’t want to argue the point. It is more or less of 
‘an economic problem as to what constitutes the industry. 

Mr. Homes. I listened with tremendous interest to Mr. Brossard 
there is in relation to certain industries coming up and not furnishing 
you material; that they may be working with one group that is in- 
jured and yet be prospering off imports coming in that are injuring 
the group that they are buying some of their products from, 

T thought that was a very interesting thing. I congratulate you on 
it, Mr. Brossard. 

Now take it in reverse: that individual simply cannot be harmed— 
I think that is the illustration, but don’t let me put words in your 
mouth—we will say by one-third domestic and two-thirds imports— 
just as an illustration. That individual simply cannot be harmed 
as much as the domestic party that is selling him one-third for his 
industry. 

If that domestic party is harmed, what is the answer on segmenta- 
tion there? 

Mr. Tarzor. The answer on segmentation there is to take the domes- 
tic mine as the industry rather than the domestic mines plus the 
smelters. 

Mr. Hotmes. Why do you have to take smelters in segmentation ¢ 
They can be quite independent of the mines. 

Mr. TarzBor. We don’t have to. There is no reason why we have to 
do it. If you people tell us to do the other we will certainly obey it. 

Mr. Hotes. I don’t see how you have to take the captive plywoods 
in either. 

Mr. Tareor. If Congress says that in the future, the Tariff Com- 
mission shall consider the mining of ores as the industry, then we 
have that as the industry, and the smelting of ores will become an- 
other industry. 

Mr. Hortmes. Does not the amendment for determination of injury 
permit you to take a segment to see if an injury is involved? Isn’t it 
perfectly possible for a mining industry to be harmed, and a smelting 
industry not to be harmed ? 

Mr. Tatzor. Yes; Lagree, Mr. Holmes, entirely. 

Mr. Hotmes. Then why do you take it all into consideration in 
determining injury ? 

Mr. Taxzor. I cannot tell you why we do it. We do it because of 
the fact that the smelter processes the domestic ore—not always but 
sometimes—at the mine, and it is the same person who mines the ore 
that smelts the ore. 

Mr. Hotmes. There are a lot of them that do not. 

Mr. Taxzor. I have a lot of sympathy for your point of view, and 
i think that a very simple amendment to the law could make it that 
way. 

Mr. Houmes. The reason why I bring this up, gentlemen—and I am 
not going to detain you any longer—is that I feel that one of the rea- 
sons why reciprocal trade, which I think is basically a sound piece of 
legislation, has gotten into trouble as legislation is because in the 
administration of it the segmentation of industry has not been fully 
recognized. 

Is that the fault of the act or is it the fault of the administration ? 

Let’s both of us assume responsibility. 





RENEWAL OF TRADE AGREEMENTS ACT 225 


Is it the fault of the act that is limiting you, or is it the fault of 
the administration in the confused state of segmentation? What is 
it? What do you think, just as an honest opinion ? 

Mr. Taxsor. I think that legislation could be drawn that isn’t on 
the books today that would limit the scope of the industry to the type 
of industry that you desire. In other words, if the mining of any ore 
could be called an industry by Congress. 

Mr. Hotmes. How would you work out the plywood problem then ? 

Mr. Tatgor. How would I do it? 

Mr. Hotmes. I mean how would you work out the plywood case to 
separate it from the captive cases in plywood. 

Mr. Tatzor. Legislation would have to be passed that only the 
products that go on the free market would constitute the domestic 
industry, that products that are made for one’s self—in other words, 
made within a captive industry—shall not be considered part of the 
competitive trade within the United States, and, therefore, not part 
of the industry, as defined in section 7 of the present 1951 act. 

Mr. Houtmes. That then points to that definition of the concept of 
industry. 

Mr. edoer, I am not recommending any of these things. I, want 
every member of the committee to understand that. 

You are asking me a method of doing it, and I say that Congress 
could narrowly define industry and put limitations on that which are 
not there now. 

Mr. Hotmes. I appreciate that, and I didn’t want you to in any 
way beembarrassed. Please understand that definitely. 

can see where the crux of the matter must be coming up, because it 
is awfully hard for a person who has produced a lot of products that 
are produced out of the same operation and not be able to work out 
segmentation in his own product in his operations. 

Mr. Tatzor. I think I can make this a little clearer if I tell you that 
the imported plywood coming into the country competes only with 
the domestic plywood that is produced for the competitive market. 

Mr. Hotmes. That is true. 

Mr. Taxrzor. If you get that concept clear, you then see that the 
plywood that is produced by the captive industry has no competition 
to speak of in imports. 

Mr. Hotmes. That is very true. That is the whole point I have been 
trying to make, 

Mr. Tarzor. If you want to amend the act along those lines, the 
Tariff Commission will surely be guided by what Congress tells us to 
do. It isa guideline that is not there today. 

Mr. Hoimes. I cannot understand why in that plywood industry 
you did not have the vehicle and the administrative capacity to do it 
without any amendment from Congress, because there is such a distine- 
tion between plywood being moved into a market and separate from 
a captive industry. It seems to me that that is very, very obvious. 

Mr. Tatror. I have done my best. 

Mr. Hotmes. Good. Thank you very much. 

Mr. Tatzor. This is what section 7 now reads, right next to what 
you have been saying: 

As used in this Act, the terms domestic industry prodtcing like or directly 


competitive products and domestic industry producing like or directly eompeti- 
tive articles mean that portion or subdivision of the producing organization, 
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manufacturing, assembling, processing, extracting, growing, or otherwise pro- 
ducing like or directly competitive products or articles in commercial quantities, 

In applying the preceding sentence, the Commission shall, so far as practicable, 
distinguish between and separate the operations of producing organizations in- 
volving the like or directly competitive products or articles referred to in such 
sentence from the operations of such organizations involving other products or 
articles. 

The Cuarrman. Are you through with your inquiry? 

Mr. Hotmes. Yes; I am through. 

The Cuarrman. I wonder if we are not, Mr. Talbot, perhaps being 
led into a position here by your favorable reaction to Mr. Holmes’ 
suggestion that you would also want to caution us about if we start on 
that road. Let’s see what happens in this kind of a situation if we 
do proceed on the basis of Mr. Holmes’ proposition. 

Let’s talk about the plywood industry because I am interested in it, 
too. But I don’t want to take away from that industry, by the adoption 
of an amendment, any of the very bare considerations that it contends 
that it has at the present time. I know Mr. Holmes doesn’t. 

Mr. Hotes. Let us not make an assumption that I would, Mr. 
Chairman. 

The Cuarrman. I was in hopes I could get you to drop the idea by 
asking this question : We will take the situation where there is integra- 
tion within the industry. One makes the plywood in a particular 
plant, and that plyw is consumed in a particular furniture plant. 
Let us further assume that the plywood plant is closed because the 
parent plant, the furniture plant, can buy plywood overseas cheaper 
than it can produce it in this plant that it owns. 

If we go along on the basis of this suggestion and adopt such an 
amendment as is being proposed, would we not, as a matter of fact, 
prevent the Tariff Commission from taking into consideration the im- 
ports which closed this plant in determining whether or not there was 
an effect upon the industry ? 

Mr. Tatsor. I have just been informed that that would be so. 

The Cuarrman. I understand that that would be the case, and I do 
not think any of us wants to do something of that sort. 

We want that importation that closed this subsidary plywood plant 
to be taken into consideration to determine whether the plywood indus- 
try has been injured ; do we not ? 

Mr. Brossarp. Yes. 

The Cuareman. If this is carried too far, one may find himself going 
in a direction opposite to that desired; namely, one may find that to 
some degree, the protection against mistakes under the program, for 
the benefit of the domestic industry, has been taken away. 

Mr. Brossarp. That is right. 

The Cuarrman. Another case that I am thinking about is the fish 
fillet case. 

If we did what has been suggested here, it would have made it impos- 
sible for the Commission to have given any consideration whatsoever 
to the plight of the fisherman in the fish fillet case. 

Mr. Brossarp. It would have limited us to the filleting plant really. 

The Cuarrman. That is what I am talking about, and some of the 
men who were most injured in that instance were the fishermen. 

Mr. Brossarp. Yes. 
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The Cuarrman. And you did take into consideration, in reaching 
your conclusion, the injury that occurred to them, because they were 
part of the overall industry. 

Mr. Brossarp. That isright. 

The CuatrMan. Mr, Baker. . 

Mr. Baxer. Mr. Chairman, I have 3 or 4 very brief questions. 

It developed from Secretary Weeks’ testimony that since the esca 
clause provisions have been in the law there have been 23 findi 
your Commission, none of which were approved by the President, 
and 14 disapproved. 

Would you put those 23 cases now in the record, or supply it, on the 
14 that were disapproved and the number that were approved ? 

Mr. Brossarp. That is in what course of time ? 

Mr. Baxer. You can do it by filing it. I simply want it in. the 
record ; not the decision but the commodities. 

Mr. Brossarp. I will be glad to put it in the record and_ furnish 
copies of a revised report on all of the escape-clause investigations 
that wehad. It will be revised and published Monday, , 

Mr. Baxer. And that is 23 cases? 

Mr. Brossarp. It will have all of them. 

Mr. Baxerr. The next question is, Were quotas imposed or recom- 
mended in any one of those 23 cases ? 

Mr. Brossarp. I think there were quotas recommended in three 
cases, 

Mr. Baxer. You will show that also? 

Mr: Brossarp. Yes, sir. 

Mr. Baxsr. The next question has to do with Mr. King’s line of 
inquiry this morning where he was discussing, as I gathered, seek- 
ing an early remedy on lead and zinc, in which I am interested, too. 

I direct my question now not to lead and zinc but to the general 
policy. You stated as one of the reasons for delay that when you 
complete the hearings you send out questionnaires or information 
requests—I have forgotten what term you used—and that they are 
very slow about sending them back. And that was all gone’ into 
rather fully. 

Do you mean that the Commission sends a questionnaire or form 
request to every individual and company that is in that industry! 
Take lead and zinc as an illustration. 

Mr. Brossarp. We sent the questionnaires long before our hearing. 
We only sent followups after the hearing. _But we did send question- 
naires to every individual who was regularly reporting to the Bureau 
of Mines as a producer of lead and zinc; yes, sir. 

Mr. Baxer. Do you have any idea offhand how many that was? 

Mr. Brossarp. Something like 200. There were 200. 

Mr. Baker. You haven’t heard from all of them yet? 

Mr. Brossarp. They are nearly all in now. 

Mr. Baxer. Let me ask you a question. 

Whether it be lead or zinc or something else, as a matter of fact, as 
a matter of policy do you wait until you hear from every one of them 
before fou make your secouithenilatife ’ 

Mr. Brossarp, No. 

It is a very rare thing if we ever get anywhere near 100 percent, if 
you waited 6 years. 
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Mr. Baxer. You do, I suppose, check if somebody already has gone 
busted in the meantime. 

Mr. Brossarp. We try to. If they have gone busted and we got out 
a questionnaire and we have a return from the post office saying they 
had our questionnaire and we have a report that they have gone out of 
business, that settles it, but we ought to get some kind of reply from 
those people that we send these questionnaires to. 

Mr. Baxer. Is that a procedural rule of the Commission or is there 
something in the basic law ? 

Mr. Brossarp. To do what? 

Mr. Baxer. To send out these questionnaires. 

Mr. Brossarp. No; it is a means of getting the information. It is 
the only means we have of getting that information. 

Mr. Baker. Now, the next question is a very important one. Chair- 
man Mills interrogated you to some extent on the general idea of delay. 
We are not criticizing; we are trying to get information. 

Companies can fail and become insolvent while you are determining 
these things, and you know that as well as I do. 

Mr. Brossarp. Yes; we do. 

Mr. Baxer. The Interstate Commerce Commission, as you well 
know, frequently puts into effect interim rate increases to carriers. 

Mr. Brossarp. Yes. 

Mr. Baxer. As you stated this morning in response to the chair- 
man’s question, that one reason you did not feel that the Tariff Com- 
mission could have any kind of—I do not know whether the word 
“interim” is used or not—but have an effect on the stock market or 
what not, how would such a procedure differ in tariff cases from what 
might follow from rate increases by the Interstate Commerce Commis- 
sion? In other words, say at the end of 60 days, if you consider 
emergency cases—which I consider lead and zinc an example of—you 
grant an interim increase in duty subject to final decision just as the 
Interstate Commerce Commission does. I mean recommend. 

Mr. Brossarp. They have power to do it and we have no such power. 
All our power is to recommend. The President has the final 
authority. 

Mr. Baxer. Of course, the ICC is subject to court review. I do not 
believe you are subject to court review. 

Mr. Brossarp. On questions of law; not on questions of fact. 

Mr. Baxer. But you still can make your recommendation to the 
President. Could you do it as a matter of basic policy ? 

Mr. Brossarp. I think it would require an amendment. I am_ not 
sure it would be practical. I want to tell you why. 

Mr. Baxer. I wish you would. 

Mr. Brossarp. Putting on duties is a matter affecting international 
trade, and every one of these has to be negotiated with foreign coun- 
tries; in agreement with them in accordance with the General Agree- 
ment om Tariffs and Trade, we are now part of it, which has an escape 
clause in it, That process takes time. If you try to put a preliminary 
one of these rates into effect for a few months and then you changed 
it again, you would interfere with international trade tremendously. 
They could not, possibly make deals in international trade if tariff 
rates were changed every 2 or 3 months. 
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Mr. Baxer. I want to disagree with you on that, for this reason. If 
you make a recommendation to increase duty, the President approves 
it, it is effective regardless of any negotiation.. What we do then. is 
we go back to the negotiating parties, the members of GATT. We 
compensate them; pay them for what they lose, but still under the 
basic law, as I certainly believe, and if it is not in the law I do not 
think I could vote for it again; we certainly have the right to do it.in 
this country. The question is the consequence of doing it. I am cer- 
tain about that. 


Mr. Brossarp. We have the right to do it. You people have the 
nigh to make the tariffs whatever you want to make them. 

r. Baker. Surely, and once the Tariff Commission recommends 
and the President approves, we do not have to go ask Japan, Argen- 
tina, if they like it or not. It is effective, is it not? 

Mr. Brossarp. Yes. 

Mr. Baker. We just have to go pay them. 

Mr. Brossarp. ‘That is right. 

Mr. Baxer. You do think it would take an amendment to the act 
itself to have any kind of interim duty increased ? 


Mr. Brossarp, Yes; I do. I think all my colleagues have nodded 
their heads affirmatively. 


The Cuamman. Mr. Baker, the Chair understands you have made 
some request for information, 


Mr. Baker. Yes. I want the chairman to supply not the decisions 


themselves, but the 23 cases showing the commodity filed and if there 
were any quotas recommended. 


The CHamman. Without objection, that will be included in the 
record at this point. 


(The information furnished follows with accompanying letter :) 


UNITED States TARIFF COMMISSION, 


March 7, 1958. 
Hon. WILBUR D. MILs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Mitts: At the hearing of the Ways and Means Committee on Feb- 
ruary 20, you and Mr. Curtis asked members of the Tariff Commission to com- 
ment on the review of its annual reports on the operation of the trade agree- 
ments program that appeared in the study submitted by the Boggs Subcom- 
mittee to the Ways and Means Committee on March 8, 1957. The Commission 
examined that review when it first appeared, but did not comment on it at the 
time because for one reason the Commission did not know—and, for that matter, 
still does not know—in what measure the review reflected the judgment of the 
full membership of the Ways and Means Committee. You will recall that a 
note appearing on the cover of the Boggs Subcommittee report advised that “Its 
eontents have not been substantively considered by the full committee member- 
ship, and hence it has neither been approved nor disapproved by the full -com- 
mittee.” é 

It is not clear to the Commission whether the subcommittee evaluation of 
the Commission’s trade agreements reports was primarily (1) for the purpose 
of suggesting ways in which the Tariff Commission might more effectively dis- 
charge its obligation to “submit to the Congress a factual report [at least once 
a year] on the operation of the trade agreements program,” or (2) for the pur- 
pose of inviting the Congress to consider what new instructions it should give 
to “the Tariff Commission to provide certain types of additional information on 
[the] operation of the program,” particularly with a view to avoiding the dupli- 
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cation of material contained in the President’s report on the same general sub- 
ject. The study points out that the 1955 extension of the Trade Agreements 
Act “called on the President to make reports on subjects on which the Tariff 
Commission had been reporting without giving the Tariff Commission any fur- 
ther instructions as to what was expected from its reports.” The subcom- 
mittee report states, “Indeed, the only guidance to the Tariff Commission is that 
its report be ‘factual’”; the subcommittee accordingly suggests that “Considera- 
Pom should be given to clarifying the instructions given to the Tariff Commis- 
sion.” 

The subcommittee report does not overtly challenge the Commission’s. preroga- 
tive of determining for itself what is meant by a “factual report,’ but it pur- 
ports to find that the “Commission has modified its understanding of the cover- 
age and treatment required of a factual report.” Their review states that the 
Commission’s “first reports” on the operation of the trade agreements program 
were more analytical than its more recent reports have been. It notes that 
“the Commission’s first report on the operation of the trade agreements program 
concerned itself with the world economic situation that gave rise to the trade 
agreement legislation” and that it reported “the conflicting viewpoints and posi- 
tions held * * * with respect to legislative and administrative actions affecting 
the trade agreements program,” et cetera. In contrast, the review claims, “The 
more recent reports of the Commission have been confined more strictly to pre- 
senting factual information than the earlier ones * * *. There appears to 
have been no effort made to explain the conditions and implications * * * in 
the same way that the first report attempted an evaluation of the international 
economic situation. Moreover, the language of the later reports has been ex- 
cessively ‘governmentalese’ and arid and this tended to reduce the clarity and 
significance of the reports.” 

The subcommittee’s review suggests that the Commission’s reports progres- 
Sively deteriorated after its “first reports.” The examples cited, however, con- 
trast the later reports, not with the Commission's “first reports,” but with its 
“first report.” The Commission’s first report was, in fact, broader and more 
detailed than any subsequent report in the series has been. The first report, 
however, covered a period of 14 years, 1934-48, whereas each of the nine subse- 
quent reports covered only a single year. In the first report, the origin and 
history of the trade agrements program and of the general provisions of the 
general agreement and of several other developments had to be detailed, but 
there was no corresponding need in the subsequent reports to devote similar 
space to the year-to-year developments. Where significant developments did oc- 
cur, however, they were reported and analyzed in what the Commission con- 
sidered adequate detail. Moreover, the statistical analyses that were appro- 
priate in the first report, covering a period of 14 years, could not generally be 
employed in the subsequent reports covering only single-year periods. The gen- 
eral approach; scope, and analysis of the subsequent reports have changed but 
little over the years; there has been substantial continuity in their authorship 
and in the directives under which the reports have been prepared; and in the 
opinion of the Commission the subsequent reports have not deteriorated in any 
respect. 

Such variation as has occurred in the scope and detail of coverage in the 
Commission’s trade agreements reports from year to year reflect not only changes 
in the subject matter that had to be analyzed but also \changes:that took place 
in the overall workload of the Commission. The Commission cannot neglect 
its other obligations—such as the completion of escape-clause investigations 
within the time limits prescribed by the Congress—in order to devote as much 
time as it might like to the preparation of its trade agreements reports. For 
example, in its 10th trade agreements report, which is being completed at the 
present time, the Commission has, of course, analyzed the implications of the 
European Common Market, but not in as much detail as it would have liked, 
primarily because of the numerous other concurrent and higher. priority de- 
mands on the Commission. Had these other demands been even more severe, 
the Commission would have been obliged to turn out a still shorter and less de- 
tailed report, but such a report would not have been indicative of a change in 
the Commission’s conception of the appropriate content of a factual report. The 
Commission in fact has not in any way “modified its understanding of the cover- 
age and treatment of a factual report” as charged by the subcommittee. 
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In the 10 years the Commission has made these annual reports it has had 
occasion to consider almost every suggestion that that subcommittee has re 
cently offered—as well as many others—for expanding the scope of its trade 
agreements reports. Critical examination of those suggestions however, re- 
vealed that most of them were impracticable for one reason or another: The 
suggestions that were construction were adopted but the Commission has been 
able thus far to make only limited progress in implementing some of them. The 
Commission presents below its comments on the more important suggestions 
offered by the subcomittee. 

The subcommittee report proposes that the Tariff Commission undertake “an 
analysis of the level of United States tariffs and the effects of price changes, and 
changes in the composition of imports, as well as changes in tariffs through trade 
agreements.” The Commission has already issued a number of separate reports 
that supply most of that information and will shortly issue another such report. 
These reports do not, however, take account of the effect of “changes in the 
composition of imports” on the United States “level” of tariffs. The Commis- 
sion knows of no technique whereby the effect of such changes on that level can 
be statistically measured with even reasonable accuracy. 

The report suggests that the Commission analyze international developments 
affecting our foreign trade, such as “Problems of inflation abroad and currency 
devaluation.” The Tariff Commission has no staff in foreign countries and does 
not customarily send its staff abroad to conduct investigations. The Commis- 
sion could, of course, use information on these subjects that was gathered, as- 
sembled, and published by other agencies. In fact, it does so to the extent that 
it discusses these subjects in its reports. However, other agencies of the Govera- 
ment, notably the Departments of Commerce, Treasury, and State, as well as 
such organizations as the International Monetary Fund and the World Bank, 
have better sources of firsthand information on these subjects and are otherwise 
better equipped than the Tariff Commission to prepare detailed reports on them. 
Since all these organizations currently issue such reports, the Commission does 
not feel that it should attempt to duplicate their efforts. 

Another of the subcommittee suggestions is that the Commission analyze 
the United States balance of payments “with attention to the role of tariff re- 
duction in eliminating the dollar-gap problem. An aspect of this subject to be 
considered would be the question of whether maintaining balance of mutual 
concessions defeats or postpones adjustments needed in the balance of pay- 
ments.” The effect of tariff reductions on the United States balance of payments 
is quite minor in comparison with the other factors bearing on it. The Com- 
mission could only speculate on what the United States balance-of-payments 
position would be in the absence of the trade agreements program: Adoption 
of the suggestion that the Commission consider whether balancing of mutual 
concessions defeats or postpones needed adjustments in the balance of payments 
would certainly involve the Commission in speculation and in making policy 
judgements that would be inappropriate in a factual report of the Tariff Com- 
mission. 

The suggestion that the Commission analyze “the extent to which tariffs do 
or do not restrain imports and, conversely, the extent to which tariff liberaliza- 
tion could induce greater imports” appears to invite the Commission to do on 
a major scale what it has found to be most difficult to do even on a very limited 
basis. The diversiy of opinion in the Commission on the impact of various levels 
of tariffs on the limited number of imports that have been the subject of special 
Tariff Commission investigations is conclusive evidence that the Commission 
would not be able to agree on the effects of all our tariffs on the totality of 
our imports. It would probably be as difficult for the Tariff Commission as 
for the Committee on Ways and Means to agree on such matters. 

The reason for the subcommittee suggestion that the Commission analyze 
“foreign tariff and other import restrictions as they affect United States ex- 
ports” is not clear. Each of the Commission’s trade agreements reports contain 
a whole chapter specifically devoted to discussion and analysis of that very 
topic. The Commission has not, however, analyzed “the prospects for the expan- 
sion of United States exports by the reduction or elimination of such (import) 
restrictions.” Any such analysis would be highly speculative and therefore 
out of place in a factual report. Furthermore, that is a subject on which the 
Bureau of Foreign Commerce in the Department of Commerce has primary 
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responsibility in our Government and accumulates first-hand information on 
restrictions by foreign countries on United States exports and the Commission 
avoids as far as possible duplication or overlapping of the work of that bureau 
of the Government. 

In suggesting that the Commission set forth its criteria for assessing the pro- 
tectiveness of various rates of duty, the subcommittee, in effect, suggests that 
the Commission, should disclose precisely how it arrives at its peril-point findings. 
Such a disclosure would, for all practical purposes, be tantamount to disclosing 
the peril-point findings themselves. At present, the Commission’s peril-point 
findings are initially confidential and only under special circumstances provided 
by law (sec. 3 of the Trade Agreements Extension Act of 1951) are any of them 
ever made public. If so directed, the Commission would of course report pre- 
cisely on how it arrives at its peril-point findings and, for that matter, would 
report even the findings themselves. The Commission observes, however, that 
such disclosures would seriously handicap the United States in its trade-agree- 
ment negotiations, inasmuch as no foreign country makes public how it arrives 
at the most favorable tariff treatment that it is prepared to extend to imports 
from the United States and other countries. 

The subcommittee proposes that the Tariff Commission analyze “the effects 
of the escape clause and other provisions of tariff laws on imports and, more 
specifically, on the trade of individual foreign countries with the United States.”’ 
The Commission could only speculate on what would have occurred in our import 
trade—particularly with individual countries—if there had been no escape- 
clause legislation and if other provisions of our tariff laws had been different 
from what they have been. The Commission knows of no technique that would 
yield factual answers to the aforementioned questions. 

The subcommittee further suggests that the Commission prepare “special indus- 
try studies designed to convey information on the problems of domestic industry 
as they relate to import competition and changes in export markets.” In this 
connection the subcommittee recommends that the Commission bring up to date 
its Summaries of Tariff Information, the last issue of which was published in 
1948. To the extent that the Commission has been able to do so, it has issued 
such special industry reports and it has brought its tariff summaries up to date. 
The Commission’s escape-clause reports supply the aforementioned information 
on the industries that are presumably the most vulnerable to import competition. 
At various times in the past—when the Commission was not so overtaxed as at 
present—it prepared many special industry studies, such as the War Changes 
in Industry Series and the Industrial Materials Series. All the reports in those 
series discussed inter alia problems of import competition and changes in export 
markets. The Commission has not brought out a complete new edition of its 
Summaries of Tariff Information only because of lack of adequate staff and 
because other of its projects have continued to have higher priority. The last 
edition of those summaries contained 2,300 reports on individual commodities or 
groups of commodities, comprising in all 44 volumes covering a 4-foot shelf of 
printed books. The preparation of that edition took most of the time of the 
greater part of the Commission’s staff for a period of well over 2 years. Even 
if the Commission were now to abandon all other projects, it would not be able 
to prepare a complete new edition of its tariff summaries in less than 1 year. 
Inasmuch as the Commission must continue its other activities, it plans merely 
to follow its practice of bringing up-to-date only the most urgently needed sum- 
maries. On such work, the Commission is now limited to about 15 man-years 
annually, the other staff being fully engaged on the most urgent legally required 
investigations. 

In summary, the Commission wonders whether the subcommittee review of the 
Tariff Commission’s reports on the operation of the trade-agreements program 
was made without sufficiently careful scrutiny of the Commission reports them- 
selves, without reference to other reports made by the Commission and other 
agencies of the Government (as well as by some international organizations), and 
without adequate consideration to the demands on the Commission’s facilities for 
meeting its many statutory obligations other than the preparation of trade-agree- 
ments reports. Many of the suggestions made by the subcommittee call not for 
the objective reporting of factual information but rather for academic speculation 
which, in the Commission’s opinion, has no place in reports made by the Com- 
mission under its present directives. 


RENEWAL OF TRADE AGREEMENTS ACT 233 


In view of the considerations set forth above, the Commission, unless directed 
by the Congress to do so, does not feel warranted in modifying the procedures it 
presently uses in preparing reports on the operation of the trade-agreements 
program. This, of course, is a position that the Commission would alter if 
specifically directed to do so pursuant either to existing or new legislation, or 
in such circumstances as would permit more staff time to be devoted to the 
preparation of trade-agreements reports and other related reports. 

The Commission respectfully points out its need for more staff if it is required 
to do all of its statutory requirements in the detail suggested by the subcom- 
mittee. Should the Ways and Means Committee or the Congress, in spite of the 
difficulties mentioned in this letter, determine that the Commission should do 
these additional tasks in the broader field and in the more detailed manner 
suggested by the subcommittee, the Commission should be authorized and given 
sufficient funds to enlarge its staff adequately to carry out such programs. 

The Commission wishes to note in closing that it is aware of its personnel prob- 
lems in relation to its workloads which often results in its efforts being spread 
thinner than they should be even on projects of the highest priority. For the 
fifth consecutive year the Commission’s budget before the Congress has asked 
for increases in personnel. For the fiscal year 1959, the Commission requests 24 
additional employees. The Commission believes that the addition of qualified 
personnel at a feasible rate will make possible the addition of such features as 
are practicable to its reports on the operations of the trade-agreements program 
and also to improve other of its investigative and reporting activities. 

Sincerely yours, 
Epear B. Brossard, Chairman. 


{Norer.—The vote of the Commission (where applicable) and the date of the particular 
action are shown in parentheses] 
Investigations in which the Commission decided in favor of escape action 
(reports sent to thé PReiawlit) ~.....nenae-cenenspvantiitibianionared~ 24 
Women’s fur felt hats and hat bodies (5-0) (Sept. 25, 1950) 
Hatters’ fur (6-0) (Nov. 9, 1951) 
Garlic (4-2) (June 6, 1952) 
— movements, and parts (1st investigation) (4-2) (June 14, 
1952) 
Dried figs (5-0) (July 24, 1952) 
Tobacco pipes and bowls (4-0) (Dec. 22, 1952) 
Screen-printed silk scarves (4-0) (Apr. 13, 1953) 
Scissors and shears (4-2) (Mar. 12, 1954) 
Ground fish fillets (2d investigation) (8-2) (May 7, 1954) 
Lead and zine (1st investigation) (6-0) (May 21, 1954) 
Alsike cloverseed (6-0) (May 21, 1954) 
Watches, movements, and parts (2d investigation) (4-2) (May 28, 
1954) 
Bicycles (2d investigation) (4-1) (Mar. 14, 1955) 
Ferrocerium (lighter flints) (6-0) (Dec. 21, 1955) 
Toweling of flax, hemp, or ramie (6-0) (May 15, 1956) 
Ground fish fillets (3d investigation) (6-0) (Oct. 12, 1956) 
Velveteen fabrics (6-0) (Oct. 24, 1956) 
Violins and violas (3-2) (Jan. 29, 1957) 
Straight pins (2d investigation) (4-2) (Jan. 30, 1957) 
Safety pins (2d investigation) (4-2) (Jan. 30, 1957) 
Spring clothespins (4th investigation) (4-1) (Sept. 10, 1957) 
Stainless-steel table flatware (6-0) (Jan. 10, 1958) 
Umbrella frames (3-2) (Jan. 14, 1958) 
Clinical thermometers (3-2) (Feb. 21, 1958) 
Investigations in which the vote of the Commission was evenly divided 
(reports. sent to the .PeiGeat) < <cn cine eminemneernesonceweecsentanien & 
Handmade blown glassware (3-3) (Sept. 22, 1953) 
Spring clothespins (3d investigation) (3-3) (Oct. 6, 1954) 
Wood screws (3d investigation) (3-3) (Oct. 27, 1954) 
Fluorspar, acid grade (2d investigation) (3-3) (Jan. 18, 1956) 
Para-aminosalicylic acid and salts thereof (3-3) (June 14, 1956) * 
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Action by the President on recommendations of the Commission in favor 
of escape action 





President invoked the escape clause 
Women’s fur felt hats and hat bodies (Oct. 30, 1950) 
Hatters’ fur (Jan. 5, 1952) 
Dried figs (Aug. 16, 1952) 
Alsike cloverseed (June 30, 1954) 
vee movements, and parts (2d investigation) (July 27, 
Bicycles (2d investigation) (Aug. 18, 1955) 
Toweling of flax, hemp, or ramie (June 25, 1956) 
Spring clothespins (4th investigation) (Nov. 9, 1957) 
Safety pins (2d investigation) (Nov. 29, 1957) 
President declined to invoke the escape clause_...............____. 17 
Garlic (July 21, 1952) 
ae movements, and parts (1st investigation) (Aug. 14, 
1952) 
Tobacco pipes and bowls (Nov. 10, 1953) 
Scissors and shears (May 11, 1954) 
Ground fish fillets (2d investigation) (July 2, 1954) 
Lead and zine (Aug. 20, 1954) 
Handmade blown glassware (Sept. 9, 1954) 
Spring clothespins (3d investigation) (Nov. 20, 1954) 
Screen-printed silk searves (Dec. 23, 1954) 
Wood screws (3d investigation) (Dec. 23, 1954) 
Fluorspar, acid grade (2d investigation) (Mar. 20, 1956) 
Para-aminosalicylic acid and salts thereof (Aug. 10, 1956) 
Ferrocerium (lighter flints) (Nov. 18, 1956) 
Ground fish fillets (3d investigation) (Dec. 10, 1956) 
Velveteen fabrics (Jan. 22, 1957) 
Straight pins (2d investigation) (Mar. 29, 1957) 
Violins and violas (Mar. 30, 1957) 
a aan eelemenrerant “amet 3 
Stainless-steel table flatware 
Umbrella frames 
Clinical thermometers 


Escape-clause investigations in which the United States Tariff Commission has 
recommended the establishment or continuation of absolute or tariff quotas * 





Investigation, vote of the ' ; 
Commission, and date of | Recommendation of the Commisson 


Commission’s action | 


Garlic (ist investigation) | Imposition of an absolute quota | On July 21, 1952, the President 
(investigation No. 6, sec. 7) (12,869,150 pounds per year) for an rejected the Commission’s recom- 
(4-2) (June 6, 1952). | indefinite period beginning July 1, mendation for establishment of 

| 1952, the quota to be allocated an absolute quota on garlic. 
among supplying countries as speci- 
fied in the Commission’s recom- 

| mendation. 

Ground fish fillets (2d in- Imposition of an absolute quota (duty | On July 2, 1954, the President an- 
vestigation) (investigation | of 2— cents per pound on imports nounced that he had decided not 
No. 25, sec. 7) (3-2) (May | | equal to 37 percent of average aggre- to accept the recommendation of 


Action of the President 








7, 1954). | gate annual consumption, such con- the Commission for an increase 
| sumption to be determined as speci- in the duty on ground fish fillets 
fied in the Commission’s recom- and for establishment of a quota 


| mendation) for an indefinite period, on imports in any 1 year. 
| the quota to be allocated among 
| supplying countries as specified in | 

the Commission’s recommendation.’ 


See footnotes at end of table, p. 235. 
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Escape-clause investigations in which the United States Tariff Commission has 
recommended the establishment or continuation of absolute or tariff quotas *— 


Continued 


Investigation, 


Commission’s action 


vote of the | 
Commission, and date of 


Recommendation of the Commission 


Alsike cloverseed (investiga- 
tion No. 31, sec. 7) (6-0) 
(May 21, 1954). 


Spring clothespins (3d in- 
vestigation) (investigation 
No. 82, sec. 7) (3-3) (Oct. 
i, 1954). 


Wood screws (3d nrvestiqn: 
tion) (investigation No. 
34, see. 7) (3-3) (Oct. 28, 
1954). 


Alsike cloverseed (eontinua- 
tion of investigation No, 
31, see. 7) (6-0) (Apr. 28, 
1955). 


Ground fish fillets (3d in- 
vestigation) (investigation 
No. 47, sec. 7) (6-0) (Oct. 
12, 1966). 


Alsike cloverseed (investiga- 
tion No. 1, par. 2, Execu- 
tive Order 10401) (5-0) 
(May 8, 1957). 


Spring clothespins (4th in- 
vestigation) (investigation 
No. 57, sec. 7) (4-1) (Sept. 
10, 1957). 


Establishment of a tariff quota (duty 


of 4 cents per pound on imports with- 
in a quota of 1,500,000 pounds.and 6 
cents per pound on overquota im- 
ports) for an indefinite period be- 
ginning July 1, 1954. 


Establishment of an absolute quota 


(450,000 gross year) for an in- 
definite period, beginning Jan. 1, 
1955, recommended by 3 Commis- 
sioners. The other 3 Commissioners 
found no inj 


jury. 
Establishment of an absolute quota 


(2,800,000 gross per year) for an 
indefinite period inning Jan. 1, 
1955, recommended by 3 Commis- 
sioners, such quota to be allocated 
among suppl countries as s 

ified in their recommendation. he 
other 3 Commissioners found no 


injury. 
Establishment of a tariff quota (duty 


of 2 cents per pound on imports 
within @ quota of 2,500,000 pounds 
and 6 cents per pound on overquota 
imports) for an indefinite. period 
beginning July 1, 1955. 


Continuation of the tariff quota pro- 


vided for in United States con- 
cession in General Agreement on 
Tariffs and Trade, but with a duty 
of 2.8125 cents per pound on imports 
within the quota and 3.75 cents per 
pound on overquota imports.? 


Continuation of the tariff quota 


beyond June 30, 1957, as set forth in 
proclamation 3100 of June 29, 1955 
(duty of 2 cents per pound on im- 
ports within a quota of 2,500,000 
pounds and 6 cents per pound on 
overquota imports). 


‘ 


Establishment of an absolute quota 


(650,000 gross per year) for an indefi- 
nite period. 





Action of the President 





By proclamation 3059 of June 30, 
1954, the President established a 
tariff quota (duty of 2 cents per 
pound on imports within a quota 
of 1,500,000 pounds and 6 cents 


r pound on overquota imports) 
for H months beghining July 1, 
On Nov. 20, 1954, the President 
announced that he had decided 
not to take escape-clause action 


with to imports of spring 
clothespins. 


On Dec. 23, 1954, the President 
announced that he had decided 
not to modify the concession on 
wood screws. 


By proclamation 3100 of June 29, 
1955, the President established a 
tariff quota (duty of 2 cents per 
pound on imports within a 
quota. of 2,500,000 pounds and 
6 cents per pound on overquota 
Gapert@ for 2 years beginning 
J 5 1, 1055. 

On Dec. 10, 1956, the President 
announced that he had decided 

not to increase the import duties 

on ground fish fillets. 


By proclamation 3187 of June 2, 
1957, the President extended in 
modified form the tariff quota on 
imports of alsike cloverseed. 
The President ordered a 2-year 
extension of the —_ beginning 
July 1, 1957, and increased from 
2,500,000 pounds to 3,000,000 
pounds the annual imports on 
which the duty will be, 2 cents 
per pound. Overquota imports 
will be dutiable at 6 cents per 


pone. 

The President concurred with the 
Commission’s finding of injury, 
but rejected the remedy it pro- 
posed. By proclamation 3211 
(22 F. R. 9043) of Nov. 9, 1957, he 
withdrew the concession in its 
entirety. 


1 An absolute quota limits the total quantity of a commodity that may be imported during 9s geass 
Ta 


period. 


A tariff quota permits importation of a specified quantity of the commodity at a speci 


duty; imports in excess of this quantity are subject. to higher duties, but may be entered in unlimited quan- 
tities. An absolute quota may be either a global quota (1. e., no restriction is placed on the country from 
which the commodity may be imported) or a country quota (i. e., the quota is allocated among specified 
supplying countries). The allocations in a country quota usually are based on the share of imports ac- 
counted for by the specified supplying countries during a oo period. 

2 The, United States concession on ground fish fillets in the General Agreement on Tariffs,and Trade 
—- for ; duty of 174 cents per pound on a specified quantity, and 244 cents per pound on imports in 
excess thereof. 
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Mr. Baxer. If you have that report, it will be very helpful to all 
members of this committee! 

Mr. Brossarp. I will send a copy to every member of the committee. 

Mr. Baxer. That will be fine. 

The Cuarmman. Let me direct your attention now, Mr. Chairman 
and other members of the Commission, to the peril-point provision in 
the existing law. If I may, let me start with the Vice Chairman, 
since he has already suggested that there are some amendments that 
might be appropriate for us to consider with respect to the peril- 
point provision. 

My first question, Mr. Talbot, has to do with whether or not any 
of you have recommended changes in the peril-point provision of 
the existing law. I think earlier today you indicated that you thought 
that some changes ought to be made. 

Mr. Tatgor. Yes. I think if I outline the problem it probably will 
give the committee the difficulty with this peril-point procedure as it 
affects the new extension act. 

The CHarrman. Let me ask you this, now. Let us not, for the 
moment, get into a discussion of the provisions that is in the bill and 
on which you have reported to this committee. I want to talk to 
you about that a little later. But aside from that, I got the im- 
pression from what you said this morning that there might be some 
other.suggestions that you wanted to make to us for improvement 
of the administration of the peril-point provision. 

Mr. Taxzor. I think that the Tariff Commission has effectively 
worked the peril-point procedure, but. it is working a procedure to- 
day which takes effect 1, 2,3, 4, or 5years from today. 

That is the difficulty with the concept in that if we are to reduce 
rates over a 5-year period at the rate of 5 percent a year, we must 
make a present peril-point finding which covers the entire period. 
Now, that means that we have got to crystal gaze to see what the 
imports will be 2, 3, 4, or 5 years from today. 

e have to know the domestic production 2, 3, 4, or 5 years from 
today; or else we have to be practical and only reduce rates by the 
maximum amount where we can presently reduce them the full 
amount. 

In other words, we have got to find a peril point which will allow 
a reduction of the entire 25 percent at the present time. We do not 
do it in 5 stages; we do it in 1 stage. Therefore, it involves looking 
into the future and I do not know any method where this can be done 
with accuracy. 

The Cuarrman. I thought this morning you had something in mind 
in addition to the discussion of the provision which, as I remember, 
is section 4 of H. R. 10368, and similar bills. 

Do you have any other recommendations for improvement of the 
peril-point provision ? 

Mr. Tarsor. Not.on that point. 

The Cuarrman. I mean with respect to your operations; do you 
have any suggestions to make to us for improvement of the admin- 
istration of the peril-point provision in existing law? 

Mr. Tatgor. No; I do not. 

The Cuatmman. Do any of you have any suggestions that would 
be helpful to us? 
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Mr. Brossarp. I do not. 

The Cuarmman. First of all, under existing peril-point provisions, 
the President sends to you a list.of. items on. which. concessions are 
being considered. : 

Mr. Brossarp. That is right. 

The Cuamman. When you receive that, under the law you have 
120 days within which to report back to the President on what you 
deem to be the point below which the duty on each of these items 
should not becut. That is right; is it not? 

Mr. Brossarp. Yes; and also the opposite, the minimum increase 
in duties that would be required to prevent serious injury to industries 
that are on the list. 

The CHaimman. Let us take for illustration an article on which the 
present duty is 25 percent ad valorem. The President notifies you, 
among other things, that that is an item on which our American 
negotiators are considering making a concession. He does not tell 
you at that point anything about whether it would be a 5-percent 
reduction or 10-percent reduction or anything else with respect to the 
nature of the reduction. 

Mr. Brossarp. That is right. 

The CuarrMan. He asks you to advise him as to what it, is that he 
might be able to do by way of reducing this 25 percent ad valorem 
rate without running the risk of threatening injury or bringing serious 
injury to the particular domestic industry that is engaged in the 
production and sale of this particular article. 

Now, you reach the conclusion in connection with that article that 
the existing 25 percent ad valorem rate is the lowest rate that can 
obtain if injury is to be avoided and you so report to him. 

Mr. Brossarp. Yes, sir. 

The Cuarrman. When you do that you have made a finding. 

Mr. Brossarp. Yes, sir. 

The Caarrman. What have you used to reach that. conclusion? 
What criteria, what standards, and so on do you use? Are they not 
about the same considerations that go into the development of find- 
ings under the escape clause? Are they different? 

r. BrossarD. They are identical, almost, except that—— 

The Cuatrman. What disturbs me now is that you have a thousand 
and one items on this list that the President sends down to you, and 
you must reach a conclusion with respect to what the peril point is 
on each one of these items within a. period of 120 days. 

Now, if you use the same standards, the same criteria in reaching 
a conclusion with respect to where the peril point must be on a thou- 
sand and one items in 120 days, then what is the justification for the 
prolonged consideration of whether or not injury exists under the 
escape clause and why should we give you 9 months to investigate one 
item under the escape clause? Do you see my point? 

Mr. Brossarp. Yes, sir; I anticipated it. 

The Cuatrman. It is hard for me to believe that you use the same 
standards and criteria. 

Mr. Brossarp. On the peril-point. investigation, I am a member of 
the Trade Agreements Committee, for example, and before we start 
to talk about it at all, why, the Tariff Commission has to prepare all 
the information on these products that the President might consider 
In a trade agreement with I apan or any other country. 
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The Tariff Commission prepares that information for the considera- 
tion of the Trade Agreements Committee before even it starts to 
decide what items to put on the list. So that our technical men are 
involved in this thing a good 6 months, sometimes a year, before the 
President even issues his list. 

That is one thing. The other thing is that in addition, in an 
escape-clause investigation, in addition to the criteria which we have 
with respect to the individual industries in a peril-point investigation, 
we get the financial statements of the individual. producers in an 
escape-clause investigation. 

The CuHatrMan. As a matter of fact, Mr. Brossard, it is difficult 
for me to imagine that you can possibly use the same standards and the 
same criteria for reaching a conclusion as to what the peril point is 
that you would use later on in determining whether relief ought to be 
granted under the escape clause. 

Now, if you insist that you do use the same standards and criteria, 
that you give the same consideration to where the peril point should 
be initially as you give in the operation of the escape clause, then 
either we do not give you enough time with respect to the peril point 
or we give you too much time with respect to the escape clause, or else 
we must assume that the peril-point operation is not a very effective 
operation. 

Mr. Brossarp. I have just said that the Tariff Commission is eon- 
sidering these items months in advance of the President’s list. 

The Cuatrman,. On what basis do you do that? 

Mr. Brossarp. Because we are the agency responsible for getting 
up the information to the President to make the list on; months before 
the President issues this list the Tariff Commission has to assemble 
the information. 

The CHamman. Are you responsible initially for every item on 
which a concession has been made? Do you want us to assume that 
for the record ? 

Mr. Brossarp. We prepare the information on hundreds of items 
that are not even included in the list at the request of the State Depart- 
ment, plus all the items that are inclided in the list. 

The Crarrman. That is statistical information; is it not? 

Mr. Brossarp. It’ is information about the industry; a long list of 
pages of information. 

e Cuarmman. You are not making a determination on all those 
items to find out whether or not we are above the peril point? 

Mr. Brossarp. No. We make a study of the information and sub- 
mit it to the Trade Agreements Committee, and the Trade Agree- 
ments Committee is the agency which determines the items to go on 
the list. 

The Cuatmrman. I know, but that is statistical information. What 
I am getting at is you do not advise the President ahead of time? 

Mr. Brossarp. We do not make the peril point ahead of time. ‘We 
are not responsible for putting any item on the list. As a matter of 
fact, we do not even vote on matters of that kind at all. 

The Cuarmman. In making a determination about what items ought 
to be submitted to the Trade Agreements Committee to begin with, do 
you send out questionnaires or anything like that to see whether or 
not the industry itself feels that this item should be included ? 
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Mr. Brossarp. We do not send questionnaires. We have gone into 
the field a good many times, our personnel go in the field before the 
items are put on the list and before we make a finding on peril point. 

The CuatrmMan. What you submit initially to the Trade Agreement 
Committee is something entirely different from what the President 
refers back to you and asks you to do with respect to the peril point? 

Mr. Brossarp. Very different; that is right. 

The Cuarrman. How can you then conclude that you have been 
looking at the peril point on each one of these things long before he 
submits the list to you ? 

Mr. Brossarp. We have not been trying to determine the peril point, 
but we have been considering the information; the staff has gotten 
up the information. 

Mr. Downe. We are continually gathering information from all 
industries. 

The CuatrmMan. To determine what the peril points are? 

Mr. Dow tna. Information on every ndustiy) things we do not 
know whether they are going to ask us about at all. That is a con- 
tinuous operation of the staff. 

The CHarrman. Now you have all that information available for 
the purpose of peril point determination so that you can make such 
determinations within 120 days. Why do you not have the same in- 
formation for the purpose of escape clause action when an application 
is filed? Why does it take so much longer if all that information is 
constantly before you and constantly being sought by your staff? 

I am not trying to embarrass you at all. What I am tryimg to de- 
termine is whether or not, in the light of the request that has been 
made by the administration in the bill for the staging of tariff reduc- 
tions, we need to do anything with respect to the peril-point langua 
that is not presently in the law in order to give you, as the arm of the 
Congress looking after these matters for us, some greater facility to 
make decisions as to whether or not an item ought to be on the list or 
not, and if it is on the list, what is the minimum to which the duty 
ought to be cut ? 

Mr. Brossarp. Probably if we had 4 months or 5 months or 6 
months or something, we might make a more detailed study of some 
of the items, but it is a question of whether it would be necessary for 
peril point or not. Most of these cases in the peril point are very 
clear, where there is even a maximum reduction. 

There has been very few escape-clause cases filed even where the 
peril points have been found to be reduced the maximum percent. 

The Cuatrman. What happens, Mr. Commissioner, in the event 
that your suggestion is not acted upon in the example I used where 
you find that any rate below 25 percent ad valorem would not afford 
protection and they go ahead and reduce it to 15 percent ad valorem? 
After it goes into effect, within a year I petition, as an interested 
party, to make recommendation for some relief, and I show you as 
far as my application is concerned that I have been injured directly 
as a result of imports under concession. 

Mr. Brossarp. We grant you relief under the escape clause. 

The Cuatrman. You would not have to take too much time to do 
that, would you, because you have already made a finding as to the 
peril point. 











240 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Brossarp. If we do what we do now, we would go out in the 
field and get the financial statements of these various companies and 
check them. That is about the difference. 

The Cuarrman. Why do you do all that if you have already told 
the President or the trade committee that this industry cannot stand 
a cut below 25 percent and here he has done it anyway ? 

Mr. Brossarp. We are just questioning, ourselves, whether or not 
some of this additional information is necessary. 

The Cuamman. Is that the reason, then, sometimes they cut below 
your recommendation, they question you, too? 

What I am trying to do is to get the situation wherein complete 
confidence can be placed in your finding with respect to this peril 
point if it is to continue to operate, and we are to do this cutting in 
stages in the future because I realize the complications that. are 
brought on you by this staging process, to begin with. 

How can you reach a satisfactory conclusion, as Mr. Talbot says, 
as to what is going to be the situation 4 or 5 years from now, when 
the last stage of it is going into effect ? 

Mr. Brossarp. With a complicated proposititon like that, the only 
practical thing we can do would be to determine whether the 25-per- 
cent reduction would injure each individual industry. 

The Cuarmman. What can we do with this peril-point provision? 
If we are going to put you in this position, what can we do with the 
peril point to make it have some possibilities of accuracy under this 
staging process ? 

If you feel that it has had a degree of accuracy in the past, what 
can we do now with this changed situation to continue that degree 
of accuracy ? 

Mr. Brossarp. The thing you could do to make it more effective and 
more secure probably would be to give us more time to do the job— 
more than 120 days. 

The Cuamman. If we do that, then that interferes with negotia- 
tions to begin with. 

Mr. Brossarp. Yes, it does. They would have to start earlier. 
The whole procedure would have to.be delayed.that much longer. 

The Cuamman. I would say we ought not to be concerned with 
the negotiations until we know what we ought to do at the negotia- 
tion table. 

Mr. Brossarp. That is right. We ought to know what we are 
going to do before we do it. 

Mr. Scuremer. May I comment on one question you raised? I 
think you raised the question that if we have made a peril point on 
& given commodity and the negotiators cut.it down to 15 percent, I 
think what is bothering you is why would it take us 9 months to 
make an escape clause. 

The Cuarrman. Exactly. 

Mr. Scureter. I think the 9 months in all probability would not 
be required in such an instance because a good lot of that basic mate- 
rial we already have had. However,.if it is some. rather large 
industry it might take us a full 9 months. 

The Cuatrman. Mr. King is not here, but let me get over into his 
section. You have made a finding of peril point, whatever it was, 
anyway you made a finding that we could freeze the tuna on the free 
list ; somebody did. 
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Mr. Brossarp. Albacore on the free list. 

' The Cuarrman. You have been longer than 9 months making a 
study of whether or not injury has resulted. Now, you must have 
made some study of that in connection with peril pomt when it was 
submitted to you initially. 

Mr. Brossarp. The study we are making is not under the escape 
clause. The study we are presently making is under section 382, 
for reporting to the Congress, and that is very much broader than the 
peril point or escape clause. 

The Cuarrman. You have had application under the escape clause, 
but that did not get anywhere. 

Mr. Brossarp. That is because we could not give them any relief. 

The Cuairman. There is no relation between the finding that they 
could put it on the free list forever on the peril point and this 
matter you are now submitting. 

Mr. Brossarv. That is right. 

The Cuarrman. I am still reminded of the fact you do not make 
any specific recommendation under 332 as to what ought to be done. 

Mr. Brossarv. That is right. We would do it if we were re- 
quested to do it, but we did not think this voluntary information to 
the Congress was warranted. We thought you would be able to make 
up your own minds, 

The CuHarmrMan. You gave us the benefit of your thinking in this 
report of February 18 on this legislation with respect to this, section 
before. What I am trying to find out is if that is not the proper 
approach, if that is not the way to handle this peril point, could 
we get from you, not now, how we can handle this thing; that is. 
how can you handle it? 

What can we do to enable you to do a better job under this kind 
of program because this is the first time we have ever had anything 
like that before ? 

Mr. Brossarp. It is the first time we have ever had it. 

The Cratrman. It has always been on the basis of doing it today, 
not put into effect tomorrow the full amount, but here we are talk- 
ing about doing something that will put into effect at least within 
a period of 3 years, maybe, longer, and actually it just occurred to 
me that to do it in this staging process they might have been trying to 
get around the need for any peril-point determination. 

T do not say it is the case, but it certainly appears to make it effec- 
tive. We do not want to leave it without some satisfactory solution: 

Mr. Brossarp. We will be glad to discuss the matter among our- 
selves and see if there is something we can come up with and, if we 
can, we will write you a letter. 

The Cuamman, All right, and even if there is some idea that the 
time itself might have to be extended, I would like you to at least 
advise us your thinking on that, if that is the only way around it. 

Mr. Mason. I want to clarify in my own mind this situation. You 
submit to the President, before the negotiations or anything else, a 
lot of statistical data and factual data in connection with a thousand 
and one things that they may consider, and then he selects the things 
that he wants to have them consider and sends you down that list. 

All right. You are prepared, then, in 60 days because you have 
already furnished most of the data and statistics. 
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Mr. Brossarp. 120 days. 

Mr. Mason. All right; 120 days. You are prepared, then, to say 
the peril point on this is so-and-so, the peril point on that 1s so-and-so, 
Now, that is easy for me to understand. ' 

Then they go into negotiation and they pay little attention to your 
peril-point finding and they say, “Instead of 25 percent we are going 
to cut it down to 15,” as the illustration which was given here. 

Then some segment of the industry comes in and says here they are 
hurt, after a year or two. Now, then, in addition to those statistics 
and those facts, in order to check on your judgment of what that peril 
point should be according to your judgment, you then have to go 
out in the field and back up your ipcgnent by a lot of financial state- 
ments and so forth that you get and you may take 6 months to get 
those financial statements to verify or back up your peril point so that 
you can say, “We were right and a were wrong when you dis- 
regarded it,” something like that. Is that the situation? 

Mr. Brossarp. That is not the situation, emphatically. The Tariff 
Commission does not act anything like that. If our judgment has 
been wrong in recommending a reduction of duty and we find that 
the facts after we have had an escape clause and the people are injured, 
our judgment is based upon the facts that are AEE and the con- 
sequences of the reduction of the duty and not upon anything that 
precedes that. 

Mr. Mason. I see. That is all, Mr. Chairman. 

The CuaAmman. I have one further question, and then I will be 
through with the gentleman. 

You are familiar with section 8 of the report that was filed by the 
Boggs subcommittee, the one filed in March of this year? You have 
had a chance to look over that, have you # 

Mr. Brossarp. I have not looked it over. 

The Cuamrman. Section 8 of the report of the so-called Boggs 
committee has to do with the suggestion of some type of analytical 
analysis of annual reports of the ‘Tariff Commission on the operation 
of the trade-agreement program. 

Mr. Brossarp. Yes, 1 am familiar with that. We have often dis- 
cussed that with Mr. Morrison when he was at the Tariff Commission, 
so we know what is in it. 

The Cuarrman. What do you think about this business of an annual 
report of the Tariff Commission on the operation of the trade-agree- 
ment program as recommended, the changes that are recommended 
here in this section ? 

Mr. Brossarp. Well, if we are required to do it, but we think—— 

The CuHatrman. I understand, but I am more interested in this. 
Do you see any good that will come to us and to the public from having 
such a report? Would it impose too great a burden upon the very 
limited staff that you have in the Tariff Commission ? 

Mr. Brossarp. I think we would have to get additional help to make 
that kind of study, and I think it would take considerable time to 
make it. I am not sure what value it would be to you when you got it. 

The Cuarrman. Is it possible that it would grow into having such 
value as the President’s Economic Report, which the Congress a few 
years ago decided we wanted him to file each year ? ' 
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Mr. Brossarp. Yes; it could duplicate some of that. The Presi- 
dent has an economic staff. He could have them report such eco- 
nomic data. 

The Cuarrman. This report we are talking about would only be 
in the field of trade, not the overall economy. 

Mr. Brossarp. As I understand it, it has reference particularly 
to the trade-agreement program, an analysis of the trade-agreement 
program; it is an extension of our present annual report on the trade- 
agreements program which would include the economic analysis of 
the effect, of these various things. 

The Cuamman, That is right. 

Mr. Brossarp. That gets into a very speculative field because no- 
body can tell what the economic effect of these will be precisely. It 
is a matter of reasoning, logic, and economic extension of thought. 

The Cuatmrman. Can anybody tell what the economic effect is, 
looking back? In 1958 you report on the year 1957. 

Mr. Brossarp. You can tell what the facts are; that is about all. 
You can tell what has been developed; what the industry has devel- 
oped. 

The CHAIRMAN. You can put on some rose-colored glasses or some 
black glasses. 

Mr. Brossarp. That is right; you can speculate on that. 

The CHarmrMan. Can you get unanimous reports; would it be pos- 
sible for the Commission to get a unanimous report? 

Mr. Brossarp. I do not think you could, J doubt very much that 
you would get two people who would agree on,the Commission on 
the matter. 

The CHarmMan. Sometimes it is awfully hard to get the Congress 
to agree on what the future holds. : 

Mr. Curtis will inguire. 

Mr. Curvis. Mr. Chairman, I am glad you brought up. this point 
on this report because I am very ele interested in that, and I think 
the Boggs subcommittee report analyzes what you have done in 
the past. 

One of the main questions asked is with reference to the fact that 
we are now required by law to file 2 reports, 1 by the President and 1 
by the Tariff Commission. The question is, Are those duplications 
and if they are, could we do a better job by requiring one report, and 
if so, should it be the President, whose information, of course, would 
be largely supplied by the Tariff Commission, but the President rather 
than the Tariff Commission, or should it be the Tariff Commission ¢ 

Now, your first report, 1 think when you first made it under the 
Executive order, was really quite comprehensive, and in my judgment 
very excellent. But I think the Congress is to blame for alot of this 
and did not take that report and do much work with it. 

The result was, as I judge it, the caliber of the reports deteriorated. 

Mr. Brossarp. It might duplicate somewhat. The President’s re- 
port attempted to avoid duplication. There is an enormous lot, of in- 
formation in our report that is not in the President’s report, all about 
what the foreign countries have done and their changes in rate and 
what they have done about their exchange difficulties and so on. 

It is in our report and is not in the President’s report at all. A. lot 
of the statistics that are in our report about what has been done in, 
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the trade agreement and what rates have been changed, and so on, 
is not in the President’s report. 

Mr. Curris. Mr. Chairman, I wonder if I can make a suggestion! 
Tnasmuch as the subcommittee has done, I think, a rather comprehen- 
sive analysis of this, if the Commission could make some comments on 
our report. 

The Cuarrman. Mr. Curtis, I would think it might be some degree 
embarrassing to the members of the Commission. I am sure you 
would not want them to be embarrassed at all. 

Mr. Curtis. No. But, for instance, we have in here certain con- 
clusions on page 109. Certain conclusions have been drawn. On the 
preceding page, 107, are comments which pretty well pose these prob- 
lems. 

It is nothing that we can do informally here, but this has been 
pretty well boiled down to what we are talking about. I think that 
the Commission might well look at those comments and conclusions 
and give us the benefit of their reasoning. 

The Cxamman. There are not policy questions. They are actually 
evaluation questions. 

Mr. Curtis. That is right; they are not policy. 

The Cuarrman. If it could be handled in such a way that the Com- 
missioners themselves would not be embarrassed in what they say in 
connection with it, I would have no objection to it, Mr. Curtis. 

Mr. Curtis. I did not want to get into policy. As you correctly 
appraise them, these are more in the nature of conclusions that we 
have drawn from the facts. They do not involve policies. 

The Cuamman. Let me ask you this, Mr. Chairman. Could you do 
as Mr. Curtis has suggested and submit that in a letter? Then we can 
determine whether or not we wanted it in the record so you will know 
ahead of time that it might go in the record. But since you have been 
asked to do it, I hope you will not feel any embarrassment at. all in 
giving us your interpretation of the suggestion. Is that agreeable? 

Mr. Curtis. Yes. 

Mr. Byrnes. You are talking just about that aspect of the commit- 
tee report dealing with the reports furnished to Congress by the Tariff 
Commission and by the President? 

Mr. Curtis. That is correct. 

The CuatrMan. That is what Mr. Curtis has reference to. 

Mr. Brossarp. We will be glad to take a gander at that and let you 
know what we think about it. 

(The following communications were received by the committee :) 


UniItTep States TARIFF COMMISSION, 
Washington, D. C., March 4, 1958. 
Hon. Wirpour D. MII1s, 
Chairman, Committee on Ways and Means, 
House of Representatives. 


Deak Mr. CHarRMAN: There are returned herewith two copies of the tran- 
script of the testimony of members of the Tariff Commission before your com- 
mittee on February 20, 1958, with corrections indicated therein. Thank yon for 
the opportunity of making these corrections. 

Certain additional material called for is inserted on page 229. Your committee 
also asked. for the Commission’s comments on the suggestions contained in 
section 8 of the Boggs committee report with regard to the annual reports of the 
Tariff Commission on the operation of the trade agreements program. ‘These 
eomments will be submitted shortly. Your committee also requested the Com- 
mission’s suggestions regarding the need for amendment of the peril-point provi- 
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sion in the light of the request of the administration for authority to reduee the 
duty rates by stages. In this connection you alluded to the comment which the 
Commission made on the administration bill in its report to your committee on 
February 18, 1958. 

It has always been recognized that the peril-point provision, insofar as it 
involves the determination by the Commission of the extent to which a rate of 
duty might be reduced without causing or threatening serious injury to a domes- 
tic industry, is, for all practical purposes, a forecasting process. The best that 
can be expected of the Commission is a considered judgment the value of which 
is recognized only because made by an agency which is expected to have a certain 
amount of prescience in this area by reason of its preoccupation with the study of 
the effects of import competition on domestic industries. 

The Commission believes that its ability to make peril-point determinations 
would not be affected by the staging formula so long as it is not required to 
determine the peril point for each stage, or to make its determination on the 
basis of whether a particular reduction would be injurious or not injurious, 
depending on whether the reduction was made in 8 stages, 4 stages, or 5 stages. 
The Commission believes that the only practical way it can perform its peril- 
point determination function is to determine to what extent a duty reduction 
might be made (within the total permissible reduction) without causing or 
threatening serious injury to the domestic industry, without also having to 
consider whether a greater or lesser reduction might be made depending on the 
number of stages and the extent of reduction in each stage. To require the 
Commission to consider staging factors would complicate the process beyond 
reason. This is why the Commission asks, in its February 18 report, that the 
Jongress recognize—as it did in connection with the 1955 extension—that the 
Commission would only be expected to determine peril points on the basis of a 
total reduction rather than on the basis of the application of a total reduction on 
a gradual basis. If this is made clear, the Commission believes that no amend- 
ment of the peril-point provision is necessary because of the incorporation of the 
staging principle. 

Sincerely yours, 
Epcar B. Brossarp, Chairman. 


UNITED STATES TARIFF COMMISSION, 
Washington, D. C., March 7, 1958. 
Hon. Wicsur D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Mrixs: At the hearing of the Ways and Means Committee on Febru- 
ary 20, you and Mr. Curtis asked members of the Tariff Commission to comment 
on the review of its annual reports on the operation of the trade agreements 
program that appeared in the study submitted by the Boggs subcommittee to 
the Ways and Means Committee on March 8, 1957. The Commission examined 
that review when it first appeared, but did not comment on it at the time because 
for one reason the Commission did not know—and, for that matter, still does not 
know—in what measure the review reflected the judgment of the full membership 
of the Ways and Means Committee. You will recall that a note appearing on 
the cover of the Boggs subcommittee report advised that “Its contents have not 
been substantively considered by the full committee membership, and hence it 
has neither been approved nor disapproved by the full committee.” 

It is not clear to the Commission whether the subcommittee evaluation of the 
Commission’s trade agreements reports was primarily (1) for the purpose of 
suggesting ways in which the Tariff Commission might more effectively discharge 
its obligation to “submit to the Congress a factual report [at least once a year] 
on the operation of the trade agreements program,” or (2) for the purpose of 
inviting the Congress to consider what new instructions it should give to “the 
Tariff Commission to provide certain types of additional information on [the] 
operation of the program,” particularly with a view to avoiding the duplication 
of material contained in the President’s report on the same general subject. The 
study points out that the 1955 extension of the Trade Agreements Act “called on 
the President to make reports on subjects on which the Tariff Commission had 
been reporting without giving the Tariff Commission any further instructions 
as to what was expected from its reports.” The subcommittee report states, 
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“indeed, the only guidance to the Tariff Commission is that its report be ‘fac- 
tual’”; the subcommittee accordingly suggests that “Consideration should be 
given to clarifying the instructions given to the Tariff Commission.” 

The subcommittee report does not overtly challenge the Commission’s preroga- 
tive of determining for itself what is meant by a “factual report,” but it pur- 
ports to find that the “Commission has modified its understanding of the coverage 
and treatment required of a factual report.” Their review states that the Com- 
mission’s “first reports’ on the operation of the trade agreements program were 
more analytical than its more recent reports have been. It notes that “the 
Commission’s first report on the operation of the trade agreements program 
eoncerned itself with the world economic situation that gave rise to the trade 
agreement legislation” and that it reported “the conflicting viewpoints and 
positions held * * * with respect to legislative and administrative actions 
affecting the trade agreements program,” et cetera. In contrast, the review 
claims, “The more recent reports of the Commission have been confined more 
strictly to presenting factual information than the earlier ones * * *. There ap- 
pears to have been no effort made to explain the conditions and implica- 
tions * * * in the same way that the first report attempted an evaluation of 
the international economic situation. Moreover, the language of the later reports 
has been excessively ‘governmentalese’ and arid and this tended to reduce the 
clarity and significance of the reports.” 

The subcommittee’s review suggests that the Commission’s reports progres- 
sively deteriorated after its “first reports.” The examples cited, however, con- 
trast the later reports, not with the Commission’s “first reports,’’ but with its 
“first report.” ‘The Commission’s first report was, in fact, broader and more 
detailed than any subsequent report in the series has been. The first report, 
however, covered a period of 14 years, 1934-48, whereas each of the 9 subsequent 
reports covered only a single year. In the first report, the origin and history of 
the trade agreements program and of the general provisions of the general agree- 
ment and of several other developments had to be detailed, but there was no cor- 
responding need in the subsequent reports to devote similar space to the year- 
to-year developments. Where significant developments did occur, however, they 
were reported and analyzed in what the Commission considered adequate detail. 
Moreover, the statistical analyses that were appropriate in the first report, cover- 
ing a period of 14 years, could not generally be employed in the subsequent reports 
eovering only single-year periods. The general approach, scope, and analysis of 
the subsequent reports have changed but little over the years; there has been 
substantial continuity in their authorship and in the directives under which the 
reports have been prepared ; and in the opinion of the Commission the subsequent 
reports have not deteriorated in any respect. 

Such variation as has occurred in the scope and detail of coverage in the 
Commission's trade agreements reports from year to year reflect not only 
changes in the subject matter that had to be analyzed but also changes that 
took place in the overall workload of the Commission. The Commission cannot 
neglect its other obligations—such as the completion of escape-clause investi- 
gations within the time limits prescribed by the Congress—in order to devote 
as much time as it might like to the preparation of its trade agreements re- 
ports. For example, in its 10th trade agreements report, which is being com- 
pleted at the present time, the Commission has, of course, analyzed the impli- 
cations of the European common market, but not in as much detail as it would 
have liked, primarily because of the numerous other concurrent and higher 
priority demands on the Commission. Had these other demands been even 
more severe, the Commission would have been obliged to turn out a still shorter 
and less detailed report, but such a report would not have been indicative of a 
change in the Commission’s conception of the appropriate content of a factual 
report. The Commission in fact has not in any way “modified its understand- 
ing of the coverage and treatment of a factual report” as charged by the sub- 
committee. 

In the 10 vears the Commission has made these annual reports it has had 
occasion to consider almost every suggestion that that subcommittee has re- 
eently offered—as well as many others—for expanding the scope of its trade 
agreements reports. Critical examination of those suggestions, however, re- 
vealed that most of them were impracticable for one reason or another. The 
suggestions that were constructive were adopted but the Commission has been 
able thus far to make only limited progress in implimenting some of them. The 
Commission presents below its comments on the more important suggestions 
offered by the subcommittee. 
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The subcommittee report proposes that the Tariff Commission undertake “an 
analysis of the level of United States tariffs and the effects of price changes, 
and changes in the composition of imports, as well as changes in tariffs through 
trade agreements.” The Commission has alréady issued a number of separate 
reports that supply most of that information and will shortly issue another 
such report. These reports do not, however, take account of the effect of 
“changes in the composition of imports” on the United States “level” of tariffs. 
The Commission knows of no technique whereby the effect of such changes on 
that level can be statistically measured with even reasonable accuracy. 

The report suggests that the Commission anaiyze international developments 
affecting our foreign trade, such as “Problems of inflation abroad and currency 
devaluation.” The Tariff Commission has no staff in foreign countries and 
does not customarily send its staff abroad to conduct investigations. The 
Commission could, of course, use information on these subjects that was 
gathered, assembled, and published by other agencies. In fact, it does so to the 
extent that it discusses these subjects in its reports. However, other agencies 
of the Government, notably the Departments of Commerce, Treasury, and State, 
as well as such organizations as the International Monetary Fund and the 
World Bank, have better seurces of firsthand information on these subjects and 
are otherwise better equipped than the Tariff Commission to prepare detailed 
reports on them. Since all these organizations currently issue such reports, 
the Commission does not feel that it should attempt to duplicate their efforts. 

Another of the subcommittee suggestions is that the Commission analyze the 
United States balance of payments “with attention to the role of tariff reduc- 
tion in eliminating the dollar-gap problem. An aspect of this subject to be con- 
sidered would be the question of whether maintaining balance of mutual con- 
cessions defeats or postpones adjustments needed in the balance of payments.” 
The effect of tariff reductions on the United States balance of payments is quite 
minor in comparison with the other factors bearing on it. The Commission 
could only speculate on what the United States balance-of-payments position 
would be in the absence of the trade agreements program. Adoption of the 
suggestion that the Commission consider whether balancing of mutual conces- 
sions defeats or postpones needed adjustments in the balance of payments 
would certainly involve the Commission in speculation and in making policy 
judgments that would be inappropriate in a factual report of the Tariff Com- 
mission. 

The suggestion that the Commission analyze “the extent to which tariffs do 
or do not restrain imports and, conversely, the extent to which tariff liberal- 
ization could induce greater imports” appears to invite the Commission to do 
on a major scale what it has found to be most difficult to do even on a very 
limited basis. The diversity of opinion in the Commission on the impact of 
various levels of tariffs on the limited number of imports that have been the 
subject of special Tariff Commission investigations is conclusive evidence that 
the Commission would not be able to agree on the effects of all our tariffs on 
the totality of our imports. It would probably be as difficult for the Tariff 
Commission as for the Committee on Ways and Means to agree on such matters. 

The reason for the subcommittee suggestion that the Commission analyze 
“foreign tariff and other import restrictions as they affect United States exports” 
is not clear. Each of the Commission’s trade agreements reports contains a 
whole chapter specifically devoted to discussion and analysis of that very topic. 
The Commission has not, however, analyzed “the prospects for the expansion of 
United States exports by the reduction or elimination of such [import] restric- 
tions.” Any such analysis would be highly speculative and therefore out of place 
in a factual report. Furthermore, that is a subject on which the Bureau of 
Foreign Commerce in the Department of Commerce has primary responsibility in 
our Government and accumulates firsthand information on restrictions by foreign 
countries on United States exports and the Commission avoids as far as possible 
duplication or overlapping of the work of that bureau of the Government. 

In suggesting that the Commission set forth its criteria for assessing the pro- 
tectiveness of various rates of duty, the subcommittee, in effect, suggests that 
the Commission should disclose precisely how it arrives at its peril-point find- 
ings. Such a disclosure would, for all practical purposes, be tantamount to dis- 
closing the peril-point findings themselves. At present, the Commission’s peril- 
point findings are initially confidential and only under special circumstances pro- 
vided by law (sec. 3 of the Trade Agreements Extension Act of 1951) are any of 
them ever made public. If so directed, the Commission would of course report 
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precisely on how it arrives at its peril-point findings and, for that matter, would 
report even the findings themselves. The Commission observes, however, that 
such disclosures would seriously handicap the United States in its trade-agree- 
ment negotiations, inasmuch as no foreign country makes public how it arrives 
at the most favorable tariff treatment that it is prepared to extend to imports 
from the United States and other countries. 

The subcommitee proposes that the Tariff Commission analyze “the effects of 
the escape clause and other provisions of tariff laws on imports and, more 
specifically, on the trade of individual foreign countries with the United States.” 
The Commission could only speculate on what would have occurred in our import 
trade—particularly with individual countries—if there had been no escape- 
clause legislation and if other provisions of our tariff laws had been different 
from what they have been. The Commission knows of no technique that would 
yleld factual answers to the aforementioned questions. 

The subcommittee further suggests that the Commission prepare “Special 
industry studies designed to convey information on the problems of domestic 
industry as they relate to import competition and changes in export markets.” In 
this connection the subcommittee recommends that the Commission bring up to 
date its Summaries of Tariff Information, the last issue of which was published 
in 1948. To the extent that the Commission has been able to do so, it has issued 
such special industry reports and it has brought its tariff summaries up to date. 
The Commission’s escape-clause reports supply the aforementioned information 
on the industries that are presumably the most vulnerable to import competi- 
tion. At various times in the past—when the Commission was not so over- 
taxed as at present—it prepared many special industry studies, such as the War 
Changes in Industry Series and the Industrial Materials Series. All the reports 
in those series discussed inter alia problems of import competition and changes 
in export markets. The Commission has not brought out a complete new edition 
of its Summaries of Tariff Information only because of iack of adequate staff 
and because other of its projects have continued to have higher priority. The 
last edition of those summaries contained 2,300 reports on individual com- 
modities or groups of commodities, comprising in all 44 volumes covering a 4-foot 
shelf of printed books. The preparation of that edition took most of the time of 
the greater part of the Commission’s staff for a period of well over 2 years. Even 
if the Commission were now to abandon all other projects, it would not be able 
to prepare a complete new edition of its tariff summaries in less than 1 year. 
Inasmuch as the Commission must continue its other activities, it plans merely 
to follow its practice of bringing up to date only the most urgently needed sum- 
maries. On such work, the Commission is now limited to about 15 man-years 
annually, the other staff being fully engaged on the most urgent legally required 
investigations. 

In summary, the Commission wonders whether the subcommittee review of 
the Tariff Commission’s Reports on the Operation of the Trade Agreements Pro- 
gram was made without sufficiently careful scrutiny of the Commission reports 
themselves, without reference to other reports made by the Commission and other 
agencies of the Government (as well as by some international organizations), 
and without adequate consideration to the demands on the Commission's facilities 
for meeting its many statutory obligations other than the preparation of trade 
agreements reports. Many of the suggestions made by the subcommittee call 
not for the objective reporting of factual information but rather for academic 
speculation which, in the Commission’s opinion, has no place in reports made 
by the Commission under its present directives. 

In view of the considerations set forth above, the Commission, unless directed 
by the Congress to do so, does not feel warranted in modifying the procedures 
it presently uses in preparing reports on the operation of the trade agreements 
program, This, of course, is a position that the Commission would alter if spe- 
cifically directed to do so pursuant either to existing or new legislation, or in 
such circumstances as would permit more staff time to be devoted to the prepara- 
tion of trade agreements reports and other related reports. 

The Commission respectfully points out its need for more staff if it is re- 
quired to do all of its statutory requirements in the detail suggested by the sub- 
committee. Should the Ways and Means Committee or the Congress, in spite of 
the difficulties mentioned in this letter, determine that the Commission should 
do these additional tasks in the broader field and in the more detailed manner 
suggested by the subcommittee, the Commission should be authorized and given 
sufficient funds to enlarge its staff adequately to carry out such programs. 
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The Commission wishes to note in closing that it is aware of its personnel 
problems in relation to its workloads which often results in its efforts being 
spread thinner than they should be even on projects of the highest priority. For 
the fifth consecutive year the Commission’s budget before the Congress has 
asked for increases in personnel. For the fiscal year 1959, the Commission re- 
quests 24 additional employees. The Commission believes that the addition of 
qualified personnel at a feasible rate will make possible the addition of such 
features as are practicable to its reports on the operations of the trade-agree- 
ments program and also to improve other of its investigative and reporting 
activities. 

Sincerely yours, 
Epear B. Brossarp, Chairman. 

Mr. Curtis. Mr. Chairman, I have this final thing. On this peril 
point, the way I visualize this thing you do use the same criteria, but 
you are doing two different things. The peril point in fact is a pre- 
diction and the escape clause is an actuality. 

Mr. Brossarp. That is right. 

Mr. Curtis. It is a lot easier to predict in a lot of this work than 
having to come up with whether the prediction was right. One takes 
more effort. 

The Carman. Mr. Curtis, if you will pardon me, you have put 
your finger on the weakness of section 4 of the bill. 

The bill suggests, as I understand, that whenever they make a pre- 
diction for peril point purposes, and there is a finding that the exist- 
ing rate of duty is inadequate, then automatically you do certain 
things. 

Now, are we going to base the actual fact upon a prediction? That 
is the difficulty I have with the provision of the bill. 

Mr. Brossarp. There is another point, too. If the prediction is 
accurate enough to base a reduction of duty on, is it accurate enough 
to base an increase in duty on? 

The Crairman. That is right. 

Mr. Brossarp. Is it as accurate for one as it is for the other? 

The Cuarrman. That is right. 

Mr. Sadlak will inquire. 

Mr. Sapitak. Mr. Chairman, I wish to make an observation ot of 
course, among the Commissioners is one who is initimately familiar 
with my problems and responsibility which now face me. Of course, 
I have reference to none other than Commissioner Talbot. 

I want to state to him and to the members of the Commission that 
they certainly have provided much information, very helpful in- 
formation, in the time they have appeared here today in response to 
the inquiries that have been made of them. 

Mr. Brossarp. May I raise one comment’? I was reminded by the 
General Counsel that when we make a finding for an increase in duty 
in the peril point finding, we do it on the basis of certain informa- 
tion which we now have which shows that there has been injury, while 
when we make a finding for reduction, it is a speculation as to what 
might happen. 

The Cuarrman. Any further questions? 

If not, let me personally thank each and every one of you for com- 
ing to the committee. I think the questions have demonstrated clearly 
the justification for asking you to come from — responsibilities to 
try to help us with some of these knotty problems which we have in 
connection with this overall subject. 
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I hope that you will feel that each and every question that has been 
asked of you has been to try to obtain information and for no other 
purpose. There is no desire on the part of any member of the com- 
mittee whatsoever to embarrass anyone. 

Some of the questions have been loaded and some of them have 
been $64,000 questions, I realize that, but they were all asked for the 
sole purpose of trying to obtain information that we could use in 
the process of legislation. 

r. Brossarp. We thank you very much for a very appreciative 
and understanding forum. 

Mr. Mason. I want to thank the members of the Commission for 
boing so straightforward in their answers. 

The Cuarmman. They have been very straightforward. 

Mr. Brossarp. I want to say, too, that we appreciate this oppor- 
tunity to meet you gentlemen and let you know what our situation 
is and express our appreciation for your understanding of our prob- 
lems and your desire and willingess to be helpful to us. This is a 
mutual proposition and we have a job to do between us. We want to 
do our part of it, as well as we possibly can. 

The Cuarrman. I certainly have no envy of the many chores that 
you have to perform, especially under the circumstances and limita- 
tions under which you operate. Thank you so much, gentlemen. 

Mr. Brossarp. Thank you, Mr. Chairman. 

(Whereupon, at 4 p. m. the committee adjourned, to reconvene at 
10 a. m. Friday, February 21, 1958.) 
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FRIDAY, FEBRUARY 21, 1958 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D.C. 

The committee met at 10 a, m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuatrmMan. The committee will please come to order. 

Our first witness this morning is Mr. William Blackie. 

Mr. Blackie, for the purpose of the record, will you identify your- 
self by giving us your name, address, and capacity in which you 
appear ? 


STATEMENT OF WILLIAM BLACKIE, EXECUTIVE VICE PRESIDENT, 
CATERPILLAR TRACTOR CO., PEORIA, ILL. 


Mr. Biacxie. My name is, Mr. Chairman, William Blackie. I am 
executive vice president of Caterpillar Tractor Co. with headquarters 
in Peoria, Ill., where I live. I appear on behalf of the company. 

The Cuarrman. Thank you, sir. You are recognized for 15 min- 
utes, Mr. Blackie. Can you complete your statement within that time? 

Mr. Buackre. Our presentation as prepared, Mr, Chairman, would 
take 45 minutes, but, out of deference to your wishes, I will try to cut 
it to the requested 15 minutes. 

The Cuarrman. The entire statement will be in the record, and if 
you can cooperate with us by making an oral statement—however you 
desire to proceed—we will appreciate it. 

Mr. Buiacgie. I, therefore, trust you will recognize that, inasmuch 
as I have to skip portions, I will lose some continuity, and certain of 
my statements will be out of context, but they will all be in the com- 
plete presentation. 

The Cuarrman. It will all go in the record and will be before the 
committee, of course. . 

Mr. Buackre, Thank you, sir. 

When testifying in the similar hearings 3 years ago, we reported 
that our sales to Rivcian countries had then grown to approximately 
one-third of total sales. In 1956 foreign business was 37 percent of 
the total. For 1957 the percentage climbed to nearly 42 percent, and 
in the last quarter of that year—when a rapid business decline had 
set in—foreign business exceeded 50 percent of the total. Whereas 
domestic United States sales fell 13 percent for 1957 as a whole, 
foreign business increased 9 percent. 
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Impressive as these figures may be, they do not tell the whole story. 
Dealers and customers in many foreign countries were unable even 
to place orders because of the lack of United States dollars in the 
hands of countries which need and want, but have to do without, the 
products of American industry. 

Without such limitations, the volume of our exports would cer- 
tainly have been substantially higher. 

What does this mean ? 

Without its export business, Caterpillar would not need the services 
of at least 40 percent of its people employed in the United States. At 
the peak of 1957 this would have meant about 15,500 people. 

Perhaps even more currently important, had exports not held up 
better than domestic sales we would have been obliged to lay off about 
4,000 more people, raising the total laid off to more than 12,000, or 
to place on a 4-day week for a longer period of time more than the 
14,800 people now on that basis. 

Without such exports, our domestic payroll for 1957 would have 
been about $75 million less than it was. 

The people we employ are directly only a part of the total employ- 
ment created by Caterpillar enterprise. In each of our plant loca- 
tions the needs and purchasing power of our people call for all the 
usual services which go into the existence and support of a balanced 
social community, and our purchases of the wana and services of 
others are a source of employment in the plants and plant areas of 
our 5,400 suppliers, most of which would be identified as small 
business. 

The magnitude of this extended effect is indicated only roughly by 
the volume of our noncapital domestic purchases, which in 195% 
totaled more than $350 million. 

In the last 10 years we have also spent nearly $260 million for build- 
ings, machinery, and equipment. In 1957 expenditures of this nature 
amounted to more than $61 million, and in this current year of trouble 
for the capital goods industries we propose to spend about $56 
million. 

While some of our suppliers and many of their supporting indus- 
tries and services may not themselves be exporters, we, in effect, are 
exporters for them. 

All of this points to the fact that the jobs of millions of Americans 
are protected not by tariffs designed to obstruct the inflow of foreign 
goods but by the ability of companies like ours to export. 

If we are to help our country by helping ourselves we need more 
opportunity to export ; not less. 

he record we have recited for our own company and that of United 
States exporters as a whole shows very substantial gain in foreign 
business in recent years. Now, however, we all face further handi- 
caps which seem bound to affect exports adversely for at least three 
reasons : 

1. The current business downturn in the United States will have a 
related depressing effect upon the economies of a number of other 
countries, partly because fear spreads readily. 

2. The need for imported raw materials and other goods will decline 
because of a reduced consumption within the United States; and 

3. The monetary amounts which are earned by foreign countries 
through their sales into this country will decline because of the com- 
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pounding of the lower volume at the lower prices induced by the 
lessened demand. 

Now, deliberately to restrict imports beyond unavoidably natural 
causes would operate almost directly to increase the decline in United 
States exports, and within the United States it would also lead to 
prices higher than would otherwise be the case. That, in fact, is 
usually the very basic purpose of protection from imports. ; 

Obviously, from the viewpoint of the consumer, lower prices are 
preferable to higher prices, and this is especially so in times like the 

resent. 

" To oversimplify, when a tariff protects an industry by keeping out 
foreign competition, it keeps people at work in that industry. But, 
at the same time, it prevents the foreign country from earning dol- 
lars, and then prevents it from buying the product of some other 
American company. Just as many people are kept out of work else- 
where as are kept in work in the protected industry, and the net effect 
is no gain in national employment; merely a shift. But the silent 
unprotected who are injured are not identifiable, and they themselves 
are seldom able to be directly aware of how much they are losing. 

That is why those who think they have felt a need for protection 
generally put up more outcry than the other side. 

This may give the situation some political imbalance, but surely 
loss of domestic business because of imports could not, as such, be 
more important than loss of domestic business because of the curtail- 
ment of exports. 

Government favor toward one will usually create discrimination 
against another. But the injured may well be companies like us and 
suppliers of ours which are not direct parties in tariff action. This 
requires that the duly constituted authorities be very farseeing in 
contemplating action which would restrict or shut out foreign pro- 
ducts from coming into the United States. It also requires that any 
such action be taken only within the context of whole national policy 
and by responsible authority fully capable of interpreting that 
policy. 

For our part, we seek no form of protection from competitive for- 
eign machinery. Nor, when we undertake foreign investment, as we 
do, do we seek to have any tax-supported agencies of the United 
States Government give us guaranties or insurance of any kind in 
connection with it. 

If, however, foreign investments are to be rewarding to those who 
take the risks, they must sooner or later produce returns. The only 
tangible realization of these returns can be dividends received in the 
United States in dollars. 

But where are these dollars to come from? How is the investment 
to be serviced ¢ 

Surely, as a principle, not from grants by the United States Gov- 
ernment to foreign countries. And international loans merely defer 
the final reckoning—transferring the impact of delay from private 
interests to the American people as a whole. 

No; the one and only sound way for any country to obtain dollars 
is the same outside as it is inside the United States—earn them in the 
process of creating wealth, by providing goods or services for which 
American people will pay dollars. 
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If both United States exports and foreign investments are to be 
sustained and expanded, there must be more, not less, opportunity for 
foreign countries to sel] whatever they may have to offer to the United 
States markets. 

It is, accordingly, fitting that international trade be made a matter 
of national policy, aided by a system of law and order which places 
first importance upon the security of the United States. 

But total security is made up of many parts, and two of these at 
least must be considered only in a manner which recognizes their 
necessary mutuality—military security and economic security. The 
two are or should be made complementary. 

In one way or another, several foreign countries were encouraged to 
start or to increase production of certain metals or other commodities 
when these were needed for national security purposes. For the 
moment that need has passed. But is that really a good or honorable 
reason why we should now turn on our friends and add to their already 
growing balance-of-payment difficulties by imposing the additional 
handicap of higher tariffs, lower quotas or some other form of restraint 
upon their opportunities to help themselves? And won’t we need these 
sources again? Of course we will. But will we be able to regain 
access? That remains to be seen. 

Other countries are not going to stand still just because we are 
having a recession. If they cannot sell to us, they will sell elsewhere. 
And if they cannot sell to friendly countries, they will sell wherever 
they can. The Soviet Union is waiting for just such opportunities— 
has said so—and is grasping at them wherever they occur. It seeks 
to wage its fight for power Seats every means available and is fully 
cognizant of the role which international trade can play in world 
affairs, in alliances and inenmities, in war and in peace. And the 
Sino-Soviet bloc does not ply its trade on the basis of the principles 
of western free enterprise. It has larger immediate objectives than 
the pursuit of profit or the creation of capital. 

nder the Soviet system, money has a different significance than 
it does in the free world. Trade loans are being offered at a 2 percent 
interest rate; terms of repayment are extended beyond what we would 
consider normal, prudent practice. And where mere money interferes, 
barter is an acceptable way of accomplishing desired ends. The less 
smegee countries with disposable surpluses are certainly going to 
— ifficulty resisting Soviet offers to exchange these for wanted 
goods. 

This is all part of a declared and mounting Soviet offensive to beat 
us, not only with intercontinental missiles or the threat thereof, but 
also with intercontinental trade. Soviet technology and industrial- 
ization have been advancing faster and further than has been gen- 
erally realized. Now the weapons of trade and aid are being brought 
up to the front. And we are losing ground, right now. 

The Soviet Union and its satellites are not, however, the only threat. 
If and as we curtail the ability of foreign countries to buy from us, 
they will turn to other countries for their requirements. Britain, 
Germany, Italy, and Japan are friendly to us, but that is not going to 
stop them from being effective competitors for our business in third- 
party markets. The seriousness of this kind of threat can perhaps be 
understood only by those who know what it means to lose a market 
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and then try to recapture it. It is at best a long, hard struggle. 
Sometimes it cannot be done at all. 

Surely it is clear that our defense, diplomatic and trade policies 
must all be unified into one cohesive, consistent policy under which 
all actions are coordinated together for the solid achievement of one 

oal. 
e Because we of Caterpillar hold these opinions on the subject of 
international trade, we subscribe to the general principles eee 
the trade-agreements program. With more specific regard to the bi 
now being offered under the President’s sponsorship, we would favor, 
as proposed, extension of the Trade Agreements Act for a period of 
not less than 5 years. 

We believe that the length of the period of extension should be 
governed by the practicalities of the situation, not, as some have 
claimed, by the term of any particular Congress. In long-range busi- 
ness planning 5 years is a relatively short period cn which to base 
elaborate plans involving investment, the development of markets 
and all the related activities. 

There is an additional special reason why 5 years should be re- 
garded as a very minimum period of extension—the coming into being 
of the European Economic Community, the so-called common mar- 
ket—and the prospective creation of a related free-trade area. Those 
who represent the United States are going to have to have plenty of 
time during the important formative years if they are to be able to 

reserve for American industry a worthwhile place in the great new 
integrated market which will arise in Europe. 

We would also favor the pecpeesd expansion of the em 
authority of the President. To negotiate without adequate limits of 
freedom is to wrestle with tied hands; and in the period ahead, those 
who will conduct the negotiations are going to need all the flexibility 
as well as all the time which they can reasonably be ted. 

This is true not only for all the usual reasons whieh have justified 
the reciprocal trade program and for the new special reasons at- 
tributable to the coming of the European common market. There 
is still another reason of increasingly serious significance—the great 
wave of national industrial development which is sweeping the world. 
Country after country is attempting to raise itself up to a higher 
standard of living, seeking its own self-determined salvation, work- 
ing to find more means whanetiy more people can have more choices 
on what to do with their lives. And one of the greatest means being 
employed for the achievement of goals is the creation of new industry. 
The evidence is to be found in all didvectionn: And where new indus- 
try is created it is frequently done only on the agreed condition of, or 
on the proffered inducement of protection against imports from other 
countries, including ours. 

The best available means of avoiding or minimizing such a hap- 

ening will usually be through negotiation on a reciprocal trade basis. 

he machinery for this already exists or can be brought into being 
under the General Agreement on Trade and Tariffs. The Trade 
Agreements Extension Act of 1958 will establish the limits of our 
national bargaining power in such negotiations. This, gentlemen, is 
our timely opportunity to liberalize that power, to give it the greater 
range and flexibility needed in today’s rapidly changing world. This 
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is a time to strengthen our position in collective international bar- 
gaining—not a time to weaken it. 

On the other hand, we would not favor the proposed change in the 
base from which rates of duty could, for purposes of action under the 
so-called escape clause, be increased by as much as 50 percent over 
those prevailing on July 1, 1934. Reversion to the higher rates in ef- 
fect on July 1, 1934, would be a step backward, wiping out more than 
a decade of gains following introduction of the trade agreements 
program in 1934. 

We would favor the President’s proposal for faster action to pro- 
vide relief after proper investigation has disclosed peril point justi- 
fication as provided under the law. Provided it be sure, justice should 
be fast. 

It should, however, also be understood that, without even being in- 
voked, the very existence of concepts such as peril points and escape 
clauses operates to inhibit or deter foreign business from attempting 
to enter the American market. 

We end our testimony on an urgent plea—not for us of Caterpil- 
lar—for the United States. 

The world is no longer as it was 3 years ago, and it will never be 
the same again. Our country then needed and was given extension 
of the Trade Agreements Act. Today the need is far greater; in fact, 
it is imperative; and the existence of a temporary downturn in our 
economy must not be allowed to obscure that vital fact. Anything 
less than a wholly effective extension of the reciprocal trade program 
would be to play into the hands of our enemies, to the detriment. of 
ourselves and our friends. 

This is much more than a dispute between free traders and pro- 
tectionists, It is not a case of one vested interest against another, or 
of Democrat versus Republican. Nor is it a matter of watches, bi- 
cycles, cheese or clothespins, oil, lead, or zinic or tractors. It trans- 
cends all these and ranks with military preparedness in this day of the 
intercontinental ballistic missile. We must complement the weapons 
of war with the weapons of peace, and the greatest of these is inter- 
national trade honorably conducted among free peoples. 

(Mr. Blackie’s complete statement is as follows :) 


TESTIMONY PRESENTED ON BEHALF OF CATERPILLAR TRACTOR Co.* 


Three years ago we were accorded the privilege of offering testimony in similar 
hearings on extension of the law governing the Reciprocal Trade Agreements 
program. Today we appreciate the opportunity of being allowed to appear again 
on the same subject. The testimony offered on that earlier occasion would still 
be generally applicable in the present circumstances, and some of it will be re- 
peated. We feel, however, that we might be of greater service if we bring our 
basic material up to date and supplement it with some observations derived 
from the additional lessons which we think we have learned over the inter- 
vening period. 

If we may, we would also like to offer a few general comments which we 
hope might contribute something of value to a better understanding and a greater 
awareness of several aspects of international trade—not as it once was in the 
past—but as it has to be now. In these 3 years, urgent new compulsives have 
come into being. 

In the interest of reasonable brevity, we will refrain from some of the classical 
and still good arguments in favor of reciprocal trade, such as the efficient use of 
resources and specialization of production. We will touch upon prices and com- 
petition—leaving ready inference as to the effect upon standards of living. And 
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we will not go into statistical elaboration on the extent to which the great volume 
of national employment attributable to two-way foreign trade exceeds by many 
times the employment related to commodities vulnerable to the impact of duti- 
able imports. Others can do that better than we; and, after all these years, 
the point should need little repetition. It merely becomes more important with 
the passage of time. To the best of our observation, opposition in this matter 
rests not on denial that reciprocal trade operates to the genearl good but rather 
that its operation has a harmfu) effect upon certain business in specific commodi- 
ties—sometimes concentrated within geographical areas. This may possibly 
explain why some of the commodities occasionally seem to have political sig- 
nificance somewhat out of proportion to their national economic importance. 

The facts and opinions which we shall offer will, we believe, clearly indicate 
why it is to the particular interest of Caterpillar Tractor Co. and its people to 
favor “freer” international trade—more imports as a means to more exports. 
It is not, however, sufficient to appraise a matter of such importance only in 
the narrow context of the well-being of one company plus others like it, and all 
who in one way or another are favorably affected by their operations. The 
major consideration must be the welfare and security of the United States as 
a whole. Insofar as it relates to the affairs of Caterpillar, our presentation 
should, accordingly, be regarded as more in the nature of a case study than an 
appeal for direct help by one concern. The facts we cite are believed to be of 
general application to many other concerns and industries. 

Caterpillar Tractor Co. was formed in 1925 as a merger of two small pioneer 
crawler-tractor manufacturers. Its principal products are diesel crawler trac- 
tors, heavy-duty off-highway wheel tractors, diesel engines, motor graders, 
earthmoving equipment, and replacement parts for these prime products. The 
principal markets into which Caterpillar machines are sold are, without any 
particular order, agriculture, construction, governmental, logging, and mining. 

Our machines are generally bought for only one basic purpose—to accomplish 
a job of work better, quicker, and cheaper than it could be done by any other 
available means. Through profitable use of the machines, they achieve cost 
reduction by labor saving, resulting in capital conservation and the creation of 
real wealth. The only exception to this purpose—and it may not really be an 
exception—occurs in time of war. With only a change of paint from distinctive 
Caterpillar highway yellow to indistinctive olive drab, our machines become 
standard war department vehicles; and Caterpillar has always been the major 
supplier of crawler tractors to the United States and allied forces. 

In its year of formation, Caterpillar had 2 small plants and employed 2,500 
people. Today the Caterpillar organization, which encompasses the United States 
parent and 9 wholly owned subsidiaries, has 7 domestic plants, located 
at Peoria, Joliet, and Decatur, Ill.; Davenport, Iowa; Milwaukee, Wis.; San 
‘Leandro, Calif.; and York, Pa. Two more plants are under construction, one 
near Peoria and the other at Aurora, Ill. Four major parts warehouses and 10 
emergency parts depots are strategically located throughout the United States. 
Five other plants are located in Australia, Brazil, and Great Britain. A small 
subsidiary operates an emergency parts depot in Canada. 

At the peak of business in 1957, employment in the entire organization reached 
a total of 41,500—of which 38,700 were engaged within the United States. By 
the end of the year, this domestic employment had shrunk by 8,900—of which 
800 had departed through normal attrition and 8,100 had been laid off because 
of the decline in business. For this latter reason, 14,800 additional United 
States employees are currently working on a 4-day week. 

By far, the greater proportion of these layoffs and work curtailments have 
to oecur at our major plant, Peoria, Ill. Population in that general area is 
about 200,000. The influence of our existence and the effects of substantial 
fluctuations in our employment there, are, accordingly, appreciable. 

Our operation at York, Pa., exists mainly for export business. Sales to foreign 
countries were 65 percent of all shipments from that point. Employment there 
in 1957 averaged about 1,200. 

Worldwide sales have ranged from a low of $13 million in 1932 to a high of 
$686 million in 1956. In 1957 they were $650 million. For the present purpose, 
however, the more significant aspect of this growth is the extent to which it 
has been derived from increasing foreign business. When testifying in the 
similar hearings 3 years ago, we reported that our sales to foreign countries 
had then grown to approximately one-third of total sales. In 1956 foreign busi- 
ness was 37 percent of the total. For 1957 the percentage climbed to nearly 
42 percent, and in the last quarter of that year—when a rapid business decline 
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had set in—foreign business exceeded 50 percent of the total. Whereas domestic 
United States sales fell 13 percent for 1957 as a whole, foreign business increased 
percent. 

Impressive as these figures may be, they do not tell the whole story. In the 
early part of 1957 our domestic manufacturing capacity was inadequate to meet 
all demands, and machines were being rationed to dealers. Beyond that, dealers 
and customers in many foreign countries were unable even to place orders be- 
cause of exchange controls and other forms of import limitations imposed by 
their own governments. The major cause of such restrictions is the lack of 
United States doliars in the hands of countries which need and want—but have 
to do without—the products of American industry. Without such limitations 
and with a climate more favorable to international trade, the volume of our 
exports would certainly have been substantially higher in amount and larger in 
proportion to our total business than it was in 1957. 

Now, what does this mean to Caterpillar—to those who are related to it as 
employees, dealers, customers, suppliers, shareholders—to our plant communi- 
ties—to the United States? 

Without its export business, Caterpillar would not need the valuable services 
of at least 40 percent of its people employed in the United States. At the peak 
of 1957, this woud have meant about 15,500 people. Perhaps even more cur- 
rently important: had exports not held up better than domestic sales, we would 
have been obliged to lay off about 4,000 more people—raising the total laid off 
to more than 12,000—or to place more people on a 4-day week for a longer period 
of time. 

Using a 40 percent ratio as a rough approximation of that proportion of our 
United States business attributable to sales outside the United States, it may 
also be estimated that, without such business, our domestic payroll for 1957 
would have been about $75 million less than it was. Without inclusion of the 
many supplementary benefits, this payroll totaled $189 million. 

The people we employ directly are, however, only a part of the total employ- 
ment created by the Caterpillar enterprise. In each of our plant locations the 
needs and purchasing power of our people call for all the usual services which 
go-into the existence and support of a balanced social community. And our 
purchases of the goods and services of others are a source of major employment 
in the plants and plant areas of our 5,400 suppliers, most of which would be 
identified as “small business.” The magnitude of this extended effect is indi- 
eated only roughly by the volume of our noncapital domestic purchases which 
in 1957 totaled more than $350 million. Of this amount, for example, $67 million 
went to the purchase of 434,000 tons of steel in various forms. To the best of 
our information, this tonnage would require the employment of about 3,500 
people in the steel industry. If further examples were to be quoted for other 
commodities obtained from many smaller industries, the proportion to which 
some are dependent upon our business would be impressively great. 

In the last 10 years, we have also spent nearly $260 million for buildings, 
machinery, and equipment to expand our manufacturing facilities in the United 
States. In 1957, expenditures for this nature amounted to more than $61 mil- 
lion, and in this current year of trouble for the capital goods industries we 
propose to spend about $56 million for additions to and improvement of our 
domestic facilities. 

Accordingly, while some of our suppliers—and many of their supporting in- 
dustries and services—may not themselves be exporters, we, in effect, are either 
directly or indirectly exporters for them. And so it is with everything we con- 
sume in the process of production, including the facilities for production. Were 
it not for our export business, we would not require that 40 percent of our 
purchased materials, supplies, and services. Neither would we or our suppliers 
need the additional productive capacity which we and they have been building 
in order to meet prospective long-term demands. 

All of this points to the fact that the jobs of millions of Americans are pro- 
tected not by tariffs designed to obstruct the inflow of foreign goods but by the 
ability of companies like ours to export. The old days of the walled fortress 
are gone forever. If we are to help our country by helping ourselves, we need 
more opportunity to export. not less. 

As to customers—the machine users—they are the major beneficiaries of the 
great advantages which result when volume reaches levels justifying mass pro- 
duction techniques. In our industry these techniques require heavy capital in- 
vestment which can only be justified when the yolume of output is large enongh 
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to permit of both appropriate amortization of the investment over its useful 
life and lower costs per unit of output. It is such capital investment which has 
given the United States its superiority in productivity over other nations. Mod- 
ern productivity is determined more by the capacity of the machine than by 
the physical effort of the operator; and foreign people often have to work far 
harder in terms of physical effort than the factory worker in the United States 
because they often have to work with fewer or inferior tools and equipment. 
The desirable trend is toward employment of man’s brainpower more than his 
muscular capabilities; and the extent to which this country has moved in that 
direction is both illustrated and caused by the much greater capital investment 
and higher horsepower behind each producer than exists in most other countries. 

Now, just as every domestic order increases production requirements, so also 
does every foreign order. In the processes of investment and production, there 
is no distinction between the two. The more orders, the better. As our volume 
of business has grown, so also has our opportunity to justify capital invest- 
ment for more and better ways of cutting costs and keeping prices down. There 
is nearly always a higher level which marks a point of higher investment justifi- 
cation, and to the extent that its attainment is accelerated by added foreign 
business so are the benefits increased for all concerned. 

These gains from volume production are, of course, compounded to best ad- 
vantage when combined with technological progress. Thus, giving similar con- 
ditions, and provided it be done with the appropriate modern machinery, the 
costs of heavy earth moving have not increased appreciably over the past 20 
years; and this has been achieved in the face of substantial increases in the 
rates of cost for the element of labor. This has operated to permit of, or ac- 
tually to produce, higher wage levels, while, at the same time, making possible 
relatively lower prices—meaning prices lower than would otherwise be the case 
if increases in the basic cost rates for labor and materials had not been miti- 
gated by progress in other directions. 

The conditions which make possible lower commercial prices also operate, of 
course, to make prices lower to local, State, and Federal Government depart- 
ments when they have civil or military requirements. In this way, an impor- 
tant contribution is made directly to a lower cost of government—and to lower 
taxes. Indirectly, however, the benefits may be even greater. Thus, for ex- 
ample, in the vast interstate highway program now getting underway, there 
will be very substantial requirements for earth-moving equipment. The costs 
of such equipment and of operating it are basic elements in the costs of con- 
structing the highways. To the extent that additional volume attributable to 
exports operates to permit of lower unit costs for more and better machinery, so 
also will governmental bodies—and the taxpayers—benefit. 

At this point of time, it might also be worth mention that, in general, it is 
those companies which manage to attain a high volume of business which seem 
best able to devote a substantial part of their resources to research and engi- 
neering. In our own case, expenditures for these 2 functions in 1957 amounted 
to $29.5 million. The benefits of this will emerge over the years ahead in the 
form of more and better machines for use in a world increasingly impelled by 
— human instincts and aspirations which make mechanization an irresistible 
orce. 

The skills developed and nurtured in our factories are, of Course, the very 
backbone of an industrial civilization. 

The record we have just recited for our own company, and that reported for 
United States exporters as a whole, shows very substantial gain in foreign 
business in recent years, and we have mentioned how this had to be obtained 
in spite of a number of unfavorable factors. In more propitious circumstances 
most of us could have done better, meaning we could have used more United 
States materials, employed more American labor, made more sales, earned 
more profit, and paid more taxes. Now we all face further handicaps which 
seem bound to affect exports adversely for, at least, three reasons: 

(1) The current business downturn in the United States will have a 
related depressing effect upon the economies of a number of other coun- 
tries—partly because fear spreads readily ; 

(2) The need for imported raw materials and other goods will decline 
because of reduced consumption within the United States; and 

(3) The monetary amounts which are earned by foreign countries through 
their sales into this country will decline because of the compounding of the 
lower volume at the lower prices induced by the lessened demand. 
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Now, deliberately to restrict imports beyond these unavoidably natural causes 
would not only harm friendly foreign countries. It would operate almost 
directly to increase the decline in United States exports. And within the 
United States, it would also lead to prices higher than would otherwise be the 
ease. That, in fact, is usually the very basic purpose of protection from im- 
ports. Obviously, from the viewpoint of the consumer, lower prices are prefer- 
able to higher prices—and this is especially so in times like the present. 

As we think in matters of this kind, the test of validity of principle would 
certainly seem to lie in the effect upon the consumer—upon the great mass of 
all the people. This we would deem to be even more important than usual at 
a time like the present. We are now in the throes of a business recession. But 
the adjustments which traditionally have been regarded as correctives do not 
appear to be taking place—at least, not to the extent considered more normal 
in past experience. Thus, for example, prices of finished goods are holding 
fairly firm; and, while wage income is declining where work is curtailed, wage 
rates are not being reduced. There is, furthermore, considerable possibility 
that even before the business upturn comes, wage rates will have resumed 
their increasing contribution to the continuing devaluation of our money and 
our capital. Some important industries are already committed to wage in- 
creases, agreed upon in advance, without regard to the conditions which might 
prevail. In the normal pattern of Cause and effect, price increases may be 
expected to follow. Incongruous though it may appear to be, we seem to have 
in early prospect elements of both deflation in terms of less demand and pro- 
duction, and inflation in terms of higher prices accompanying wage rates out- 
racing increases in productivity. In such circumstances there is surely ample 
eause for Caution, and it is small wonder that the loss of confidence which is 
eurrently affecting our economy has been so contagious. 

This would hardly seem to be a time even to be contemplating action which 
would operate to produce higher rather than lower costs and prices. 

In times like these, we must, of course, be careful to distinguish between 
(a) the natural tendency to give undue weight to whatever may seem expedient 
in the light of current difficulties, and ()) sound long-term solutions to persistent 
long-term problems. Among these latter has been, is, and will continue to 
be the lack of adequate amounts of acceptable purchasing power in the hands 
of foreign countries to permit them to increase their purchases of American 
goods as much as would do the most good for them and for us. This has led to 
restrictive exchange controls and other limitations imposed by many foreign 
governments for the stated purpose of conserving their scarce United States 
dollar exchange. It is a problem which cannot be overcome by the American 
exporter. The solution has to lie in other directions. 

In such circumstances, there are usually several courses of action open to 
an American manufacturer threatened with loss or serious contraction of his 
foreign markets. The more positive of these would inciude the establishment 
of foreign manufacture—through new owner-managed investment, partnership 
participation in an existing foreign concern, or some form of licensing arrange- 
ment. 

But, to the extent American manufacturers are obliged to retain foreign 
markets by substituting foreign manufacturing operations for additions to 
those at home, the result is reduction in what would otherwise be the domestic 
requirements for American labor, materials, supplies, and capital equipment. 
The net effect of this must surely be disadvantageous to some United States 
industries. Thus, for example (and without attributing any position on 
tariff matters to the machine tool industry), the machine tools going into 
our foreign plants are mostly of British and European manufacture. Had 
we not been obliged to go abroad there is a reasonable presumption that addi- 
tions would have been made and obtained only within the United States. 

Thus, to oversimplify, when a tariff protects an industry by keeping out 
foreign competition, it keeps people at work in that industry. But at the same 
time, it prevents the foreign country from earning dollars and thereby prevents 
it from buying the product of some other American company. Just as many 
people are kept out of work elsewhere as are kept in work in the protected 
industry, and the net effect is no gain in national employment—merely a shift. 
But the unprotected who are injured are not identifiable—and@ are, themselves, 
seldom able to be directly aware of how much they are losing. 

And the tariff operates, of course, to make the consumer pay both the higher 
price of the protected industry and the higher price of the other domestic pro- 
ducer deprived of the benefits of mass production. 
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Protection is sometimes a matter of robbing Peter to pay Paul, though 
Peter and Paul are frequently one and the same. And Government favor toward 
one will usually create discrimination against another. But the injured may 
well be companies like us and suppliers of ours which are not direct parties in 
tariff action. This requires that the duly constituted authorities be very respon- 
sibly farseeing in contemplating action which would restrict or shut out foreign 
products from coming into the United States. It also requires that any such 
action be taken only within the context of whole national policy, and by officials 
fully capable of interpreting that policy. . 

For our part, we seek no form of protection from competitive foreign ma- 
chinery. Nor, when we undertake foreign investment, do we seek to have 
any tax-supported agencies of the United States Government give us guaranties or 
insurance of any kind in connection with it. Where we contemplate invest- 
ment, we attempt as best we may to appraise the risks of the situation and 
then, if they are not so great as to endanger unduly the capital and the prospect 
for gain, we take the risks—and with our own company funds. That, we under- 
stand, is one of the functions and purposes of free enterprise. We also under- 
stand that our foreign investment program is in accord with national policy 
designed to foster increased international industrial development and to promote 
all of the good things which may be derived directly and indirectly from the 
export of United States capital together with the techniques of production and 
management which usually support that investment. 

If, however, foreign investments are to be rewarding to those who take the 
risks, they must sooner or later produce returns. The only tangible realization 
of these returns can be dividends received in the United States in dollars. But 
where are these dollars to come from? How is the investment to be serviced? 
Surely, as a principle, not from grants by the United States Government to for- 
eign countries. And international loans merely defer the final reckoning— 
transferring the impact of delay from private interests to the American people 
as a whole. No; the one and only sound way for any country to obtain dollars 
is the same outside as it is inside the United States: Earn them in the process 
of creating wealth—by providing goods or services for which the American 
people will pay dollars. 

We realize that much of what we have said represents an oversimplification 
of a fairly complex matter, but the basic facts remains: If both United States 
exports and foreign investments are to be sustained and expanded, there must 
be more, not less, opportunity for foreign countries to sell whatever they may 
have to offer to the United States markets. There are, of course, other ways 
of earning United States dollars, but, in general, trade will offer the most 
important opening. And note, please, the dependence of exports upon imports. 

It is, accordingly, fitting that international trade be made a matter of national 
policy—aided by a system of law and order which places first importance upon 
the security of the United States. But total security is made up of many parts, 
and two of these at least must be considered only in a manner which recog- 
nizes their necessary mutuality: Military security and economic security. The 
two are or should be made complementary, and it is sometimes difficult to dis- 
tinguish between them. They must be consistently coordinated if action on the 
one is not to impair or defeat action on the other. 

Thus, we understand it to be the policy and purpose of the United States to 
wage peace with all of the means available. Among these are the various 
activities carried out under the mutual security program: Direct military aid, 
defense support, technical and economic assistance, and others. Accordingly, if 
we on the one hand find it appropriate to extend this kind of aid to any coun- 
try—building it up so that it may be stronger as an ally or as a customer— 
there would seem to be little point, on the other hand, of tearing it down under 
a weakening of the reciprocal trade program. 

Here we are prompted to digress for a special plea on behalf of relations be- 
tween the United States and our best friend—Canada. That good neighbor— 
the closest geographically, culturally, and ideologically to ours—is not a re 
cipient of any of our so-called foreign aid. But it is our worthy partner in the 
North American Defense Command. The DEW and the mid-Canada radar lines 
run across Canadian territory, and the Pine Tree line runs along our common 
border. In other ways our defense forces are collaborating to secure the joint 
safety of both countries—because they will stand or fall together. How, then, 
can we rationally defend additional restrictions on imports of oil or other basic 
commodities from Canada on the grounds of national defense? No wonder the 
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Canadians are perplexed with us. Surely we must pursue policy in its whole 
context—consistently on the basis of one unified plan. 

In this general connection, we might perhaps illustrate an aspect of the 
matter from common industrial practice. 

Many larger industrial concerns obtain their requirements of certain goods 
or materials from both owned or “captive” production and outside independent 
sources. Working together, buyer and seller develop a business relationship 
whereby the one becomes in effect an extension of the operations of the other, 
The supplier will generally be kept informed about the purchaser’s long-range 
plans and be given every opportunity to participate, if he should so wish, in 
the growth of future requirements. For the effective working of such an 
arrangement, the outside supplier will usually have to undertake some altera- 
tion and expansion of his facilities and to invest also in the necessary tooling 
or other aids required to meet the purchaser’s order schedules and specifications, 
But once the arrangement has been developed and has proved itself mutually 
satisfactory in practice, there are created in the ordinary course of decent busi- 
ness conduct a number of reciprocal obligations. One of these, on the part of 
the buyer, is to appreciate what the supplier has done to meet requirements and 
to recognize, in good faith, that he, the supplier, has earned his right to a share 
of the business. Prudent foresight would also recognize that it is to the pur- 
chaser’s interest to help continue the successful existence of a good and reliable 
supplier. Accordingly, when business volume declines and the total need is re- 
duced, it is not considered proper practice to cut off the good-time friends and 
retreat into “captive” production. Instead it is more usual to try to so arrange 
affairs that the mutuality of interests is preserved—sharing the bad in roughly 
the same pattern as the good. And experience has proved this to be a good way 
to do business. Why should international trade be conducted on any lower level 
of prudence or commercial decency? 

We understand that, in one way or another, several foreign countries were 
to start or to increase production of certain metals or other commodities 
when these were needed for national security purposes. For the moment that 
need has passed. But is that really a good or honorable reason why we should 
now turn on our friends and add to their already growing balance-of-payment 
difficulties by imposing the additional handicap of higher tariffs, lower quotas, 
or some other form of restraint upon their opportunities to help themselves? 

And won’t we need these sources again? Of course, we will. But will we be 
able to regain access? That remains to be seen. Other countries are not going 
to stand still just because we are having a recession. If they cannot sell to us, 
they will sell elsewhere. And if they cannot sell to friendly countries, they will 
sel wherever they can. The Soviet Union is waiting for just such opportunities— 
has said so—and is grasping at them wherever they occur, It seeks to wage its 
fight for power through every means available and is fully cognizant of the role 
which international trade can play in world affairs—in alliances and in 
enmities—in war and in peace. And the Sino-Soviet bloc does not ply its trade 
on the basis of the principles of Western free enterprise. It has larger imme- 
diate objectives than the pursuit of profit or the creation of capital. Under the 
Soviet system, money has a different significance than it does in the free world. 
Trade loans are being offered at a 2 percent interest rate; terms of repayment 
are extended beyond what we would consider normal prudent practice; and 
where mere money interferes, barter is an acceptable way of accomplishing de- 
sired ends. The less developed countries with disposable surpluses are cer- 
tainly going to have difficulty resisting Soviet offers to exchange these for wanted 
goods. 

This is all part of a declared and mounting Soviet offensive to beat us, not 
only with intercontinental missiles or the threat thereof, but also with inter- 
continental trade. Soviet technology and industrialization have been advancing 
faster and further than has been generally realized. Now the weapons of trade 
and aid are being brought up to the front. And we are losing ground right now. 
If the outcome of these hearings is not hard practice more compatible with our 
ideological talk about international security and freer trade, we stand to lose 
even more heavily in many ways. 

The Soviet Union and its satellites are not, however, the only threat. If 
and as we curtail the ability of foreign countries to buy from us, they will turn 
to other countries for their requirements. Britain, Germany, Italy, and Japan 
are friendly to us, but that is not going to stop them from being effective com- 
petitors for our business in third-party markets. The seriousness of this kind 
of threat can perhaps be understood only by those who know what it means to 
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lose a market and they try to recapture it. It is at best a long, hard struggle. 
Sometimes it cannot be done at all. 

Surely it is clear that our defense, diplomatic, and trade policies must all be 
unified into one cohesive, consistent policy under which all actions are coordi- 
nated together for the solid achievement of one goal. 

Because we of Caterpillar hold these opinions on the subject of international 
trade, we subscribe to the general principles underlying the trade agreements 
program. With more specific regard to the bill now being oifered under the 
President’s sponsorship, we would favor, as proposed, extension of the Trade 
Agreements Act for a period of not less than 5 years. 

We believe that the length of the period of extension should be governed 
by the practicalities of the situation; not, as some have claimed, by the term of 
any particular Congress. In long-range business planning, 5 years is a relatively 
short period on which to base elaborate plans involving investment, the devel- 
opment of markets and all the related activities. In matters of this kind every 
possible effort should be made to provide a reasonable degree of continuity 
and stability. A period of less than 5 years could actually be very harmful. 

At the present time, however, there is an additional special reason why 5 years 
should be regarded as a very minimum period of extension: The coming into 
being of the European Economic Community—the so-called common market— 
and the prospective creation of a related free trade area. Particulars of that 
development, and its significance, are undoubtedly well known to the members 
of the committee and need not be recited here. Suffice it to say that those who 
represent the United States are going to have to have plenty of time during 
the important formative years if they are to be able to negotiate as best they may 
to preserve for American industry a worthwhile place in the great new integrated 
market which will arise in Europe. These next 5 years may set the pattern for 
the next century. 

We would also favor the proposed expansion of the negotiating authority 
of the President. To negotiate without adequate limits of freedom is to wrestle 
with tied hands; and in the period ahead, those who will conduct the negotiations 
are going to need all the flexibility as well as all the time which they can reason- 
ably be granted. 

This is true not only for all of the usual reasons which have justified the recip- 
rocal trade program and for the new special reasons attributable to the coming 
of the European Common Market. There is still another reason of increasingly 
serious significance—the great wave of national industrial development which is 
sweeping the world. Country after country is attempting to raise itself up 
to a higher standard of living, seeking its own self-determined salvation, work- 
ing to find more means whereby more people can have more choices on what 
to do with their lives. Someone has aptly called it “The Revolution of Rising 
Bxpectations”—a revolt against poverty and hunger, and often, disease and 
squalor. And one of the greatest means being employed for the achievement of 
goals is the creation of new industry. The evidence is to be found in all direc- 
tions. And where new industry is created, it is frequently done only on the 
agreed condition of, or on th proffered inducement of, protection against imports 
from other countries including ours. 

In defense of this sort of action, reference is frequently made to the similar 
earlier practices adopted by the United States. But be that as it may, it is 
certainly now to the better interest of the United States that its exporters not 
be shut out of good markets—and the fact of feasible indigeneous production 
will usually indicate a good market. Apart from the voluntary decision of for- 
eign governments, the best available means of avoiding or minimizing such a 
happening will usually be through negotiation on a reciprocal trade basis. The 
machinery for this already exists or can be brought into being under The Gen- 
eral Agreement on Trade and Tariffs. The Trade Agreements Extension Act 
of 1958 will establish the limits of our national bargaining power under that 
agreement. This is our timely opportunity to liberalize that power—to give it 
the greater range and flexibility needed in. today’s rapidly changing world. 
This is a time to strengthen our position in collective international bargaining— 
not a time to weaken it. And we cannot strengthen the United States by 
weakening the power and authority of those who are to act, on our behalf, to 
protect and foster the total best interest of our country. 

On the other hand, we would not favor the proposed change in the base from 
which rates of duty could, for purposes of action under the so-called “escape 
clause,” be increased by as much as 50 percent over those prevailing on July 1, 
1934, The present base, being the rates in effect on January 1, 1945—more 
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than 18 years ago—would seem to have been and still be reasonably adequate for 
substantially all important purposes. Reversion to the higher rates in effect on 
July 1, 1984, would be a step hbackward—wiping out more than a decade of 
gains following introduction of the trade agreements program in 1934. 

We would favor the President’s proposal for faster action to provide relief 
after proper investigation has disclosed peril point justification as provided 
under the law. Provided it be sure, justice should be fast. 

In this latter connection we feel obliged, however, to point out that the very 
existence of concepts such as peril points and escape clauses operates to inhibit 
or deter foreign business from attempting to enter the American market. In 
effect, these provisions place a limit upon the foreigner’s enterprise, for if he 
should succeed in competing effectively with domestic products—to the point 
where the domestic producer has grounds for protective relief—then he may 
expect to have his success curtailed by an upward revision of the applicable im- 
port duties, e. g. Swiss watches, British bicycles. 

We recognize, of course, that imports may and do operate to curtail domestie 
production in certain industries and localities. It is not, however, unusual 
for action taken in the greater national interest to produce hardship on indi- 
viduals or business concerns. The most obvious illustrations of this occur in 
time of national emergency, and we now seem to be obliged to live in a per- 
manent state of cold-war emergency. Business is not as usual. The times 
have changed, and we all must make the necessary adaptations required for 
survival and success under conditions as they are—not as we would like them 
to be. 

We in America, who are strong advocates of competition under free enter- 
prise, regard it as a universal principle, and we find difficulty in supporting any 
idea that its application should be limited to areas within lines on maps. 

Certainly, in our company, we view true competition as a universally con- 
structive force which operates not only to the benefit of the customer but also 
to the benefit of the producer. On our part, it forces us not only to meet 
competitive prices but also to race against the others of our industry in scien- 
tific research and engineering design, in manufacturing processes and tech- 
niques, in distribution methods, and in managerial competence. The competition 
of ideas as expressed commercially in products should not be kept out of the 
market place. Competition to us is a creative force, not a destructive one, and 
if it truly is a principle, then ideally it surely should be worldwide in its 
application. 

Let us not, therefore, defeat the good work of American precept by advocat- 
ing our way of life as an example of what others might well do, and then restrict 
their freedom to do it. What we need in this world are more friendly countries 
like the United States, and the least we can do is refrain from unduly retarding 
the opportunities of others to strive for the kind of progress which we, our- 
selves, have been wise enough or fortunate enough to foster and enjoy. 

It should, accordingly, be our general national policy to let the peoples of 
friendly foreign countries try, as best they may, to help themselves while not 
denying them proper and reasonable opportunity to earn dollars by selling to 
us and competing with us under our laws. In general, the principal use to 
which dollars so earned are put is to buy the products of American labor and 
investment. Taken as a whole, the United States cannot lose by such a policy. 

World trade is being fmpeded by too many artificial restrictions, and the one 
single ingredient needed more than any other is more freedom. Given this, 
the free countries might some day aspire to unrestricted convertibility of cur- 
rencies and to the great benefits which could arise from it. Such a goal could 
not be achieved quickly and change should be made only by orderly process 
permitting reasonable adaptation to the change. But the time is here now 
when we should determine a clear course of action, make the direction of it 
known to the rest of the world, and then proceed to move firmly in that direc- 
tion. We should not wait for others; rather we should show them how and 
then, with clean hands, be in better position than we are today to demonstrate 
why the American pattern points the best way to international peace and 
prosperity. 

That, gentlemen, is the note on which we concluded our presentation 3 years 
ago. Today, we would deem our testimony incomplete if we were not to end 
on a more urgent plea—not for us of Caterpillar—for the United States. 

The world is no longer as it was 3 years ago; and it will never be the same 
again. Our country then needed and was given extension of the Trade Agree- 
ments Act. Today, the need is far greater, in fact, it is imperative; and the 
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existence of a temporary downturn in our economy must not be allowed to 
obscure that vital fact. Anything less than a wholly effective extension of the 
reciprocal trade program would be to play into the hands of our enemies, to 
the detriment of ourselves and our friends. 

This is much more than a dispute between “free traders” and “protectionists.” 
It is not a case of one vested interest against another; or of Democrat versus 
Republican. Nor is it a matter of watches, bicycles, cheese or clothespins, oil, 
lead or zine or tractors. It transcends all these and ranks with military pre- 
paredness in this day of the intercontinental ballistic missile. We must com- 
plement the weapons of war with the weapons of peace—and the greatest of 
these is international trade honorably conducted among free peoples. 

The CHamman. Does that complete your statement ? 

Mr. Buacxte. My condensed statement, yes, sir. 

The Cuarrman. Are there any questions of Mr. Blackie? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Blackie, I have to confess that you have made the 
most persuasive argument and the most comprehensive argument in 
favor of the reciprocal trade agreements that I have heard in the 
twenty-odd years I have been out here. I want to compliment the Cat- 
erpillar Tractor Co. for finding you and sending yee out here to repre- 
sent this cause in support of which you are so eloquent and in which 
you have given logical argument. That, after all, is the only kind 
that should appeal to a group like we are supposed to be. 

Mr. Blackie, may I eal: you a personal question ¢ 

Where were you born ? 

Mr. Buacxte. I was born in Scotland, Mr. Mason. 

Mr. Mason. I thought so. And I was born in Wales, which is 
pretty close to Scotland. 

Mr. Buackte. Yes. 

Mr. Mason. That is all. 

The Cuarmman. Any further questions? 

Mr. Blackie, let me inquire just a moment. 

The Caterpillar Co. is in the position of having to meet competi- 
tion both in the domestic and foreign markets. Ts that true? 

Mr. Biackre. That is true. 

The CuatrMan. You have no protection, do you, from imports of 
agricultural machinery from abroad ? 

Mr. Buacktre. I know of none. 

. The CHarrman. Is not most agricultural machinery on the free 
ist ? 

Mr. Buacxre. I do not know. 

The Cuamman. That is true. 

Mr. Biackre. It certainly never has been effective in our industry. 

The CHarrMan. It is my understanding that most agricultural 
machinery is on the free list. What I am getting at is this: you pay 
rather high wages to those working in your plant, do you not? 

Mr. Buackie. We do. 

The CHarrmMan. Some agricultural machinery is made in countries 
that pay lower wages than you do? 

Mr. Buiackre. That is correct. 

The CHatrman. How can you meet that competition in the foreign 
market and the domestic market if there is that material difference 
in the scale of wages paid by you and your foreign competitor? 

Mr. Bracxte. In answering your question it should be understood, 
first, that our business is primarily in heavy-duty crawler tractors, 
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diesel engines, motor graders and equipment of that nature. In the 
process of manufacture, we, through our aggressive foreign business, 
enjoy the benefits of great mass production, That means we have 
been able to undertake very, very substantial capital investment in 
order to minimize the labor content of our costs, and we have proved 
to our own satisfaction that we can compete effectively in their own 
markets with any foreign manufacturer of a crawler tractor, even 
though their wages may be as low as one-third of ours. It comes from 
our superior production techniques, which are derived to a very large 
extent from the great volume, and that great volume, in turn, as you 
can guess, is dependent on the fact that we have 40 percent of our 
business going abroad. 

The question enables me to bring out the great importance of 
exports as a means of accentuating the benefits of mass production 
techniques. 

The Cuamman. You understand the basis of my question. The 
argument is made very often that where there is a difference in wages 
we cannot expect an American producer to be able to compete with 
the producer in a foreign country paying the lower wage. tt is your 
thought that that is not the sole determining factor having to do 
with the ability of one to compete with the other ? 

Mr. Buacxie. No, sir. There are many other factors which enter 
into the final cost and the price of a finished product. 

The CuHamman. Let me ask you whether or not you have any con- 
cern about a prospective increased protection for domestic produc- 
tion of minerals, as, for instance, lead, zinc, copper, and perhaps 
iron ore. 

Mr. Buacktr. Our concern is not directly attributable to the effect 
in this country. It would be more to the effect on the other countries. 

The Carman. What would it do to your situation? You use 
all those items, do you not, in the manufacture of your machinery? 

Mr. Buackxte. We use lead and zinc in relatively limited quantities. 

The CuarrmMan. Do you use iron ore? 

Mr. Buackie. We use steel. 

The Cuarman. That is the finished product of iron ore, isn’t it? 

Mr. Bracxre. That is right. 

The CHarrMan. Do you use copper ? 

Mr. Buiackie. We use some copper; not a great deal. But we use 
some. 

The CHatrmMan. If we provide greater protection for domestic 
producers of these minerals, would it have any effect upon your 
ability to complete in foreign markets? 

Mr. Buacxsre. It would operate, insofar as an increased tariff 
might, to increase our costs, but I believe that the harm to us would 
be greater by the curtailment of the purchasing power of friendly 
countries like Canada and Peru. 

The CHarrman. I realize that fully, but I am trying to establish 
whether or not the processors who use these minerals have any con- 
cern about the possibility of their overall cost being affected by in- 
creased costs of these minerals. 

How much of an effect does it have on you? 

I am very much interested in seeing if we cannot do something 
about it, to provide some degree of protection where protection is 
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needed, as you can well understand, but, in the process of doing that, 
I am concerned also about the extent to which we go, for it may have 
its effect upon the ability of our other domestic interests to compete. 

Mr. Buiackie. The effects of moderate increases of the prices in 
items such as lead, zinc, and copper would not be appreciable in our 
particular case. Increases in the cost of steel would be very serious. 

The Cuarrman. They would be very serious? 

Mr. Buackie. Yes, sir, particularly at a time like this when prices 
could be increased only with difficulty and danger. 

The CHamman. Are there any further questions of Mr. Blackie? 

If not, Mr. Blackie, we thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Mr. Buackie. Thank you, sir. 

The CHarmman. Our next witness is Mr. O. R. Strackbein. 

Mr. Strackbein, will you please come forward and, for the purpose 
cf the record, identify yourself by giving us your name, address, and 
the capacity in which you appear? 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONWIDE 
COMMITTEE OF INDUSTRY, AGRICULTURE, AND LABOR ON 
IMPORT-EXPORT POLICY, WASHINGTON, D. C. 


Mr. Srrackpetn. My name is O. R. Strackbein. I am chairman 
of the Nationwide Committee of Industry, Agriculture, and Labor on 
Import-Export Policy. 

The Cuarrman. Mr. Strackbein, can you complete your statement 
within the time allotted to you? 

Mr. SrrackseIn. I believe that I can; yes, sir. 

The Cuarmman. You are recognized, sir. 

If you leave out any part of your statement, the entire statement will 
= in the record, Do you have any additional material such as 
charts or anything of that sort? 

Mr. Srracksern. I have none at this particular point, Mr. Chair- 
man, but, as we go along, it may become desirable to submit something 
for the record later. However, I have no other material with me now. 

The Cuamman. If you so advise me, we will insert that in the rec- 
ord for you. 

Mr. Srracksern. Thank you very much, Mr. Chairman. 

Mr. Chairman, the present hearings and the present proposal to 
extend once more the power of the President to enter into trade agree- 
ments and further to lower existing tariffs come at the most crucial 
point in the whole history of the trade agreements program. 

Recognition of this fact finds some expression in your announcement 
of January 23 in which you outlined the President’s proposal for a 
5-year extension of the program and additional authority for tariff 
reductions up to 25 percent. The statement said in part: 

Although I have always supported the trade agreements program, I have in 
recent years become increasingly concerned as to operation and administration 
of the various provisions designed by the Congress to afford avenues of relief 


te domestic industries which are being injured or threatened with injury from 
imports due to concessions made in trade agreements * * * 


Those words reflect concern over the very aspect of the trade pro- 


gram that makes the present consideration of the program’s future a 
critical undertaking. 
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One thing is very clear. The administration of the Trade Agree- 
ments Act, as extended from time to time, has not been in keeping 
with the successive pronouncements of the three Presidents who have 
been the recipients of the power delegated by the Congress. 

I will not quote from these Presidential statements at this point. 
They have been documented in previous submissions to this committee 
or its Subcommittee on Foreign Trade Policy. All of them carried 
what appeared to be profoundly sincere assurances that no domestic 
industries would be jeopardized by the trade agreements program, 

If the English language means anything and if any trust can be 
placed in Presidential statements, the wide gap that separates the 
actual action taken under the escape clause and other remedial pro- 
visions of the law, on the one hand, and the executive pronouncements 
referred to, on the other, has no explanation other than the failure 
of the Executive to realize what was being done in his name. 

Such failure of the Executive, if that is the explanation of the 
great discrepancy, is no consolation to those who cannot live on fair 
words. No matter what the true explanation may be, the fact is that 
there has been more than enough time for awareness of the discrepancy 
to set in; and there is no visible sign that this is about to happen. 

Twenty-four years is a long time to await conformity with a prom- 
ise. We think that the executive branch of the Government has in 
this instance forfeited the faith placed in it by the Congress. 

Not only has there been evident a bland disregard of the Presi- 
dential statements ; there has been an obvious invasion of congressional 
responsibility. Under the administration of this trade program we 
have witnessed the clearest circumvention of the intent of Congress 
through use of the executive veto over Tariff Commission recom- 
mendations. That is not all. There has been a sustained and per- 
sistent effort to put Congress itself into a box. 

The latter maneuver culminated in the proposal of United States 
membership in the OTC, Organization for Trade Cooperation. 

While contending that no power had been taken from Congress, 
the State Department eto made trade agreements containing 
provisions that preempted the power of Congress. Assuming that 
this was agreeable to the Congress sitting at the time, the effect was 
to commit future Congresses regardless of any changing sentiment in 
the electorate. 

Among such commitments were those that froze given tariff rates 
at existing levels or bound items on the free list. Another was the 
commitment not to establish or maintain import quotas, subject to 
certain transitory exceptions, 

Now, it could be said, as it has been said by the Department of 
State, that these commitments do not bind the Congress, Such an 
attitude, however, represents a cynical disregard of international] real- 
ities and turns a duplicitous face toward the domestic industries, 
farmers, and workers who find themselves badly injured as a result 
of these and similar commitments. 

They well know from firsthand experience that the international 
roadblocks thrown across the path of Congress are not trivial and 
readily disregarded by heavy and solid and so intended. 

Obviously the President, whoever may have held the office. has 
himself regarded these international commitments seriously. That 
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fact perhaps as much as anything else accounts for the wide dis- 
crepancy between Presidential assurances and actions under the 
escape Clause, 

Obviously also the commitments should be taken seriously. It 
would be an act of dishonor if the United States broke its commit- 
ments willy-nilly. The United States should act responsibly and not 
lightly in international affairs. That is all the more reason why the 
State Department, if it has due regard for the separation of powers, 
should henceforth refrain strictly from making commitments that 
will prevent a present or future Congress from legislating its own 
judgment in a field of its competence and full power. 

A review of what naturally happens when the Congress delegates 
power over the regulation of foreign commerce, by tariffs or other- 
wise, to the President, leads to the conclusion that what we have wit- 
nessed should have been expected in the first place. 

It is a basic mistake to give into the hands of the Executive a power 
that belongs to Congress, except under the most specific rules, because 
the Executive is bound to carry out its own policy, however this may 
disagree with sentiment in a given Congress. 

This loyalty to executive policy, quite necessary, to be sure, for 
successful administration, means that all subordinates of the executive 
departments will fall into line with it or suffer the consequences. 

In fact, executive appointees in the departments are selected in the 
first place with the expectation that they will execute the policy of 
the Executive. This will be true of cabinet members, assistant secre- 
taries, bureau chiefs, advisers and special appointees. 

Underneath this official layer will be found the permanent employees 
whose careers are linked with the success of the executive program. 

Only now and then an intrepid soul goes against the policy of the 
appoilting power. Usually he soon finds himself “oriented to greener 
pastures.” 

Under the trade agreements program we witnessed, as examples, 
the establishment by Executive order of the Committee for Reciprocity 
Information, CRI, and the interdepartmental Trade Agreements 
Committee, which are identical in point of personnel. 

The members of these committees all spoke for executive depart- 
ments. What was expected of them? Should they sabotage the Pres- 
ident’s program? Should they oppose it or should they carry it out 
as faithfully as possible? Could they not indeed have been expected 
in some cases to be, as it seems they were, more enthusiastic perhaps 
than the Executive himself in driving toward the goal? 

These questions answer themselves and also help to explain the 
great discrepancy noted above. 

Although the delegation of power under the Trade Agreements 
Act provided for increases no less than reductions of the tariff up to 
50 percent, why were all the thousands of rate changes downward ? 

Again, the answer is not difficult to find. The CRI and the Trade 
Agreements Committee members were naturally bending their best 
efforts toward carrying out the executive policy which happened to 
be one of moving rapidly toward free trade. 

Can anyone believe that any of the members of these committees 
seriously argued for higher tariffs? Of course not. 

That is why the numerous hearings before the CRI were such 
obvious shutouts and indeed an affront to the hundreds of industrial, 
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agricultural and labor representatives who appeared at such hearings. 

The outcome was generaly a foregone conclusion. Very few ques- 
tions came from the assembled executive panel. It was quite obvious 
that no information was needed. The preexistence of the verdict was 
easily sensed from the total lack of interest in what the witnesses said. 

What else should have been expected? In the eyes of the executive 
panel the question of policy was beyond debate and correctly so. The 
members were not delegates elected by people of varying views and 
interests. 

Therefore, they had nothing to debate except details of such matters 
perhaps as how thick the hangman’s rope should be; and, knowing 
full well that there could be no appeal, a inet of smugness inevitably 
found its way to the countenance of some of the committee members 
and dwelt there in perfect harmony with the background. 

The question arises whether there is anything wrong with such an 
arrangement, for it still exists. Is it simply an academic question, 
anitable for debate by high school students practicing the art of ora- 
tory $ 

Unquestionably great and widespread dissatisfaction has been 
created among those who had substantial interests at stake before the 
CRI. It was hard to reconcile the odd experience of appearances be- 
fore that committee with the usual American procedure. 

Yet, despite the numerous complaints the system has persisted. 
This again should be expected because it is inherent in the exercise of 
power under the circumstances. How else indeed could the system 
function so long as the Executive retains his delegated power in this 
field ? 

An executive policy is entitled to sympathetic and conscientious 
administration by the personnel to whom it is entrusted. From the 
very nature of the executive office, it would be contradition to deliver 
authority into the hands of deputies—the CRI in this case—who had 
no intention of carrying out the policy of the appointive power. 

Yet, despite these rigidities, it can be said that American industry 
might even survive the CRI system if its mistakes could be corrected. 
And here we come to the real complaint. 

The delegation of authority to the executive under the Trade Agree- 
ments legislation provides for no appeal from the executive steward- 


ship. 

The complainant, after spending much time and effort on an escape 
clause action before the Tariff Commission in the hope that the mis- 
takes of the CRI, acting after only short and superficial hearings, 
and of the Departmental Trade Agreements Committee, may be cor- 
rected, quickly finds himself right back in the hands of the Executive. 
In other words, the Executive passes on its own handiwork, and there 
is no appeal. 

Mr. Chairman, this hardly adds up to an academic question. 

It is true that under the escape clause the Congress presumably 
regains a voice in the trade-agreements system, but in fact loses it the 
very second a Tariff Commission recommendation is completed and 
starts on its way to the White House, to a place that, in this instance, 
has come to look very much like a death cell in cases of this kind. 

Both the Congress and the Tariff Commission say goodby to any 
supposed authority vested in them to regulate foreign commerce as 
soon as the Tariff Commission has finished as escape-clause case. 
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The President’s lieutenants reopen every case; reexamine it, bring 
in. new evidence that is not exposed to the hearing process and invoke 
entirely new considerations on which to turna decision. 

Such a disposition of Tariff Commission recommendations repre- 
sents a complete evasion of the power of Congress; nor would a second 
hearing before an executive body, after the Tariff Commission recom- 
mendation reaches the White House, correct the defect. Such a hear- 
ing would simply repeat the experience that has been characteristic 
of the hearin Sehode the CRI. 

It would defy the genius of the lexicographer to find a term that 
would describe the denatured equity contained in the incredible pro- 
ceedings that have grown around the executive disposition of escape- 
clause cases. 

Let us now consider the question of import quotas. Quantitative 
restrictions, as they are called in the General Agreement on Tariffs 
and Trade, GATT, represent a means of regulating foreign commerce. 
This is an unquestioned function of the Congress. 

Yet the State Department took the lead in Geneva in obtaining an 
international agreement to ban the use of quotas. How could such 
an agreement be squared with the function of Congress? It, the State 
Department, undertook to bespeak the action, not only of the Con- 
gress sitting in 1947, when the GATT was signed, but of future Con- 
gresses as well. 

Now, if the agreement did not mean what it said, why was it made? 
The executive branch has stood stanchly behind the agreement. It 
means to see to it that it is carried out. 

What then become of the protestations from the same source, that is, 
from the State Department, saying that Congress is not really bound ? 
What sort of game is this? 

Implicit in this stance is deceit either of the people in this country 
or of foreign countries, or both. The State Department should come 
clean, if that is within the range of its morality or competence. 

Tet us look at some of the practical aspects of the complaints. 

Mr. Chairman, there are dozens of industries in this country, beset 
by competition that economically hits below the belt, which find the 
tariff alone, by itself, an inadequate means of properly regulating 
Imports. 

The principal reason lies in the wide differential between competi- 
tion that comes from different countries exporting the same product 
to us. 

The most-favored-nation clause prevents the application of different 
tariff rates to different countries. Yet this would be necessary if the 
competition from abroad were to be regulated fairly, effectively, and 
equitably. 

A rate high enough to place competition from some countries on a 
fair basis would shut out all imports, or nearly all imports, from some 
other countries. 

Under such circumstances import quotas suggest themselves as the 
best remedy; and yet we find the State Department taking matters 
into its own hands in 1947 and renouncing the use of import quotas. 

What notion could that Department possible have entertained about 
the function and status of Congress in our Government ? 

What, in any case, is the source of the State Department’s blind 
opposition to import quotas? It can come honestly only from a 
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mystic faith in free trade; and that brings us to the type of economist 
who still persists in saying that wage differentials between this coun- 
try and other parts of the world do not account for the inability.of 
our producers to compete. 

The theoretical economist refuses to see what every practical busi- 
nessman knows to be a fact as evident as the difference between a $5 
and $10 bill. 

The economist remains true to what he was taught in college by 
like-minded economists and that, Mr. Boggs, is the end of it. That 
is the academician. 

The re of the power of Congress to regulate foreign com- 
merce has been the result of this type of economic thinking. Having 
found a favorable climate for the entrenchment of their philosophy, 
the proponents thereof, heavily supported by export interests, under- 
took to establish the philosophy permanently. 

The best way of assuring success was thought to be the reduction 
of Congress to the position of onlooker; for the possibility of. a 
changing sentiment in Congress augured badly for the permanence 
of a given policy. 

The necessary method of bypassing Congress presented itself in the 
instrumentality of the executive agreement whereby this country 
could be internationally committed so deeply that Congress would be 
helpless. And that is where we are today—almost. 

That, Mr. Chairman, is why I think that this hearing is exceedingly 
important, and this occasion of further extension of the Trade Agree- 
ments Act is exceedingly important. 

To tighten the stranglehold of the international commitment on 
the very eve of congressional consideration of the trade program, the 
aid of sputnik was invoked before it had traveled many times around 
the world. On top of this the good brethren of freer trade now lean 
heavily on the Russian economic threat. 

Here it should be noted that the old anchorage, consisting of the 
assurance that freer trade would lead to the pacification of the world, 
now rusty and barnacled, was drop post haste; and in its place 
we are now to believe that freer trade is the best weapon of economic 
warfare. 

Yet it should be clear that private international trade is no equal 
of state-directed trade in point of maneuverability, international sub- 
version, or bribery. 

The sudden new vision of trade as a weapon of war, in other words, 
is no more than another handy means of supporting the embarrassed 
position of those whose faith in trade as a pacifier of mankind 
crumbled under the onslaught of reality. 

Above all they wish to keep control of trade in their own hands and 
out of Congress. In a recent letter to Members of Congress the 
Secretary of Commerce said: 

A more direct threat to our security now makes the trade program even more 
important. An economic offensive has been hurled against the free nations by 
the Communist leaders. 

This seems to be a very sudden development. Surely if we did 
not have Russia in the world the internationalists would have to in- 
vent her in order to subdue Congress and to enhance the executive 
power. 
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Of a less ominous hue is the supposed threat of the recently an- 
nounced faltering first slow steps of what in 15 years is to emerge as a 
common European market, adhered to by 6 countries. 

Apparently we now need GATT all the more to protect us against 
this menace to our economic well-being. Yet, how GATT, in which 
these countries could outvote us 6 to 1, could be brought over into our 
corner has not been made clear. 

GATT is least designed as an agency in which the United States 
can defend itself. Our 1 vote out of 37 dilutes our actual position in 
world trade in the neighborhood of 7 or 8 to 1, if not more. 

None of these new developments that are now so hastily invoked 
change in the least the grievance against the present system of trade 
agreements administration. Nor, for that matter, is our system of 
international trade relevant to the weapons race with Russia. 

This is a scientific and military race, largely depending in its out- 
come upon scientific theory, skill, and application. 

The basic grievance is one of protest against a system of adminis- 
tration that is inherently inequitable to or oblivious of the interests 
of numerous domestic producing elements that see themselves taken 
for a ride—not indeed in behalf of the general public interest, but in 
behalf of other economic groups that are as selfish inherently as any 
others, and in behalf of a mystic philosophy that flies in the face of 
everyone who is on the firing line and everyone who comes under the 
guns of unfair import competition. 

What is needed for correction or at least for a livable adjustment 
is quite simple. It involves quite clearly the power now exercised 
by the President under the escape clause and similar provisions of 
law. 

The Congress and not the executive branch should have the final 
power of review over the Tariff Commission. This is a body, that is, 
the Tariff Commission, that was set up by Congress to help the Con- 
gress carry out its constitutional function. 

By no stretch of the imagination should the Commission’s part in 
tariff adjustments become a door through which congressional con- 
trol slips out of reach and into the firm and final control of the 
President. 

Surely this was never intended. If it was so intended, the action 
in any case must now be wndone since, even under the pragmatic test, 
the system has been tried and found wanting. 

It can be supported only by those who seek to raise the considera- 
tions of international diplomacy above the interests of domestic pro- 
ducers as a permanent system. It is they who find the executive 
domination that has here been described made to order for their pur- 
pose and it is they who have supplied or are by way of supplying the 
principal impetus behind extension of the present system unchanged. 

We cannot agree to a continuation of a system that denies to our 
own industries the right of a reasonable economic defense and which 
in so doing violates the basic postulates of our constitutional system 
of government. 

1 want to list four points of our position. We are against a 5-year 
extension of the Trade Agreements Act. We are against the proposed 
grant of additional tariff reducing authority to the President. 
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We favor return to Congress of its authority to regulate the foreign 
commerce of this country. We favor establishment of guide lines for 
the imposition of import quotas. 

That completes my formal statement. I do have a comment on 
something that happened yesterday, Mr. Chairman, if you will in: 
dulge me a moment. 

The New York Times this morning carries on the front page an 
article which says that, “Five on Tariff Board shun more power. 
Tell House unit they don’t want the final word in escape clauses.” 
Lower in the article it says, “Today’s testimony was widely interpreted 
as a setback to a mae protectionist drive for amendments to de- 
prive the President of his veto power over Tariff Commission deei- 
sions in escape clauses.” 

Mr. Chairman, I would like to propound a few questions in order to 
clarify this situation. If the results of the Tariff Commission posi- 
tion, as taken yesterday, are widely interpreted as a setback to one 
side of this controversial legislative issue, then it seems to me certain 
ern about the position of the Tariff Commission will require clari- 

cation, and I have a few questions to which I think answers should 
be sought to this end. 

One is: Were the replies by the Commissioners to be regarded as an 
official response of the Tariff Commission? I am not se you to 
answer this. I am not asking the committee to answer at this time, 
but I think these questions go to the very point of the effect of the 
Tariff Commission’s testimony. 

If the replies of the Commissioners were to be regarded as official, 
then of course, that raises another question. If not, or if the replies 
are not to be considered as official, what weight is to be attached to 
these replies ? 

Three, are the answers of the commissioners to be regarded as 
expert testimony? Four, were the commissioners aware of the impli- 
cations of the question that was put to them ? 

Five, was the question itself clear to them? Six, in their later re- 
opening of the question, were the individual commissioners recorded 
on their attitude toward the continuation of the present escape-clause 
procedure under which the Commission’s recommendation to the Pres- 
ident for final disposition ? 

It has never been clear in my mind, and yet it appears from this 
article that there is an impression that the commissioners, that is, those 
of them who expressed themselves, did go on record on this particular 
point. I think that question should be clarified. 

My reason for asking for clarification on these points is that the 
testimony of the members of the Commission on this point has, ac- 
cording to the report in this morning’s Times, been widely interpreted 
as a setback to a strong protectionist drive for amendments, and so on. 

I am wondering whether the question on this point was a proper one 
for the members of the Commission to answer as commissioners. I 
am wondering how an official reply by the Commission on this point 
would reflect on their future objectivity as members of the Commis- 
sion. The question at issue is a controversial one, that is, this question 
upon which they were asked to respond, and the Tariff Commission 
has a function of carrying out congressional policy. 

It is a factfinding and quasijudicial body. In the vernacular, it 
puts them on the spot to ask them to reply to questions of policy. 
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That ends my statement, Mr. Chairman. 


The Cuarrman. Any ‘questions of Mr. Strackbein? Yes, Mr. 


Boggs. 

Mir. Boaas. I had not intended to ask my good friend, Mr. Strack- 
bein, any questions, but in connection with his last statement, I 
gathered from his principal statement that he expressed considerable 
confidence in the Tariff Commission. 

The impression I gather from these questions that he is propound- 
ing is that, as of eee he did not have very much confidence in 
them. The record speaks for itself. 

I have the record of testimony of yesterday, and I specifically di- 
rected a question to each member of the Commission. The question 
was whether or not they thought that additional power should be 
given to the Tariff Commission ; namely, that they be given the power 
to make these determinations in escape-clause procedures and that 
there be no appeal from that or that the President have no authority 
thereafter, the only power being the power of Congress to override 
that determination. 

I made that question very clear to those gentlemen, Mr. Strackbein, 
and that was what the question was. 

Each one of them replied, with the exception of the chairman. 
Each one of them said that they did not think that that power should 
be vested in the Tariff Commission. 

The chairman, who was the last person whom I asked the question 
of, said it was a matter of policy and that he did not want to express 
himself on it. And, finally, after I asked him several times, he more 
or less indicated that if the power were given to them, he would do his 
very best to administer it. 

I think the question was completely in order. They came here as 
a Government agency to testify. 

Mr. Srracksern. Mr. Chairman, I have no disposition to fence 
with the member of the committee on this point, but the thing that is 
not yet clarified in my mind is whether the commissioners separately 
or severally expressed themselves on this question of whether or not 
the Tariff Commission’s recommendations should go to the Congress 
rather than to the President. 

There was discussion on the question of whether or not national 
security as an element in a case should be determined by the Tariff 
Commission or left to the President. 

Mr. Boses. Mr. Chairman, I am not going to take the time of the 
committee to read all the testimony of yesterday. I asked the 
questions. 

Mr. Curtis. Mr. Chairman—— 

The Cuatrman. Mr. Boggs has the floor. 

Mr. Bocas. I will yield for a moment. 

Mr. Curtis. I want to call attention to the gentleman that the 
Tariff Commissioners themselves, when they came back in the after- 
noon, felt that there had been a misconception given as to what they 
said and, as a matter of fact, I thought myself, at the time the ques- 
tions were asked, that it was not the proper kind of questioning to ask 
the commissioners. 

I took it up and asked them myself these questions and asked them 
specifically whether they were answering as individual citizens or as 
members of the Commission, and they replied that they thought they 
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were solely as individual citizens, and I certainly thought so myself. 
There is confusion on this. That is the point, and the record shows it. 

The Cuareman. Regardless of that, it is a matter of record and the 
committee can give such credence to the testimony of any witness that 
the committee desires to give to that testimony. 

Mr. Mason. And each member of the committee makes his own 
interpretation. 

The Cuarrman. That is exactly right. 

Mr. Boaes. I want to say further, Mr. Chairman, that I have no 
objection to your submitting Mr. Strackbein’s questions back to them. 
It is perfectly all right with me if you submit them or those of any- 
body else in the audience who has some other questions to ask them. 

We will submit them along with Mr. Strackbein’s. I have no ob- 
jection to Mr. Strackbein’s questions. 

The Cuarrman. J did not convey the impression, I hope, that I was 
submitting the questions. Mr. Strackbein read the questions into the 
record for our consideration, and if any of us are interested in having 
their further opinion, we may doso. 

Mr. Srrackeetn. That is correct. 

The Cuatrman. I did not understand that he intended to request 
that I submit them, as chairman of the committee, and, of course, I 
will not, as chairman of the committee. 

Mr. Boces. I have one further question I want to ask Mr. Strack- 
bein because he referred to me in this connection. It is about these 
academicians. 

It seems to me that you used to be an academician yourself, is that 
correct ? 

Mr. Srracksern. It depends on your definition of the word. 

Mr. Boaes. I never heard the word until you used it. I do not 
know what it means. 

Mr. Srrackeern. I will plead guilty to the fact that I was at one 
time an assistant professor in a university, an assistant professor of 
economics. 

Mr. Bocas. Whereabouts ? 

Mr. Srracksern. At Washington and Lee University. 

Mr. Boees. It is a very fine university. I commend you. You 
taught economics ? 

Mr. Srrackpern. Yes. 

Mr. Boces. Of course we have two ex-economic professors on our 
committee, Doctor Holmes—TI think he taughts economics—and Doctor 
McCarthy over our end of the committee. So I have a high regard 
for you economics professors. 

Mr. Srracksetn. Mr. Boggs, it was because I realized that I knew 
very little about what I was teaching to my students, simply teaching 
them what I was taught, that I decided I should get out in the world 
and learn something about it. 

Mr. Boces. I commend you, sir. Do you feel that you have im- 
proved your knowledge? 

Mr. Srracksern. I will leave that up to your own judgment. 

Mr. Boaes. Just one little other aspect about this word “academi- 
cian.” Would you put Secretary Weeks in that classification ? 

Mr. Srracksern. No; I do not think that he is noted as an aca- 
demician. 
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Mr. Boaes. How about the United States Chamber of Commerce? 
Mr. SrracksEIn. Now you are talking about a great organization. 
Mr. Boces. They officially endorse this legislation ? 

Mr. Srracksetn. If you come down to individuals, I think it might 
be possible to classify or perhaps make some effort at classifying a 
person as being an academician or not. 

Mr. Boges. Let’s take Mr. Talbott, the president of the United 
States Chamber of Commerce. He is very much for this program, 

Mr. StrackseIn. Is he? 

Mr. Bocas. Yes. 

Mr. Srracksern. You are sure of that? 

Mr. Bocas. We have a letter from him telling us he is. 

Mr. Srracksern. I talked to him face to face so I have to put my 
position against yours. 

Mr. Boaas. I do not want to argue that point with you. 

Mr. Srracksetn. The position of the United States chamber has 

nerally been in support of the trade agreements program, but they 

ave also called for adequate safeguards, I believe, for American 
industry. 

Mr. Boaas. It is my impression that they have endorsed this bill, 
is that correct? 

Mr. Srracksern. I am not sure on that point. 

Mr. Boggs. I think that can be verified. We have some resolutions 
here from them, do we not? 

Mr. Byrnes. I think that you will be able to find that,out when they 
testify. I assume they are going to testify. 

Mr. Boaes. Mr. Blackie, who testified this morning, is connected 
with the United States chamber, is he not ? 

Mr. Srracksern. I am not aware of his connection. 

Mr. Boces. Yes. He advises me that he is chairman of the foreign- 
commerce committee, of the United States chamber. He also advises 
me that the United States chamber in its testimony will favor the 
program as proposed by the President, subject. to qualification on the 
point which has to do with changing the base date back to 1934 and 
that Mr. Talbott is for the program. I am sorry, Mr. Strackbein, 
Mr. Talbott gave you a different impression. 

Mr. SrracksEIn. Perhaps there is a distinction as between being 
president of the United States chamber and as a private citizen. 

Mr. Boaes. There will be businessmen who are going to appear here 
one way or the other. For instance, I see Mr. Lamar Fleming. 

Mr. SrrackBeEIn. I said these economists are heavily supported by 
export and import interests. 

r. Boees. I had not heard that. I thought this had something to 
do with academicians. I am trying to bring out who all these acade- 
micians are. 

Let’s take President Eisenhower. He is mpppeed to be for it. How 
would you puthim down? Asan academician? 

Mr. SrrackBeIn. Please do not ask me to classify the President of 
the United States. 
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Mr. Boces. He was president of Columbia University. He must 
have been an academician. 

Mr. STRACKBELN. I think that his background was primarily mili- 
tary. 

Mr. Boces. That is my impression too, but somehow or other he 
must have been an academician too? 

Mr. Srrackeetn. I do not think that West Point generally is noted 
for turning out academicians. 

Mr. Bocas. How do you pronounce that word ? 

Mr. Mason. Mr. Chairman, this is becoming farcical. 

Mr. Boces. You are a former academician ? 

Mr. Mason. I have been accused of it many times. 

The Cuarrman. Let’s remember the rules. Mr. Boggs has the floor 
and he is trying to get the pronunciation of the word. I think he is 
within his rights. 

Mr. Boces. I am trying to establish the fact that it is not some 
peculiar breed of individual who is supporting this program, but 
that this program has support which may be classified as respectable 
as distinguished from this word academician. I do not mean to im- 
ply that academicians are not respectable. 

Mr. SrrackBeIn. May I say that I have not said, Mr. Chairman, 
that the only support comes from the type of economist that I de- 
scribed. I want to make that clear. 

I have said that the interests that support the program are as selfish 
as any others. 

Mr. Boces. Mr. Chairman, I have high respect and regard for Mr. 
Strackbein. I have worked very closely with him over the years, and 
I know him to be a very able, honorable man. I appreciate knowing 
him and appreciate his friendship. I am certain he does not want 
to give the impression that the people who may take a contrary point 
of view to his own are any less respectable in their opinions than the 
so-called protectionists. 

Mr. Stracxsetn. Mr. Boggs, I am trying to say that the protection- 
ists, who are constantly being called the selfish local interests, are 
not the only selfish people in the world, and those that drape the robe 
of unselfishness about themselves and purport to speak in the national 
interest may, underneath, be as selfish as anyone else. 

What I have tried to do here is not to accuse them but to counteract 
their accusation of our side of the case. If you will understand it as 
that, I shall appreciate it. 

Mr. Boggs. I will not argue with you on that point. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions of Mr. Strackbein ? 

If not, Mr. Strackbein, we thank you for coming to the committee 
and giving us the benefit of the views of the organization you repre- 
sent. 

Our next witness is Mr. Sidney Swensrud. 

Will you please give us your name, address, and the capacity in 
which you appear, for the benefit of the record ? 
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STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN, COMMITTEE 
FOR A NATIONAL TRADE POLICY, WASHINGTON, D. C. 


Mr. Swensruv. My name is Sidney Swensrud. I appear as chair- 
man of the Committee for a National Trade Policy. 

The Cuarrman. We have assigned approximately 20 minutes to you. 
Will it be possible for you to conclude your statement within that time, 
sir? 

Mr. Swensrup. Yes, sir. I will stay within that time. 

The Cuarrman. If you omit any part of it, the whole statement will 
be included in the record. 

You are recognized, sir. 

Mr. Swensrvup. Our committee is here to reaffirm our belief in freer 
international trade, as essential to our country’s economic growth and 
to the strengthening of the community of free nations. We have 
consistently favored legislation that furthered those objectives, and 
we have opposed legislation that raised barriers to expanded trade 
with the rest of the free world. 

This has been our committee’s policy because we regard the liberali- 
zation of our country’s foreign trade as essential if we are to maintain 
and increase our high standard of liying, promote more business for 
American enterprise, provide more higher paying jobs for American 
workers, and build more security for our country in the face of threats 
to our way of life. 

The Committee for a National Trade Policy is a bipartisan group. 
It was created in September 1953 to promote public understanding of 
the issues our country faces in its trade relations with the rest of the 
world, and of the leadership role the United States must exercise in the 
reduction of trade barriers. It draws its support from all sections 
of the United States and all levels of American business. It enjoys 
the support of representatives of most sectors of American economic 
life, and it has worked in close cooperation with many national and 
local organizations representing agricultural, commercial, labor, con- 
sumer, and civic interests. 

It was created to help establish more firmly the principle that in our 
foreign trade policies, as in all other policies, it is the national interest 
as a whole rather than special interests which must be the dominant 
guide. We see this as particularly important in the face of well-organ- 
ized forces which in our judgment would subordinate the national in- 
terest to various individual and special interests. This purpose has 
been made more urgent with the passing of time and the changing 
economic position of the United States from a young, undeveloped 
debtor nation, needing to attract labor and capital, to a highly devel- 
oped industrial creditor nation. 

We come before you today, therefore, to urge the enactment of a 
strong, meaningful renewal of the Trade Agreements Act. The 
legislative proposal you have before you (H. R. 10368 and H. R. 10369) 
is an indispensable minimum as a trade policy the United States must 
have if it is to move effectively in the economic field both at home and 
abroad. We think the American people deserve and should have more 
than this proposed renewal provides, but certainly not less. Our stand- 
ard in measuring the suitability of the proposed legislation is, we be- 
lieve, a practical businesslike standard, one that is in step with the 
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capabilities of the American free enterprise system, that reflects its 
dynamic qualities, and that protects the best interests of the American 
consumer and the American worker. 

We cannot enhance our poet or forge the links of free world 
ames or meet the Soviet challenge, by now erecting new barriers to 

e. 

In accepting the Nobel Peace Prize for 1957, Mr. Lester Pearson of 

Canada said of the free world: 


We prepare for war like precocious giants and for peace like retarded pygmies. 


We can disprove this indictment in no better way than by enacting 
forward-looking trade legislation, legislation that reflects confidence 
in our own economic strength and in the great potentialities of free 
world unity. 

The desire to increase productivity and to raise living standards is 
bringing about the lowering of trade barriers in many parts of the 
Soe pened in the growing movement, for example, in Europe, 
toward common markets and free trade areas. 

Mr. Chairman, it is one of the most baffling oddities of our time that 
the United States of America, which set the example of removing 
trade barriers within its own frontiers as a first step in developing a 
mass market and raising living standards to unprecedented heights, is 
today the world’s big question mark as the free world seeks to preserve 
the gains in trade liberalization that have been won and to gain even 
more ground in that direction. 

It is, therefore, a most extraordinary circumstance that our recip- 
rocal-trade program under which he have developed a1 enormous 
export business, the largest export business of any nation in the 
world, vital to many important sectors of our economy and to the 
jobs of millions of Americans, is today widely regarded as being in 
jeopardy. The multilateral reciprocal trade agreements program 
now in effect is the best instrumentality we have yet found with 
which to obtain widespread tariff and trade concessions from other 
countries. In these rapidly changing times we must not overlook 
the need for the kind of an operational foreign trade policy which 
will enable us to deal effectively with the new developments in the 
world’s economic arena. How are we to act effectively, for example, 
in influencing the direction that the European common market, will 
take in its tariff policies? Here is an area to which we export be- 
tween $214 billion and $3 billion worth of goods a year, and which 
over the next 5 years or so will have to realine its tariff policies 
toward the rest of the world, including the United States? 

It is essential that we have a foreign trade program that provides 
the administrative flexibility needed to protect our country’s foreign 
trade position, which is an enormous position, in the face of rapidly 
moving developments in Europe and elsewhere in the world. 

The bill now before you has many features that would help to 
accomplish this. The extension of the act for 5 years is the very 
least required to enable our Government to keep pace with the 
development of the European common market. Our committee 
would prefer a much longer extension as more in line with the need. 
Anything less than 5 years, assuming a sound act in other respects, 
would do damage to our economic interests both at home and abroad. 
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We believe that the negotiating authority requested is a sound 
minimum requirement. 

We are disappointed, however, in the absence of any effort to with- 
draw or at least improve the weakening amendments of previous 
years, and we are disappointed also in the proposed modification of 
the escape clause that would put the United States in the position 
of going backward, at a time when even to stand still would cause 
us to fall behind. But I emphasize again that the bill proposed is 
the very least that will do the job. 

I would like to stress some of the many things that are at stake in 
the kind of legislation the 85th Congress will enact in this field. 
One of them is an important link in the chain of free-world confi- 
dence and unity. 

Confidence and unity are made up of many elements. The Trade 
Agreements Act is the main pillar of the United States foreign policy 
in the field of international trade. It is to that legislation that the 
free world turns for a clear expression of American policy in this 
area, a policy that has a considerable effect on their international 
financial accounts and their domestic economies. The me we 
have given our friends has not always been as clear, as dependable, 
and as responsible as it ought to be. The world has had every right 
to ask whether we really meant it when we adopted trade liberaliza- 
tion as a key policy nearly a quarter of a century ago. The pro 
has been kept alive by the fits and starts of short-term extensions, 
and these have had to be fought for every inch of the way, with a 
certain amount of ground being given in recent years by the tacking- 
on of weakening amendments; and now there are many more that 
the forces of “creeping protectionism” are trying hard to inject inte 
the trade agreements program. 

Unless we act sedelehely 4c correct this uncertainty as to our posi- 
tion, some of the countries of the free world whose stake in foreign 
trade is a matter of export or die, may well have to accept alternative 
incentives and invitations that in the long run will not redound to our 
best interest. 


ALSO AT STAKE IS OUR COUNTRY’S VITALLY IMPORTANT EXPORT TRADE 


A nation such as the United States, that is growing economically 
seeks ever-expanding markets at home and abroad. The financial 
arithmetic of its international transactions makes necessary ever-ris- 
ing imports of goods and services, supplemented by the outflow of pri- 
vate gifts, of foreign-travel expenditures, and foreign investments, if 
other countries are to earn the foreign exchange (in this case dollars) 
with which to buy increasing quantities of our goods and services; that 
is, unless government-to-government aid is to provide a permanent 
cover for the financial gap, which I am sure everyone will agree is not 
a sound solution. 

Many countries of the world are in that kind of deficit position in 
their economic relations with the United States. The United States 
as a nation, and its citizens as taxpayers, have a vested interest in a 
sound and enduring solution to the problem of the gap, one that will 
permit an ever-rising exchange of goods and services. 

The United States imports raw materials to sustain its industries, 
food to feed its people, consumer foods as part of its quest for ever- 
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rising standards of living, and producers’ goods used by industry and 
agriculture to produce other things for sale throughout the country 
and in the world’s markets. What we buy also contributes to our 
growth in another way. The dollars we spend for imports represent 
most of the dollars earned by foreign countries. These countries want 
to buy huge quantities of the goods and services we produce, a fact that 
is obvious from the enormous and rapidly growing volume of our 
exports. ‘Of one thing we may be sure: every dollar we spend on im- 
ports from abroad will be promptly spent back here for some kind of 
United States goods or services which the rest of the world wants. 

This export business is important to our economy and to the jobs of 
millions of Americans. A policy of trade restriction means a curtail- 
ment of business for American enterprise and fewer jobs for Ameri- 
ean labor. This is not realized by many of those who seek trade re- 
strictions. Recent studies on the importance of foreign trade te local 
communities around the country produce up-to-date substantiation 
of the widespread importance of exports to our economy. I am sure 
many of these areas would be surprised and will be surprised to find 
just how many people in their communities derive their living, or an 
important part of it, from producing things for export. Unfortu- 
nately, these facts are rarely brought home to people, whereas those 
who feel injured by imports very quickly make their voices heard and 
their pressures felt. 

Approximately a tenth of the movable goods produced in this coun- 
try are sold abroad. We export almost 20 percent of the trucks we pro- 
duce, 40 percent of the tracklay:ng tractors, about 15 percent of our 
machine-tool output, over 25 percent of our construction and mining 
equipment, about 15 percent of our coal, and between 25 and 40 per- 
cent of our cotton, wheat, rice, fats and oils, and tobacco. The value 
of our exports is greater than that of all homebuilding, or all sales of 
new automobiles in the United States market, or all farmers’ gross 
income from crops or from livestock, or the value of all purchases of 
clothing by American consumers. 

Maybe that is academic, but for the people who make their living 
by making these things for export, it is not academic by any means. 

One-fifth of our total exports consists of agricultural products, con- 
stituting the output of something like 40 million acres of land. It 
has been estimated that 414 million people in this country owe their 
employment to our foreign trade. Geittbnness, I submit that that is 
not academic. 

Export sales have helped the United States achieve its great indus- 
trial efficiency, just as competing imports have in many cases stimu- 
lated greater efficiency and the development of better products. 

Exports are particularly important to our economy during a reces- 
sion. The upward trend of unemployment today is certainly cause for 
great concern, and measures to alleviate it are properly being dis- 
cussed. One way that would not meet or alleviate the unemployment 
problem would be the curtailment of imports by increasing trade bar- 
riers. A policy of trade restriction was proved folly in 1930. It 
would not be any more sound in 1958. 

It is during a recession, of course, that the danger is greatest of 
yielding to demands for import restrictions, forgetting that every 
dollar of imports we exclude cuts off at least a dollar’s worth of ex- 
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ports. Our country in 1930 raised its tariff rates to the highest levels 
in our history. What did it accomplish? It only deepened and pro- 
longed the depression by generating foreign retaliation against Amer- 
ican exports. From 1929 to 1932 our foreign trade declined approxi- 
mately 70 percent. Imports were reduced by about $3 billion but our 
exports were cut by over $314 billion, from $5.2 billion to $1.6 billion. 
The United States and the nations with which it trades paid a very 
high price for protectionist and retaliatory trade policies in that 
cect I hope we have learned a lesson. 

Our exports in 1957, excluding military items, totaled $19.4 bil- 
lion—again, I submit, a figure that is not academic. Increased tariff 
restrictions might possibly bring some temporary relief to a few man- 
ufacturers or industries, but look at the economic cost to the Nation. 
There would be bound to be retaliation, and in the case of the common 
market perhaps massive retaliation. 

The trade restrictions that are sought would pertain only to a small 
part of our imports that competes directly with domestic production. 
But what is small to us is often vital to other countries, who would 
feel forced to retaliate, in order to conserve their reduced dollar earn- 
ings. Their retaliation would seriously affect our exports and fall 
heavily on our most highly productive industries. The net results of 
restrictive trade policies would be serious injury to our economy. 

Since most of the unemployment is not due to imports anyhow, in- 
creased restrictions on our part would not materially lessen the un- 
employment problem. But because of the consequent adverse effect on 
exports, total unemployment would rise, the consequent reduction in 
purchasing power in turn generating even more unemployment in 
other areas of the economy. 

‘Our own recession is already tending to intensify economic prob- 
lems in other countries. The economic downturn abroad if we were 
to restrict our imports would therefore deepen, and the impact of that 
upon our exports would aggravate our own problem even more. That 
is why the channels of international trade must not be clogged with 
new restrictions or with new doubts as to the trade policy of the 
United States. 


WELL-BEING OF AMERICAN CONSUMER IS ALSO AN IMPORTANT PART OF OUR 
STAKE IN A LIBERAL TRADE POLICY 


Restrictions on imports tend to protect the less efficient and less 
economic industries against competition. They have the effect of 
either denying American consumers imported products they might 
want to buy or tend to making them more expensive. The efforts we 
make in the direction of freer trade would be largely justified if 
measured only against the needs and desires of the consumer and his 
quest for a higher and richer standard of living. 


ALSO AT STAKE IN WHAT CONGRESS DOES IN THE SESSION IS SYSTEM OF 
MULTILATERAL RECIPROCAL NEGOTIATION IN FIELD OF FOREIGN TRADE 


The Congress has, over many years, delegated its tariff authority, 
under and within limitations it prescribes, to the executive department, 
a delegation which is thoroughly sound in principle as recognized and 
practiced in every well-run large-scale operation. The Executive 
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under such delegation should be empowered, indeed instructed, to 
carry on the negotiations, as authorized by Congress, in the most ef- 
ficient and businesslike manner. We have found that in order to 
the maximum return on the concessions we make to other countries 
it is essential to carry on negotiations concurrently with as many 
nations as possible. Ofcourse, thisis particularly true under our most- 
favored-nation policy which is of such long standing. This need has 
brought about the creation of what is called the General Agreement on 
Tariffs and Trade, participated in by 37 nations. 

What makes more sense than that our negotiators meet at a given 
time with the representatives of all the other interested countries of 
the free world for this purpose, so that when they make these con- 
cessions to some one country they can try to get as much back in return 
as possible. I think there has been a great deal of unnecessary mystery 
about this whole matter. 

A common meeting place and a given time provide the best and sim- 
plest mechanism for negotiation on impediments to trade and for 
effective discussion and settlement of mutual problems in a highly 
complex operation. Many conservative American businessmen as 
now witnessed the GATT negotiating sessions in action and have en- 
dorsed their soundness from the standpoint of United States interests. 
I am convinced that to a very large extent it was due to this system 
of multilateral negotiations on tariffs and trade that the free world 
was able to achieve a more rapid, more soundly based economic re- 
covery after World War II than after World War I. 

The General Agreement on Tariffs and Trade, which can continue 
successfully only with United States participation equipped with ade- 
quate bargaining power, is a functional product of our trade agree- 
ment program. To destroy or to weaken this mechanism rather than 
seeking ways to strengthen it, especially in these days when the free 
world is contending not only with the many-pronged thrusts of the 
Communist world but also with a crisis of confidence within its own 
ranks, would be to weaken the whole structure of free world coopera- 
tion, and in so doing to injure our own economic position. 

There is another point I would like to emphasize: namely, that 
American investments abroad can only yield a profit that is of any 
value if it can be remitted to the United States in dollars. The foreign 
country where the investment is made, however, can make those dollars 
available only if it can earn them by sales of its goods and services for 
dollars. I do not think this inexorable fact, as it relates to foreign 
investment, is always as well understood as it should be. 

I recently heard an American businessman who had built a plant in 
a certain foreign country explain that he was not concerned with any 
currency problems, dollar shortages, or anything like that, because the 
central bank of the country had guaranteed to give him dollars in ex- 
change for his local currency earnings. But no government or any 
central bank, for any length of time, can give out more dollars than 
it takes in, and all the seeming mysteries of foreign exchange and in- 
ternational banking cannot change this fundamental fact. 

America is now a great lending and creditor nation, with vast for- 
eign investments in many countries. These foreign investments are 
highly desirable for other reasons than their benefit to investors. 
They help build up the economies of the countries where they are 
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made. Living standards are raised, thereby increasing demands for 
other countries’ goods, particularly those of the United States, since 
we above all other nations produce efficiently and in quantity so many 
things that the world wants. All our experience and foreign trade 
statistics testify to the truth of this observation: The more highly de- 
veloped the country, the better customer it is for the United States. 

The dynamic process of our investing abroad, therefore, exercises 
a twofold compelling reason for a liberal trade policy which im- 
proves the opportunity of foreign countries to earn dollars by their 
exports to us: (1) To enable countries to permit—in dollars—a return 
on and the return of investment, and (2) to satisfy increased desires 
for American goods created by their own developing economies. 

Human wants are illimitable, and as peoples’ standards of living 
increase, and their wants increase, they naturally turn to us for satis- 
faction of much of that demand, because we produce in abundance so 
many of the things that people want in this world. 

Strong pressures have hvebas at work within the American economy 
to prevent the United States from meeting its responsibilities to its 
own enlightened national self-interest. ‘These pressures come almost 
entirely from special sources which, sometimes with cause, very often 
without sufficient reason, fear the cold wind of increased competition, 
and have generated fears that the trade agreements program, which 
has developed mainly since the war, might endanger American enter- 
prise and labor. Just the opposite, of course, has taken place. Yet 
the same arguments and the same pressures have continued unabated, 
notwithstanding the fact that events have proved them wrong. 

They have failed to recognize that the guideline and the genius 
of the American economy is not blind protection of existing activities 
or production patterns, but rather adaptation of our resources—our 
land, our labor, and our capital—to opportunities for greater growth 
than we have yet known. 

Adaptation is not always easy. It is often extremely difficult. The 
techniques of adaptation, however, are one of the great skills the 
United States has developed, one of the paramount examples we have 
set for the rest of the world. It is that skill that makes this country 
uniquely equipped to lead the way to higher goals of trade liberaliza- 
tion. 

The protectionist forces magnify the fear of displacement of Ameri- 
can jobs by cheap foreign labor. The fact is that, for the most part, 
foreign countries are hard put to compete with the efficient American 
producer. It is our high productivity that accounts for our higher 
wage rates, and for our obvious ability to compete in world markets, 
as evidenced by our enormous exports. 

I recently heard a witness before this committee refer to our inabil- 
ity to compete because of the difference in wage rates. He said that 
the professors or various other people seemed to overlook the inability 
to compete. 

Gentlemen, I submit that if we cannot compete with foreign labor 
rates, it is most strange that our exports all over the world are greater 
than those of any other nation on earth, and that all other countries 
buy every dollar’s worth of American goods that they can get the 
dollars to pay for. There is some rather peculiar discrepancy in those 
two statements: namely, that we cannot compete with other nations in 
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foreign markets, but still we have the largest export business in the 
world. I think it would be well to ask some of these people why that 
is. 

While we deplore poor conditions of employment wherever they oc- 
cur, we have on the whole less to fear from cheap foreign labor than 
foreign countries have to fear from our machines and our tremendous 
productivity in both production and distribution. I have traveled 
around the world, and I am sure most of you gentlemen have, and if 
you have not seen Ameriacn goods in most of the markets of the w orld, 
then our eyes have certainly deceived us. 

Thus, we have far less to fear from the displacement of American 
labor by imports than from the loss of American jobs due to the injury 
to our export position, which increased trade restrictions by us would 
bring about. 

Mr. Chairman and gentlemen, from every standpoint, then, whether 
it be the preservation of our export business and the maintenance of 
jobs, or the encouragement of expanding foreign investment and for- 
eign trade generally, or our relations with other free nations, our 
Government needs to give a prompt and clear indication at this time of 
a consistent, long-range multilateral reciprocal trade policy. 

Thank you. 

The Cuarrman. Thank you, Mr. Swensrud. 

Are there any questions? 

Mr. Sadlak will inquire, Mr. Swensrud. 

Mr. Saptax. Mr. Swensrud, do you admit that half of the imports 
that come into the United States presently are duty free ? 

Mr. Swensrup. I do not know what the proportion is. 

Mr. Saptak. I think the statement was made the other day that half 
of the imports coming into this country are duty free at the present 
time, and that the volume of those imports is approximately $6 billion. 

You are today endorsing a bill which wants to make additional cuts 
projected over a 5-year period, of 5 percent each year. 

If we have half of the imports coming in here presently that are 
duty free, it is your contention, as I understand your statement, that 
you want all of it to come in duty free. 

Mr. Swensrvup. I do not know of anything in my statement that 
would lead to that conclusion, sir. 

Mr. Sapiax. I had that impression. I wondered how you were 
able to agree on a 5-year extension rather than a longer extension. 

Mr. Swensrvp. To clear up the first point, neither I nor our com- 
mittee has ever taken the position that it wanted all tariff rates elim- 
inated. We do favor having reasonable flexibility to make further 
reductions. 

Mr. SapiaK. You mentioned at the outset that you believed i 
freerer international trade. 

Mr. Swensrup. Yes. 

Mr. Sapiak. So you want the duty taken off, the sooner the better. 

Mr. Swensrvup. I would not say that that was a fair interpretation. 
I think there are some duties that we should take a ae long time to 
reduce. They should be reduced very gradually. I do not believe 
it is sound to have too sudden changes, “either up or dowwn,: in these 
matters. 
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Mr. Sapiak. You understand, of course, that it is the Trade Agree- 
ments Extension Act that is now before this committee, which would 
have no effect upon GATT. 

Mr. Swensrvup. I do not agree that it would have no effect. on 
GATT. I think if the Trade Agreements Extension Act were not 
renewed, it would have a very adverse effect on our whole trade-re- 
lations program, including GATT. 

Mr. Sapiak. You have stated, and quite vigorously, that those who 
are being harmed, certain industries and the workers within those in- 
dustries, are pleading for a special group. But you do not in any way 
consider yourself as coming here pleading for a special group ? 

Mr. Swensrup. No, sir; not in the least. We represent what we 
believe is the sound interest of the United States, and not any special 
interest of any kind whatsoever. 

Mr. Saptak. After all, you are not here as an individual. You 
are here speaking for a committee, the Committee for a National 
Trade Policy, which is nationwide. You do not consider the makeup 
of your group as a special group or special interest pleading here for 
the continuation of the Reciprocal 'Trade Agreements Act. 

Mr. Swensrup. No, sir. 

Mr. Saptak. You apparently have no concern for the growing un- 
employment in this Nation. 

You mentioned you have made trips around the world. How long 
is it since you last visited plants in the United States that are being 
affected, those who are complaining about being injured by the in- 
creased imports / 

Mr. Swensrvup. I have to reject the assumption that you make, 
that I have no concern about unemployment. 

I think, if you heard what I said and what I tried to convey in 
this statement, you would see that we have a great concern about un- 
employment, and we believe that the Congress should, but we believe 
that employment would be injured and not benefited by restrictions 
raising barriers to trade at this time. 

We think you have to look at both sides of this coin. It is true 
that if you cut off some imports that are competing with American 
production, it would perhaps result in some additional employment 
in that particular situation. But I do not believe the Congress of the 
United States can look at only that side without also looking at the 
other and seeing what unemployment would result from the reduction 
in exports that would inevitably result from import restrictions. 
Every dollar of imports that you cut off is bound to cut off a dollar’s 
worth or more of exports. 

The fact is that our imports consist very largely of raw materials 
and foodstuffs, whereas our exports consist predominantly of manu- 
factured products. 

If, therefore, you thought I said we were not concerned with un- 
employment, you misunderstood me completely. 

Mr. Sapiak. We do not want to have any misunderstanding. How- 
ever, I cannot understand your asking for an increase of imports, since 
you are asking for freer trade, at a time when we have been suffer- 
ing from growing unemployment. It seems to me that if you are go- 
ing to bring in more products, while products are being manufactured 
here, you saturate the markets. further and take a aes time for 
American industry and American workers to get back on their feet; 
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Mr. Swensrvup. Well, sir, one has to either accept or reject the 

roposition that reducing imports will reduce exports. If you do not 

lieve it will, if you think we can go right on exporting the same 
amount, regardless of whether we reduce or increase our imports, 
then, of course, you cannot arrive at any idea of what the net effect 
of trade restrictions on unemployment will be. But if you believe, 
as I certainly do, that foreign countries will spend the United States 
dollars that they earn from exporting things to our country for 
American goods and services as fast as they can earn those dollars, 
then you must logically accept the fact that a reduction in our im- 
ports will reduce our exports. I do not believe that anyone who 
studies the figures and the facts about this subject can possibly come 
to any other conclusion, sir. 

Mr. Sapiax. Mr. Swensrud, speaking of figures and data, I am 

atly concerned about the figure that is being used constantly, that 
about 414 million people are engaged in the manufacture of exports 
which we send out. Gan you tell me the source of that figure ? 

Mr. Swensrvp. As I recall it, that was the result of some Govern- 
ment studies. However, I am not prepared to state the exact source as 
I do not have it right here. 

Mr. Saptax. I will pursue that further, especially with Mr. Weeks 
when he returns, because I am concerned about that figure. I am led 
to believe that if we export automobiles, the statistics citing the 
number of people who are engaged in making that number of auto- 
mobiles include the entire automobile industry. 

Mr. Swensrovp. I am sure that is not true, sir. 

Mr. Sapiak. I want to have that cleared up. I think it is very 
important that we do have it clarified. 

Likewise, I am of the impression that as to those few airplanes that 
we sell or give away abroad, the entire airplane industry, all the em- 
ployees in the industry are considered as being engaged in the manu- 
facture of such limited number of airplanes. Therefore, that would 
bring in a larger number than those who would actually be affected 
in any way. 

I thought since you had evidenced a great study of these figures and 
had been over them and submitted data, you would be quite familiar 
with that figure, and I was looking for information. 

Mr. Swensrvup. I am sure there has been no such error as that made. 
These figures were carefully prepared by the people that made them 
up, I am sure, and are approximately correct. But I do not have the 
exact source here in my papers. 

Mr. Sapiax. Do you have any remedy to suggest for stopping this 
recession and growing unemployment in the United States? 

Mr. Swenskvp. I certainly have no panacea for all our economic 
ills, but I would like to reiterate that I believe raising tariff rates and 
particularly throwing back into the Congress of the United States 
the job of trying to set flat tariff rates on every individual product 
that we import, or might import, would result in far more unemploy- 
ment than it would cure. 

Mr. Sapiax. Mr. Swensrud, is your organization in any way doing 
anything about trying to lower the tariff walls that surround the 
United Kingdom? It seems to me that while we have been taking 
them down and making concessions in our tariff, they have been increas- 
ing them over there. 
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Mr. Swensrvp. I do not believe that is true. I think one thing we 
must remember when we are trying to compare United States tariff 
levels with those of other countries is that some countries use what ~ 
call tariff rates as purely internal taxation, the way we tax many prod- 
ucts on an excise basis. Some countries import all they use of various 

roducts: for example, oil, with which I happen to have some famil- 
larity. Some countries that import all their oil, instead of imposing 
a sales tax on oil consumption within the country, impose an import 
tax, which operates the same as an internal revenue measure. It is 
simply an easier way of collecting the revenue. Now, you cannot 
treat that as a trade restriction in the same way that you would treat 
a tariff duty on a product that is both produced in the country and 
imported into the country. , 

So, therefore, you have to differentiate between tax systems when 
you try to make comparisons of tariff levels in various countries. 

Mr. Sapiak. They have import licenses, and so on, various ways 
of getting around it, but it still becomes a traff barrier, in effect. 

Mr. Swensrup. The fact is, sir, that we export to the United King- 
dom something on the order of $900 million worth of American wosds 
each year. I think there is the answer. They are certainly not 
excluding our merchandise. 

Mr. Saptax. Do you also feel, Mr. Swensrud, that our industries 
here, when they have like goods coming in here, and coming in in 
larger amounts so that the industry in the United States making that 
type of goods is being affected, ought to close down and give the other 
countries the preference ? 

T could cite an example that affects my area, which is the importa- 
tion of stainless steel flatware, which back in 1953 started with about 
883,000 dozen and mushroomed, pyramided up to some 11 million 
dozen in a period of 4 years. 

Mr. Swensrup. Have you made the same study in your district of 
the exports that are at stake and the employment that is involved in 
the exports that go out of your district? 

Mr. SantaK. My facts would show that that 414 million figure which 
T was talking about before would be brought way down, if the sta- 
tistics were drawn correctly. For instance, Pratt & Whitney, the 
largest employer in my area, who manufacture airplanes, now exports 
some planes and some helicopters. ‘But you cannot take all the em- 
plovees in that industry and say that they are'the ones that will be 
affected, that they are the ones that are making the few airplanes they 
are exporting. : 

Mr. Swensrup. I must object to the idea that there has been any 
attempt to mislead the Members of Congress by quoting false figures. 
We certainly have no such intention, snd there has been no such effort. 

Certainly. there is no question but that when you try to arrive at the 
amount of employment involved in exports, you must take the employ- 
ment actually involved in the exports, and not include employment in 
manufacturing for the domestic market. 

But in reference to your mentioning the aircraft industry. my 
recollection is that something like 30 percent of all planes made by 
the United States aviation industry go abroad ; and I assume that same 
thing would probably apply to engines manufactured here. Anybody 
that has gone around the world, as I mentioned before, must realize 
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that most of the planes in the world are American airplanes. I would 
say that no industry, or very few industries have any greater interest 
in maintaining our export position than the aviation industry, since 
the world uses our planes to such a large extent. But how are they 
going to pay for those planes if they do not have dollars? i 

I suggest that it would be very illuminating to try to find out in 
any particular congressional district just how many people owe their 
livelihood, or some part of it, to producing things for export. 

_ Mr. Saptax. I will not pursue that further, but I think it is a very 
important point. 

How do you explain the fact that a lot of our manufacturers are 
operating plants abroad ? 

Mr. Swensrvup. That is explained in part by the dollar problem. 
It is also explained by the fact that they think that they can make a 
profit by doing so, and to some extent by the fact that America is 
encouraging foreign investment. I think it is a very good thing. 
But as I pointed out before, if sufficient dollars are not available—if 
the country where you build the plant cannot earn dollars—then the 
investor certainly cannot obtain a dollar return on that investment. 

Mr. Sapiax. What I think they are going over to these other coun- 
tries for is to make use of the cheaper labor. 

Mr. Swensrup. Or because that country has high tariff rates or a 
dollar problem that makes it difficult for us to export our products 
to that country. There are many factors that enter into a decision 
on where to locate a plant. Labor is one factor, but, as I noted in my 
statement, our demonstrated ability to compete in third markets testi- 
fies to the competitive productivity of our labor. Perhaps if there 
were no tariff rates against us over there, we might find that American 
products would tend to move directly into that market, rather than 
for the American company to go and build a plant there. 

The fact remains, however, that, by virtue of that plant being put 
there, and thereby saving it some dollar exchange that country has 
more dollars available to spend for other United States items, and 
we may be sure it will spend them in the United States. There is no 
reason in the world to believe anything to the contrary, because all 
the facts indicate that as fast as other countries can earn American 
dollars, they will spend them back here for our goods and services, 
and if they can save some dollars by not having to buy some particular 
thing now being produced in their own countries, they will spend them 
on something else. 

Mr. Sapitak. But Mr. Swensrud, at the same time, it might be that 
the reason they are going over to those countries and setting up their 
plants is because they have such large tariffs in those countries at. the 
present time. 

Mr. Swensrvp. It is unlikely that an American company will base 
its decision on that factor alone. But to the extent that it is a consid- 
eration, we have a great interest, sir, in having some trading ability 
so that we can talk other countries into reducing their tariff rates 
against us. But I would like to know how, if the setting of tariff rates 
were to be put back in Congress, our Congress could negotiate with 
other countries about getting those other countries to reduce their 
tariff rates against us. This is a good Yankee trading operation, 
and I do not believe it would be very sensible to give this job to Con- 
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gress rather than, as now, delegating it to the executive, any more 
than it would be sensible for the board of directors of a large com- 
pany to say, “Every deal you make, we want to close it up personall 

right here. We don’t want to delegate any of this to anybody else.” 

Mr. Sapa. I think, Mr. Swensrud, there is no intention to do that. 

Mr. Swensrvup. There is a proposal to do that. We have heard the 
opposition suggesting it. 

Mr. Saptax. But the Congress is greatly interested in having more 
control over it than they have at the present time. I think there is 
where, in this particular bill, it has certain safeguarding features, and 
I think that will be the crux of the debate. 

Mr. Swensrup. Congress of course in delegating its authority will 
prescribe the terms of its delegation. In doing so, it will do well to 
look at both sides of the equation, sir. You cannot just make the 
flat. statemene that people will be put out of work in a factory that 
is suffering from imports without asking yourself, if you cut off im- 
ports, how much of exports will be cut off. That is the point I am 
trying to make, and I think that it has to be faced by this country. 
We have lived too long in this atmosphere where the export job is 
the forgotten one. 

Mr. SapuaK. I would only say, Mr. Swensrud, that I am tremen- 
dously interested in keeping up our military strength, but simul- 
taneously thinking in terms of maintaining that economic strength 
which we need in order to keep everything functioning properly. 

Mr. Swensrup. Economic strength—and that includes sound eco- 
nomic growth—cannot be developed by a restriction of trade. I have 
just been handed a note here, Mr. Sadlak, which says that the $414 
million figure on employment is a United States Department of Labor 
figure, and that it includes only that proportion of employment used 
in production for export and in the handling of exports, and imports. 

Mr. Saptak. Mr. Sweriarud, I would reply to that that I will pursue 
that further when Mr. Weeks returns. 

Mr. Swensrvup. Yes, but I just want to make clear that we have not 
tried to delude this committee with regard to the amount of employ- 
ment involved in our foreign trade. We believe that the 414 million 
figure is a sound and reasonable one. It makes sense to me in relation 
to our total employment in this country and the proportion of our total 
production which goes into foreign trade. 

The Crarrman. Mr. Curtis will inquire, Mr. Swensrud. 

Mr. Curtis. There has been a decline, has there not, in our exports 
in the past year? 

Mr. Swensrup. Our exports last year were greater than ever before 
in history, I believe. 

Mr. Curtis. Then, I should refer to the last quarter. 

Mr. Swensrvup. Yes, I think that is probably true. 

Mr. Curtis. I think there has been a disturbance in the whole eco- 
nomic picture which has brought this about. Do you know whether 
that was a part of a world decline in trade ? 

_ Mr. Swensrup. We cannot have a recession in this country without 
its affecting other countries. 

_Mr. Curtis. Yes, but let us put it the other way. Possibly reces- 
sions in other countries might be the cause of what is happening here. 
T am not saying it is, but the way your paper discusses it, it is on the 
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assumption, that our recession would affect other countries. I was 
trying to turn it around and see whether or not this present decline 
we are experiencing is the result of something internal in the United 
States or whether it is a situation having to do with the condition of 
economics abroad. Do you have an opinion on that? 

Mr. Swensrup. Yes. I would say it can be started in either place, 
at different times. 

Mr. Curtis. No, on this porticules: one, I mean. I was wondering 
if you had an opinion on this particular one, the decline that we are 
experiencing in exports, whether that is coming about from a reces- 
sionary condition in some of these countries abroad with whom we 
trade. 

Mr. Swensrup. I would not try to say which came first, the hen or 
theegg. Itseems to me that the economies of the world are sufficiently . 
interrelated now that we cannot have a recession here that does not 
affect other countries, or vice versa. Whether it started here or started 
there, I do not think can be pinpointed. 

Mr. Curtis. I agree with you that it is very difficult, but I think it 
is very important to try to evaluate that, particularly on page 8 of your 
statement, where you refer to the depression of 1932 and the decline 
of foreign trade then. I think the economists now evaluate that as 
having been caused by a world situation. 

Mr. Swensrvp. That is right. 

Mr. Curtis. And maybe our trade barriers at that time did not help 
it any, that is a question, but certainly that was not the cause of the 
situation. 

Even after the Reciprocal Trade Act went in in the early thirties, 
we continued to have a situation of—not real recovery; we actually 
had a decline again in 1937. 

But essentially what I was trying to direct attention to was this. 
World trade is based more upon the individual economies of the various 
countries in the world, would you say, than it is upon the methods of 
trading between the countries ? 

Mr, Swensrvup. I think you could make that point and still recog- 
nize that tariffs and other trade restrictions are of considerable sig- 
nificance. I do not want to belabor this point of who started the 
raising of the trade barriers. But let us assume that the other country 
started it, then we retaliated, and then they retaliated. The point I am 
trying to make is simply that the United States—because of its being 
the largest importing nation, the largest exporting nation in. the 
world, the largest creditor nation, and certainly the leader of the free 
world—has to take a position of leadership in this matter. If we raise 
our trade barriers, we must naturally expect that other countries are 
going to raise theirs against us. 

Who started it is doubtless important, but it seems to me less impor- 
tant than that we, the great leader of the free world, must give a clear 
indication that we do not propose to start and carry on such an 
operation. 

Mr. Curtts. What TI am trying to direct attention to is, what is the 
rela basis of foreign trade is not so much the method of how we trade , 
with each other as it is the strength of the individual economies of 
the countries with whom we trade. 

Mr. Swensrvup. Certainly they cannot buy our things unless they 
have the dollars with which to do it. 
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Mr. Curtis. Exactly. And although methods of trade become im- 
portant, essentially the basis of trade is the strength of the economies. 

I just wanted to try to get that a little bit in perspective, because 
so often those who argue either for or against protection or free trade 
tend to look upon the methods used in trading as being the all-impor- 
tantthing. Actually, I think they are significant but they are relatively 
minor to all these other considerations. 

That is all. 

The Cuarman. Thank you, sir, for coming to the committee and 
giving us the benefit of the views of the organization you represent. 

Our next witness is Mr. Andrew J. Biemiller, accompanied by Mr. 
Stanley Ruttenberg. 

Mr. Biemiller, although we quite well recall you as a former colleage 
in the House, for the purposes of this record will you identify yourself 
by giving us your name, address, and the capacity in which you appear. 

Also Mr. Ruttenberg, will you do the same, please. 


STATEMENTS ON BEHALF OF AMERICAN FEDERATION OF LABOR 
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, WASHING- 
TON, D. C., BY ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT 
OF LEGISLATION; AND STANLEY RUTTENBERG, DIRECTOR, 
RESEARCH DEPARTMENT 


Mr. Bremitter. Mr. Chairman, for the record, my name is Andrew 
J. Biemiller. I am director of the legislative department of the Ameri- 
can Federation of Labor and Congress of Industrial Organizations. 

The Cuarrman. And you have with you Mr. Stanley Ruttenberg, 
who is the director of the research department. 

Mr. Bremiuier. That is right. 

The CHarrman. Will you be the one who will utilize the 30 minutes, 
Mr. Biemiller ? 

Mr. Bremitier. We are both going to speak during the 30-minute 

eriod. 
; We have. as you have in front of you, Mr. Chairman, a statement for 
the record which we intend to summarize during the 30-minute period. 

The Cuatrman. Without objection, the entire statement and ap- 
pendixes will be included in the record, Mr. Biemiller. 

(The statement and appendixes are as follows :) 


STATEMENT BY ANDREW J. BIEMILLER, DIRECTOR OF THE LEGISLATIVE DEPARTMENT 
AND STANLEY H. RUTTENBERG, DIRECTOR OF RESEARCH DEPARTMENT, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


We appreciate the opportunity to appear before your committee today to 
express the views of the American Federation of Labor and Congress of Indus- 
trial Organizations regarding extension of the Reciprocal Trade Agreements Act. 

The American labor movement has vigorously supported the reciprocal trade 
agreements program from its very inception more than 2 decades ago. This 
traditional support was reemphasized in the resolution unanimously adopted 
at the recent convention of the AFL-CIO. The resolution urged extension of 
the Reciprocal Trade Agreements Act for a period of at least 5 years with 
reenforcement of “the basic goal of the reciprocal trade program, the gradual 
reduction of barriers to. trade without undue hardship to American industries 
or American workers. The achievement of this goal must be sought, however, 
in the light of present-day conditions in our own Nation and in the nations allied 
with us in the common struggle for the preservation of freedom and democracy.” 
The full text of the convention resolution is attached to this statement. 
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Let me assure the members of this committee that in restating our support 
for the reciprocal trade program, we of organized labor are viewing this problem 
without illusions and with our eyes wide open. This is no sentimental gesture 
on our part. We are aware of the hard realities of the present situation. 

We are fully mindful that the need for an effective program for reducing the 
barriers to trade is undoubtedly greater today than ever before. But we also 
know that this program is in real trouble. Indeed, we are convinced that its 
extension will be in serious jeopardy unless it is in a form that will provide 
necessary safeguards to the business opportunities of American companies and 
communities as well as the employment opportunities and hard-won labor 
standards of American workers. It will take much more than lofty humani- 
tarian sentiments or intellectual theorizing, however, valid, on long-term eco- 
nomic developments to assure a meaningful extension of the reciprocal trade 
program this year. To put the matter in a nutshell, the American people will 
have to be convinced that reciprocal trade helps more than it hurts. This will 
not be easy. It will require a serious evaluation on the part of the Congress of 
what it is willing to do to promote and extend reciprocal trade. Further exten- 
sion can no longer be based on theory alone. Some practical, hardheaded aids 
must become part of a renewed program. 


Critical need for reciprocal trade extension 


There are new factors in the world situation which make the reciprocal trade 
program more necessary than ever before. Failure of the Congress to assure 
continued United States leadership in multilateral efforts to reduce tariffs would 
be a signal to our free world allies that we were returning to economic isolation 
and that we were callous to the economic requirements of other free nations. 

Because foreign trade, although by no means insignificant, plays a relatively 
small role in our economy, it is often difficult for us to realize how essential it 
is for many other countries to maintain and expand their markets abroad. 
Indeed, imports and exports are the very lifeblood of the economies of many 
nations. It would be to our own detriment and the detriment of the entire free 
world if the United States should choose the course of economic isolation. 
These other nations simply cannot even contemplate economic isolation as a 
feasible alternative. In a very real sense, they are threatened with economic 
extinction unless the channels of world trade remain open to them. 

Menace of Soviet trade drive.—The other countries of the free world particu- 
larly need to maintain effective trading relations with the United States. Their 
economies are dependent on many of the products we can ship to them. How- 
ever, to buy these items from the United States, they must be able to sell their 
products in the United States. Confronted with contraction or closing of mar- 
kets for their products in the United States, many of our free world allies might 
in desperation seek new opportunities for trade with the Soviet Union, Red 
China, and their satellites. 

As we know full well, the Soviet Union and its satellites behind the Iron 
Curtain are ready and eager to take advantage of any such opportunities that 
may be offered. For them, trade is a weapon in the cold war. If they can 
make the free world countries dependent on them for markets, they will exploit 
such economic ties for their nefarious political goal of world domination. 

Indeed, the Soviet rulers are so bold in this drive for trade with the free 
world that they do not even conceal their objective. Nikita Khrushchev said 
only recently: “We declare war on you—excuse me for using such an expres- 
sion—in the peaceful field of trade. We declare war. We will win over the 
United States.” 

Already the Soviet Union has offered trading arrangements to a considerable 
number of non-Soviet countries. Its efforts have been directed not only to 
Europe and Asia but even to countries in the Western Hemisphere as is evi- 
denced by its determined attempt to expand its trade to Argentina. It would 
be the height of folly for the United States to strengthen our military posture 
against the Soviet Union while permitting them to enhance their economic and 
political position by opening up new avenues of trade with free world countries. 

European common market.—As the members of this committee are no doubt 
aware, the organization of the common market of 6 European nations—France, 
Germany, Italy, and the 3 Benelux countries, Belgium, The Netherlands, and 
Luxembourg, and the impending organization of the broader free trade area 
embracing an even larger group of nations, including Great Britain, raises some 
serious problems for the United States. Let me hasten to assure the members 
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of this committee that organized labor welcomes the establishment of the Buro- 
pean common market as an effective step toward economic integration of 
BRurope. The United States should do everything possible to assist and 
strengthen this movement. The European common market should be welcomed 
because it will improve the welfare and living standards of the people of Europe. 
We should also welcome European economic integration because the interests 
of the free world, both economic and political, will be enhanced by the develop- 
ment of more prosperous and stronger nations in Western Europe. 

Nevertheless, we must recognize that unless we are prepared to negotiate 
realistically and flexibly, our markets in Western Europe will be seriously 
affected by the gradual elimination of tariffs among the member nations of the 
European common market with gradual equalization of tariffs among the 
members of the European common market. Thus, United States exporting 
industries will be faced with the problem of having to clear tariff barriers 
while their European competitors can export to other European countries in 
the common market without any tariff duties being imposed against them. 
Clearly, the United States exporters will be operating under a severe competitive 
disadvantage. 

This is a matter of no small consequence to American labor and industry. In 
1955-56 more than 16 percent of United States exports were to the 6 Buropean 
common market countries and more than 29 percent to the countries of the 
potential free trade area. The jobs of about 500,000 workers depended on ex- 
ports to the European common market and a total of 900,000 to the entire free 
trade area." 

It is obviously essential that we do everything possible to preserve our export 
markets in the European free trade area. This means that there must be 
authority for negotiation of tariffs with the common market so as to obtain 
reductions in their external tariffs while they are gradually eliminating their 
internal tariffs. The alternative may well be a tremendous shift among the 
members of the common market away from the products of American industry 
toward the products of the member countries of the common market. 

On the other hand, if the reciprocal trade agreements program is extended 
on a meaningful basis, it will give the United States an opportunity to provide 
the machinery, equipment, and other items required by the expanding economies 
of the member nations of the common market. Whether or not we will be able 
to contribute toward, and in a sense profit from, the growth of the economy of 
Western Europe will depend in large measure upon the action Congress takes on 
extension of the Reciprocal Trade Agreements Act. 

Trade important factor in domestic economy.—Even if there were no Soviet 
threat and the European Common Market had not been organized, extension of 
the reciprocal trade agreements program would nevertheless greatly contribute 
to the welfare and prosperity of the Nation. We usually think of trade as being 
a relatively small part of our total economy and, as compared with some other 
countries, it is. But we tend to forget that foreign trade bulks larger in our 
economy than some of our most important industries. According to the Com- 
merce Department, 54% percent of the Nation’s output in 1956 took the form of 
exports of goods and services. The value of goods exported was greater than 
the value of all nonfarm homebuilding or consumer purchases of automobiles or 
of farmers’ gross receipts from crops and livestock. It was not much below the 
retail value of all clothing and shoes purchased by American consumers.* 

Trade is also an important source of employment. It is estimated that at least 
4% million workers, or about 7 percent of our labor force, depend on foreign 
trade for their employment either directly or indirectly.* 

Thus, while trade may not play as decisive a role in our economy as in the 
economies of some other countries, it does contribute significantly to our overall 
economic.strength and prosperity. There can be no doubt that our economy 
would be weakened if the volume of our foreign trade were to decline. Likewise, 
the strength of our economy will be enhanced by expansion of foreign trade. 


1 Based on ‘estimates of total number of workers dependent on exports given in staff 
papers presented to the Commission on Foreign Economic Policy, February 1954, p. 378. 
_2U. S. Department of Commerce, The Role of Foreign Trade in the United States 
Economy. Compendium of papers on United States foreign trade policy collected by the 
Staff for the Subcommittee on Foreign. Trade Policy of the House Ways and Means 
“Sua 7 pp. 15-16. 

+» p. 15. 
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Reciprocal trade in serious jeopardy 


All of these considerations lead but to a single conclusion. Extension of the 
reciprocal trade agreements program on an effective basis is essential for the 
political strength and economic prosperity of the United States and its free-world 
allies. How is it, then, that continued existence of this program is in greater 
danger today than ever before? 

The basic reason is that while there can be no doubt of the long-run advan- 
tages of foreign trade to the United States, a growing number of American in- 
dustries are being affected to a greater or lesser degree by import competition. 
Two reasons may be cited for this development and, perhaps, there are others. 

One factor has been the remarkable economic recovery of Western Europe and 
Japan after the near destruction of their economies during World War II. 
Their postwar economic growth has made it possible for them to increase their 
exports to the United States and, in return, to purchase the output of our indus- 
tries in increasing amounts. To a considerably lesser extent, the same type of 
development has taken place in our economic relationships with the underdevel- 
oped countries although actually few of the products of their much less indus- 
trialized economies compete with American industries. In all of this develop- 
ment, attention has been focused primarily on the growing volume of imports 
because their impact has been felt most keenly in a narrow, although expanding, 
sector of American industry. 

A second factor is inherent in the reciprocal trade agreements program itself. 
There are still, undoubtedly, ample opportunities for further reduction in tariff 
duties without serious impact on American industry and labor. Nevertheless, 
we must recognize that the very fact that the reciprocal trade program has been 
in operation nearly 25 years means that opportunities for completely noninjurious 
tariff reductions are becoming decidedly more limited. This is particularly true 
for many of the items on which our trading partners particularly desire tariff 
reductions. It is, of course, true that multilateral trade negotiations have con- 
tributed to our economic expansion and in the long run have increased employ- 
ment opportunities, but we must recognize that long-run expansion offers no 
solace to those who are most seriously affected in the short run. We can only 
ignore the particular needs of those who feel the impact of imports most directly 
at the peril of the entire reciprocal trade agreements program. 

We are raising these issues because it is imperative that we lay all the facts 
on the table. There is no question that some industries have been affected by 
the increasing impact of import competition. Other industries, rightly or 
wrongly, feel that they may suffer in the future from growing import competi- 
tion if the reciprocal trade agreements program is extended. 

Let me hasten to assure the members of this committee that these considera- 
tions do not lead us to argue for a reversal of the present policy of gradual 
trade liberalization. Quite the contrary, we are virtually convinced that con- 
tinued gradual reduction of tariff barriers is both desirable and necessary. But 
it will not be possible unless effective action is taken by the Congress to facilitate 
the adjustment of those affected by import competition. If trade liberalization 
is necessary and desirable, and we believe it is, the burden of whatever costs 
and hardships result from it must not fall entirely on those directly affected. To 
the utmost extent feasible, they must be borne by all. 


Trade adjustment program 


Experience has demonstrated that the economy as a whole has not suffered 
from the gradual lowering of tariff barriers during the past quarter of a century. 
However, some few industries have been hit hard by the impact of increased 
imports resulting from tariff reductions. If increased trade and a continued 
gradual reduction of tariff barriers are in the national interest, then it must 
also be in the national interest to help the firms, communities and workers 
adversely affected by such increased imports. 

That is the basic purpose of the trade adjustment program. Authorization 
for this program is contained in H. R. 9505, introduced by Congressman Eber- 
harter, a member of this committee, and a similar bill, H. R. 1105, introduced by 
Congressman Donohue. The trade adjustment program is proposed as an 
alternative to tariff increases or quotas under the escape-clause procedure. 
It represents an effort to meet the problems resulting from import competition 
without resorting to measures which restrict rather than liberalize international 
trade. 
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The need for an adjustment program rests on two fundamental principles: 
(1) Tariff policy should not be so restrictive that tariffs must be maintained at 
or raised to unduly high levels in every situation where the domestic industry 
cannot maintain levels of activity without such a high tariff, and (2) the entire 
burden of the impact of increased imports must not be placed on the firms and 
workers adversely affected by tariff reductions. If tariff reduction is part of 
a national policy required in the best interests of the Nation as a whole, then 
no one group should be expected to pay the price of that policy. It is a cost 
which should be borne, insofar as possible, by the Nation as a whole. 

The objective of this proposal is not to subsidize the affected groups or to 
eompensate them for injury. Instead, the aim is to help them adjust to in- 
creased imports either by assisting them to make more effective and efficient 
use of their present facilities or by development of new lines of production 
which would offer business opportunities to firms and communities and employ- 
ment opportunities to workers. 

The theory behind the proposal is that if, by Government decision, tariffs are 
reduced and the reduction causes or threatens to cause serious injury, then it 
should be by Government decision and action that some aid, assistance, and 
adjustments are offered. 

How the trade adjustment program would work—If the trade adjustment 
program were enacted, the United States Tariff Commission would be required 
to continue to make its findings under the terms of the escape clause. Upon 
application by industry, the Tariff Commission proceeds to hold hearings to 
determine the extent of injury before invoking the escape clause. Once the 
Commission finds injury or the threat of injury, it recommends to the President 
that the tariff be increased. 

Under the present law, the President can decide either to accept the Tariff 
Commission’s findings of injury and thereby impose the recommendation, which 
would be an increase in duty, or to reject the findings completely. 

Under the trade-adjustment program, the President would be given one addi- 
tional route to follow: He could accept the Tariff Commission’s findings of injury, 
but instead of imposing an increase in duty, he could recommend that the facilities 
of the trade-adjustment program be invoked. 

Thereupon, certain types of assistance would be available for workers, indus- 
trial enterprises, and communities. 

For workers: 

1. Supplementary unemployment compensation benefits up to two-thirds of 
weekly earnings for 52 weeks. 

2. Earlier (aged 60) retired for recipients of old-age pensions under our social- 
security law. 

8. Retraining for new job opportunities. 

4. If necessary, transportation for entire families to new areas of employment. 

For industrial enterprises: 

1. Loans through the Small Business Administration for the adjustment of such 
business enterprises and communities to economic conditions resulting from the 
trade policies of the United States. 

2. Appropriate departments and agencies of Government will supply technical 
information, market research, or any other form of information and advice which 
might be of assistance in the development of more efficient methods of production 
and the development of new lines of production. 

8. Accelerated amortization would be permitted business, industrial enterprises 
necessary for the * * * “development of new or different lines of production by 
an eligible business enterprise or a more balanced economy in an eligible 
community.” 

For communities or industrial development corporations within the com- 
munities: 

1, Loans are available to communities and industrial development corporations 
on the same basis as their availability to business enterprises. 

2. Technical information, market research, and any other form of information 
and advice are available to the community on the same basis as to industrial 
enterprises, as long as such information is designed to develop a more balanced 
and diversified economy in the community. 

In order for any workers, industrial enterprises or communities to avail them- 
selves of these aids, they must receive a certificate of eligibility from the Trade 
Adjustment Board. The Board is to be appointed by the President and composed 
of five members from among the officers and employees of the executive branch of 
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the Government. The Board determines eligibility, and issues certificates on the 
basis of the United States Tariff Commission’s report to the President. 

The Board is authorized to hold whatever hearings are necessary to make such 
determinations. 

Arguments against trade-adjustment program.—Opponents of the trade-adjust- 
ment program fall into two categories: In the first group are the archprotec- 
tionists ; committed as they are to more and more restrictions on trade, they recog- 
nize that they would lose a powerful argument if the trade-adjustment program 
were adopted. Since the trade-adjustment program would largely mitigate the 
injury of domestic industry adversely affected by import competition, the advo- 
cates of trade restriction would have to admit that they were unwilling to make 
any adjustment whasoever to the changes resulting from expanding trade even 
though such changes are in the national interest and would not result in undue 
hardship to any single group. 

The second group opposing the trade-adjustment program comprise those who 
favor a more liberal trade policy but oppose the trade-adjustment program either 
because they underestimate the strength of the opposition to the reciprocal trade- 
agreements program or because they are too timorous or too doctrinaire to under- 
take the steps necessary to assure a continuing reciprocal-trade program. 

Let me take up, then, the major criticisms that have been raised by those oppos- 
ing the the trade-adjustment program: 

1. It is sometimes argued that the trade-adjustment program would require the 
establishment of a huge new administrative setup. The actual fact is that the 
proposed trade-adjustment program simply involves adding one new facet to the 
existing escape-clause procedure. The program could be established without the 
creation of any new administrative agencies. 

The program is envisaged as simply an additional route which the President 
might take in eseape-clause procedures. With the trade adjustment program in 
effect, the President would have discretion, after a Tariff Commission tiinding of 
injury or threat of injury resulting from increased imports, to invoke the provi- 
sions of the Trade Adjustment Act instead of raising tariff duties. Decision 
as to whether particular firms, workers, or communities were eligible to receive 
assistance under the program would be determined by a Trade Adjustment Board 
composed of officials of the executive branch of the Government. The actual 
assistance offered would be administered by existing Federal and State agencies, 
including the Small Business Administration, the Commerce, Labor, and Health, 
Education, and Welfare Departments, and State unemployment insurance agen- 
cies. Thus, no new administrative setup would be required for the program. 

2. There are some who believe that the trade adjustment program would 
involve a tremendous expenditure on the part of the Federal Government. Actu- 
ally, the cost of the program to the Federal Government would be quite limited. 
Since the actual impact of imports is confined to only a very small sector of the 
economy, the number of workers, firms, and communities receiving assistance 
under the program would be quite small. 

It has been estimated that even if all tariffs were to be temporarily suspended 
only 200,000 to 400,000 workers might be affected, of whom only about one-third 
are in nonfarm employment. However, since no such drastic step is anticipated, 
the actual scope of the program would be very much smaller. According to the 
United States Department of Labor, in 23 industries in which the Tariff Com- 
mission found injury or threat of injury in escape-clause actions from April 
1948 to March 1957, the maximum total displacement was 28,000. This is 
obviously a much more relevant figure for use as to the scope of the trade 
adjustment program than the much larger estimate of the number of workers 
who might be displaced by temporary suspension of all tariffs. 

It is important to realize that most of the types of assistance contemplated 
in the trade adjustment program involve no outright additional cash outlays 
by the Federal Government. Instead, they involve such forms of assistance as 
loans, accelerated amortization, and technical assistance. Only the supple- 
mental unemployment compeusation and the very limited stipends for transpor- 
tation of workers and their families to new areas of employment involve actual 
outlay of Federal funds. 

It is, of course, impossible to estimate accurately in advance the precise 
amount of appropriations that would be required. During the past 9 years, the 
average annual displacement in industries involved in escape-clause procedures 
has been about 3,100. Moreover, many workers would not receive benefits for 
the full 52 weeks permitted by the bill. Thus, it is much more likely that the 
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annual cost of the supplemental unemployment compensation would be some- 
what less than $2 million. To this might be added a maximum of perhaps 
$150,000 a year for transportation stipends for workers moving to other commu- 
nities. Thus, the total cost of the program would be a maximum of $2 million 
a year and probably less than this amount. 

3. Some of those who oppose the trade adjustment program contend that some 
types of assistance are already available to those adversely affected by imports. 
Of course, this is true. For example, some types of technical information are 
available from the Commerce Department for any business or community, in- 
cluding those affected by imports. The Small Business Administration makes 
certain types of financial assistance available to small firms generally. The 
Labor Department as well as the Department of Health, Education, and Welfare 
sponsor certain training programs without regard to whether the workers utiliz- 
ing such services have been displaced from their jobs by imports. 

Thus, there are already some programs which can be invoked to help those 
adversely affected by import competition. These programs, however, are no 
adequate substitute for a comprehensive trade adjustment program. 

In the first place, they are not specifically tied to trade. With enactment of 


_ the trade adjustment program, companies, workers, and communities affected 


by imports would have the assurance that they would have available to them 
certain services, facilities, and types of assistance specifically geared to their 
needs. The facilities would be tailored to meet the particular needs of those 
faced with the special problem of adjustment to import competition. 

Secondly, how would such existing uncoordinated programs concentrate on a 
specific problem created by import competition? With the trade adjustment pro- 
gram, the President could immediately, upon a finding of injury by the Tariff 
Commission, start in motion the machinery to aid and assist in the adjustment 
procedure. Without the Trade Adjustment Act, the President must either accept 
or reject the Tariff Commission’s findings. 

Thirdly, existing programs are inadequate because they do not include a 
number of essential types of assistance which the trade adjustment program 
would make available, including supplementary unemployment compensation, 
earlier retirement under social security, transportation to new areas of em- 
ployment, accelerated amortization and loans to communities and industrial 
development corporations. All of these are necessary if the necessary tools are 
to be made available for facilitating adjustment to the impact of import competi- 
tion. 

Fourth, it is argued that there is no more reason to provide special assistance 
to those adversely affected by tariff reductions than for others who are suffering 
economic adversity for other reasons. For example, in rejecting the trade adjust- 
ment program, the Randall Commission said : 

“In a free economy, some displacement of workers and some injury to institu- 
tions is unavoidable. It may come about through technological change, altera- 
tions in consumer preferences, exhaustion of a mineral resource, now inventions, 
new taxes, or many other causes. Since it has never been seriously proposed 
that the burden of all such injury arising in a free economy should be assumed 
by the Government, the Commission felt that it was not appropriate to propose 
such a plan in the tariff area only.” 

The answer to this argument is that those affected by import competition 
resulting from reduced tariffs are victims of a Government decision. If the 
Government decision is right, then it is the responsibility of the Government to 
assist those who must make adjustments because of the consequence of the 
Government decision. 

Even if this point is accepted, it is then argued by some that tariff reductions 
are not the only decisions that may be made by the Government which adversely 
affect particular groups in the economy. For example, the Government may 
decide to cut back civilian production in order to stimulate output for defense 
purposes or at other times to reduce defense output when it is no longer needed. 
Such decisions may also result in displacement of workers or hardship to firms 
or even communities. 

There is an important difference, however, between the effects of Government 
decisions on defense production and on tariff levels. Where a producer because 
of a Government decision converts from defense to civilian production, or vice 
versa, this involves an adjustment into a market that is readymade for him and 
expanding. In a war situation, the Government needs and will buy the defense 
items he will produce. At the end of the war when he converts to civilian 
production, the public needs and will buy the peacetime preducts which have 
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been unavailable during the war. In either case, the producer and his employees 
can confidently expect to benefit from an expanding market. 

The situation of those affected by import competition is just the opposite. A 
firm in this plight is faced with the problem of having lost part of its market to 
the foreign producer. It must either become more efficient in order to win back 
the portion of the market it has lost or it must be helped into some other type 
of production in an expanding field where, just because it is an expanding indus- 
try, the new producer wili not be depriving those already in that industry of the 
market which they have developed. 

It is clear that for the firm confronted with import competition no automatic 
adjustment is possible. It will not only be of help to those directly affected 
but also in the best interest of the Nation for the Government to make available 
to him, his employees, and his community, the assistance they need to make an 
effective adjustment to import competition. 

Broad support for the trade adjustment program.—Whether intentionally, or 
not, some have misrepresented the trade adjustment program as a “labor pro- 
gram.” Perhaps this impression may have developed in part because this pro- 
gram was recommended in the report of the Randall Commission by President 
David J. McDonald, of the United Steel Workers of America, who was a public 
member of that Commission. As I have already indicated, the program is by 
no means exclusively aimed at assisting workers. On the contrary, that is only 
one limited phase of a program which encompasses a number of other effective 
types of assistance to business firms and communities. 

Moreover, the trade adjustment program is supported by business leaders 
and experts in the trade field who recognize that this type of program is essen- 
tial if we are to have a continuing effective reciprocal trade agreements pro- 
gram. In an appendix, I have quoted from a number of statements endorsing 
the principles of the trade adjustment program. Those who have indicated sup- 
port for this program include: 


John §S. Coleman, chairman of the board and former president, United States 
Chamber of Commerce 

William L. Batt, former president, SKF Industries 

George L. Bell, president, Committee for a National Trade Policy 

Fred H. Klopstock and Paul Meek, Federal Reserve Bank of New York 

Howard S. Piquet, senior specialist international economics, Legislative Reference 
Service of the Library of Congress 

W. S. Woytinsky, outstanding economist and expert on international economics 

Walter S. Salant, Brookings Institution 

Richard N. Gardner, associate professor of law, Columbia University Law School 

Charles P. Kindleberger, professor of economics, Massachusetts Institute of 
Technology 

N. Arnold Tolles, professor of economics, New York State School of Industrial 
and Labor Relations, Cornell University 

Jacob Viner, professor of economics, Princeton University 


The trade adjustment program is a broad program with support from a 
broad cross section of the community. Its enactment would provide essential 
justice to those affected by imports and would contribute to the broad national 
interest in reducing the barriers to trade. We ask that the trade adjustment 
program be incorporated as an essential part of the overall reciprocal trade 
agreements program. 


Fair labor standards and international trade 


The labor movement has long advocated the principles that fair competi- 
tion in international trade requires fair labor standards in exporting indus- 
tries. This principle has been given at least some official recognition in recent 
years. 

In its January 1954 report, the President’s Commission on Foreign Beonomic 
Policy (Randall Commission) stated : 

“The clearest case of unfair competition is one in which the workers on a 
particular commodity are paid wages well below accepted standards in the 
exporting country. In such cases, owr negotiators should simply make clear 
that no tariff concessions will be granted on products made by workers re- 
ceiving wages which are substandard in the exporting country.” [Commission’s 
emphasis. } 

During the tariff negotiations between the United States and Japan in 19565, 
explicit recognition was given for the first time in the framework of a tariff 
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conference to the importance of fair labor standards as an objective in tariff 
negotiations. At the conclusion of that conference, the head of the Japanese 
delegation formally stated to the chairman of the United States delegation: 

“In connection with the recently concluded tariff negotiations sponsored by 
the contracting parties involving Japan, it is the foremost concern of the Japa- 
nese Government that wage standards and practices be maintained at fair levels 
in industries, including export industries, of Japan.” 

We are, of course, aware that this issue has been raised by opponents of a 
liberalized trade policy as justification for restricting trade. That is not our 
purpose in asking that attention be focused on the problem of fair labor stand- 
ards in international trade. Instead, our aim is to secure an improvement of 
the labor standards in exporting countries as a means of equalizing competition 
in international trade. We are convinced that the best interests of our own 
country and countries seeking to export to us will be served if our efforts will 
be directed toward the twofold objective of expanding trade and raising labor 
standards in exporting countries. 

If this is the objective we are seeking, then our course should be to make 
tariff concessions in accordance with a liberal trade policy, but for those items 
made in industries where there are unfair labor standards in the exporting 
countries, our concessions should be for a limited period and their continuing 
effect should be conditional upon sincere efforts in the exporting country to 
eliminate unfair labor standards. Such efforts will be enhanced by the economic 
opportunities afforded by the expanded market opened to the exporting countries 
which would provide them earnings necessary to increase productivity and there- 
by improve labor standards. At the end of the stated time period, if such efforts 
have been made—efforts which in the context of the economic framework of the 
competing firms in the two countries would tend to narrow unwarranted dif- 
ferentials and labor costs—the concessions would continue in force. Failure 
of the exporting country to take steps to eliminate unfair labor standards 
would be grounds for withdrawal of the concession. However, it would clearly 
be in the interest of the exporting country, even if no other internal political 
or humanitarian consideration were involved, to raise its labor standards and 
thereby maintain its export market. 

We urge that specific recognition be given to the principle of fair labor 
standards in international trade in the legislation extending the reciprocal 
trade*agreements program. We ask the Congress to direct the President to 
make the promotion of fair labor standards in international trade a major 
objective of our international trade policy. 


Other issues 


Let me briefly comment on two other issues involved in the extension of 
the reciprocal trade agreements program. The first is the provision in section 
8 of H. R. 10368 which authorizes the President in escape clause proceedings to 
raise tariffs by 50 percent of the 1934 levels. In effect, this would give the 
President the authority to raise tariffs on items involved in escape clause 
procedures to an average of 75 percent of the value of imported goods in- 
stead of the present average of approximately 20 percent. This would obviously 
seriously weaken the reciprocal trade agreements program. 

It has also been suggested in escape clause procedures that the Tariff Com- 
mission be given final authority and that the power of the President to pass 
on the Tariff Commission’s recommendation be removed. We are strongly op- 
posed to such a change. The Tariff Commission must necessarily adopt a very 
limited approach because it can consider only the question of whether or not an 
existing tariff has caused imports of a particular commodity in such increased 
quantities, either actual or relative, as to cause or threaten serious injury to 
the domestic industry producing like or directly competitive products. We muct 
face the fact, however, that there are often considerations of national policy 
which go beyond the narrow question the Tariff Commission is permitted to 
consider. Therefore, it is essential that the President’s authority to over- 
rule the Tariff Commission’s recommendations be continued. 

The raising of duties 50 percent above the 1934 levels as well as the pro- 
posal to make Tariff Commission findings in escape clause actions compulsory 
upon the President are negative approaches to the problems created by im- 
port competition. Adoption of either of these proposals can only have the 
effect of restricting international trade and seriously crippling the entire 
reciprocal trade agreements program. 
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We ask again that the committee recommend instead an effective workable 
relatively inexpensive alternative to these highly restrictionist measures ; name- 
ly, the trade adjustment program as incorporated in H. R. 9505 and H. R. 1105. 
An effective trade adjustment program would make such restrictionist de- 
vices unnecessary. It would facilitate adjustment to instead of resistance 
against the changes resulting from expanding trade. 


Conclusion 

In conelusion, I wish to reemphasize the conviction of the AFL-CIO that re- 
duction in barriers to trade and expansion of international trade are in the 
best interest of the United States and the entire free world. However, mere 
recognition of the desirability of a liberal trade policy is not sufficient. We 
must face up realistically to the serious problems which a liberal trade policy 
raises. 

In particular, we ask that the Congress establish a program of adjustment 
to mitigate the impact of import competition and promote as an essential part 
of the reciprocal trade program international acceptance of the principle 
and practice of fair labor standards in international trade. Both programs 
would significantly contribute to a more effective trade policy which would ad- 
vance the welfare and strengthen the security of the United States and the 
entire free world. 





AFL-CIO 1957 CONVENTION RESOLUTION ON INTERNATIONAL TRADE 


Unanimously adopted by the Second Constitutional Convention of American 
Federation of Labor and Congress of Industrial Organizations, December 12, 
1957 


From its very inception nearly 25 years ago, organized labor has been among 
the stanchest supporters of the reciprocal-trade program. The trade-union 
movement has recognized that the fundamental principles of this program— 
expansion of international trade and gradual removal of restrictions upon the 
exchange of goods among nations—are fully consistent with and promote the 
national interest of the United States and the economic and political strength 
of the entire free world. - 

Our international trade policy must be considered as an integral part of 
our overall foreign policy. Our economy, as well as our national defense, depend 
in part on a considerable number of materials and products which we must 
import from abroad. Likewise, many of our industries export a sizable pro; 
portion of their output to other countries. Therefore, expansion of foreign 
trade is essential for our national welfare. 

Even more important, we must recognize that many nations of the free world 
depend for their very existence upon foreign trade. Our markets must remain 
open to them if they are not.to turn in desperation to trade with the Soviet 
bloc. Thus continuance of the reciprocal-trade program and gradual reduction 
of tariff barriers are essential to the economic strength and welfare of the entire 
free world. 

International trade is, to a considerable extent, dependent upon the level 
of economic activity in the various countries. A decline in full employment 
and general business activity in the United States certainly will affect the 
overall level of international trade. Conversely, prosperity in America will 
increase trade opportunities. 

The reciprocal-trade program, now scheduled to expire in mid-1958, should 
be extended for a period long enough to assure a reasonable measure of sta- 
bility in international trade. In extending the program, moreover, the Congress 
should reinforce the basic goal of the reciprocal-trade program, the gradual 
reduction of barriers to trade without undue hardship to American industries 
or American workers. The achievement of this goal must be sought, however, 
in the light of present-day conditions in our own Nation and in the nations 
allied with us in the common struggle for the preservation of freedom and 
democracy. 

In order to facilitate this objective the President of the United States must 
be granted additional negotiating authority. However, such liberalizing steps 
must be accompanied by adequate protection of the interests of United States 
workers and firms that may be adversely affected by import competition. We, 
therefore, favor continuance of the basic principles of the peril-point and 
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escape-clause procedures. The present authority of the President to pass on 
the Tariff Commission’s recommendations in escape-clause proceedings should 
not be altered. 

We urge that positive programs be adopted directed toward the dual objective 
of expanding trade and safeguarding the welfare of American labor and 
industry. 

Establishment of the principle of fair labor standards in international trade 
would afford one significant way of accomplishing this objective. In multilateral 
tariff negotiations, the United States should make every effort to seek effective 
action by exporting countries to establish and maintain fair labor standards in 
their exporting industries consistent with productivity levels in exporting indus- 
tries and the economy at large of the exporting country. We should also seek 
to obtain acceptance of this principle in the ILO and among the contracting 
parties to the General Agreement on Tariffs and Trade (GATT). Our aim in 
these efforts should be not to provide an excuse for restricting trade, but to 
secure improvement of labor standards in exporting countries as a means of 
equalizing competition in international trade. 

In addition, it is essential that an effective adjustment program be established 
to meet the problems resulting from import competition. The President should 
therefore be authorized to provide various measures of assistance to workers, 
industrial enterprises and communities to adjust to the problems created by in- 
creased imports. In certain instances, it may also be desirable to develop specific 
programs aimed at alleviating deteriorating conditions in specific industries. 

The whole program of multilateral trade negotiations will be made more effec- 
tive by establishment of the Organization for Trade Cooperation. This would 
provide a much needed permanent international organization for the adminis- 
tration of the General Agreement on Tariffs and Trade. While it would not 
affect. trade policies or tariff levels, it would provide necessary administrative 
machinery for multilateral trade negotiations as well as a forum for discussion 
of important international trade issues : Therefore be it 

Resolved, That the AFL-CIO reiterates the traditional support of the labor 
movement of the reciprocal-trade program and urge the Congress to extend the 
Reciprocal Trade Act for a period of at least 5 years. 

Consistent with both domestic and international economic requirements and 
within the framework of continued application of the peril-point concept, the 
President should be given additional authority to negotiate changes in existing 
tariffs. 

The escape-clause procedures should also be retained and the President should 
be authorized to provide various types of assistance to workers, firms, and 
communities adversely affected by increased imports. In addition where neces- 
sary, consideration should be given to development of specific programs, tailored 
to the requirements of specific industries, to aid adjustment of affected industries. 

It should be a fundamental part of our national trade policy to foster the 
principle of fair labor standards in international trade through multilateral trade 
negotiations and commercial agreements and in the ILO. In particular, the 
United States should seek to obtain efforts by exporting countries to establish 
and maintain fair labor standards in exporting industries consistent with pro- 
ductivity levels in such industries and the economy at large of the exporting 
country. 

Congress should, at the earliest possible date, authorize United States member- 
ship in the Organization for Trade Cooperation. 


STATEMENTS OF SUPPORT FOR TRADE ADJUSTMENT PROGRAM 


John 8. Coleman, chairman of the board, former president of chamber of com- 
merce 

“I do not want to suggest that while tariffs are being reduced there may not be 
some dislocations in certain limited sectors of industry. And I think that when 
such dislocations come about as a result of an overriding national policy the 
Government should take appropriate steps to cushion the transition. To say that 
such changes may produce dislocations does not mean, however, that the changes 
should never be made.. That would attribute a rigidity to our system which it 
does not have. The point I am making is that while we must not try to prevent 
these changes, we must find some form of governmental action to mitigate their 
effects.” 
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William L,. Batt, former president, 8. K. F. Industries 


“* * * the organization which I represent [Committee for a National Trade 
Policy] is quite prepared to support some phases of the proposals now before 
the Congress for easing the transitional difficulties of the workers and the firms 
which cannot make the shift on their own resources. 

It is one thing, however, to be willing to ease this shift. It is quite another 
to block the shift altogether. As a nation, we can afford the first alternative; 
but we cannot afford the second. We are caught up in a world in which we shall 
grow or die.” 


George L. Bell, president, Committee for a National Trade Policy 


“* * * in some cases American industry and labor might be seriously affected 
by imports of a competing product—not nearly so many as cry their fears— 
but still a few. They should be helped to adapt to such contingencies if success- 
ful adaptation is beyond their own resources to accomplish. The response of a 
dynamic free enterprise system is adaptation, not protection against import 
competition (except in the most exceptional cases, such as those involving 
a clear case of national security implications—a relief, I might add, that should 
not be abused). Legislation—some bills have already been proposed—is needed 
that would make available to industries, labor, and communities seriously affected 
by imports, Government assistance in helping them to convert to new forms of 
production and employment.” 


Fred H. Klopstock and Paul Meek, Federal Reserve Bank of New York 


“The policymaker is inevitably faced with a dilemma. On the one hand, the 
national economy stands to benefit directly by switching its resources to indus- 
tries where it does possess a comparative advantage from those where foreign 
costs and prices are lower than domestic enterprise can match. We gain from 
trade when costs differ and to equalize foreign and domestic costs would rob 
us of the gains in real income which regional specialization makes possible. 
Moreover, to curtail imports is to limit the expansion of markets for our more 
productive export industries. There may be much to be said for some special 
short-term assistance to enable industries, which are exposed to ruinous outside 
competition, to move into new activities where competitive coexistence is possible. 
The shifting of men and machines will be, of course, greatly facilitated by the 
continued expansion of the domestic economy.” 


Dr. Howard 8. Piquet, senior specialist in international economics, Legislatwe 
Reference Service of the Library of Congress 

“In the belief that tariffs should be reduced in order to stimulate imports, it 
has been proposed that a program of adjustment assistance be adopted to facili- 
tate the economic adjustments in the domestic economy that would be necessi- 
tated in cases where tariff reductions might cause some hardship. Such assist- 
ance would be modest in scope and would consist of increased allowances under 
the unemployment insurance law, assistance to distressed communities, assist- 
ance through the Small Business Administration to companies finding it neces- 
sary to adjust to new lines of production, et cetera. Such a program would not 
be very costly since the displacement effects of tariff reduction are not very 
great. 

“The adoption of such a proposal would make it easier to reduce duties in the 
national interest, since those in positions of responsibility would realize that 
innocent victims of increased imports would not be called upon to bear the 
ultimate burden. It would also make it easier for the economy to adjust to 
lines of production more consistent with the aptitudes of the people and the 
environment. Unless some such program is adopted, further tariff reductions un- 
doubtedly will result in intensified pressure upon Congress to legislate tariffs 
and other trade restrictions directly. This is already in evidence by the number 
of bills that have been introduced seeking to impose absoltue import quotas and 
also by the recent experience with regard to lead and zinc.” 

Dr. W. 8. Woytinsky—economist and ezpert on international economics 

“More thought should be given to help the injured industry or community by 
means other than withdrawal of concession in tariff duties or suppression of com- 
petition by import quotas. Such measures may include loans for diversifying and 
modernizing production, accelerated amortization allowances for the industry, 
loans for community development, promotion of retraining and resettlement 
of affected workers. All such measures may meet with serious objections, but 
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they seem preferable to the idea that consumers who prefer imported articles 
to the Gomentic product must be brought back to the domestic producers by high 
tariffs and low import quotas.” 


Walter 8. Salant—Brookings Institution 


“The fact that specific dislocations occur every day does not of itself imply, 
however, that Government has no responsibility to avoid or prevent the dislo- 
cations that may result from its own acts, such as a reduction of import barriers. 
Some people argue that it is in the nature of business that it involves risks and 
that the Government need not be concerned. Others argue, or more often imply, 
that Government should not take the actions which will result in dislocations. 
It appears to me that if the Government is convinced that a reduction of import 
barriers would be desirable and would be in the general interest on other 
grounds, it ought not to refrain from reducing them merely because somebody 
would be hurt. At the same time, I believe it clearly has a responsibility to 
undertake the reduction in a manner that causes the minimum of hardships. It 
seems to me perfectly feasible to work out a way of protecting the import- 
competing industries from the worst effects of dislocation without avoiding dislo- 
cation itself. The painful effects can be minimized in a number of ways. I be- 
lieve that it would also be possible to work out schemes to facilitate the adjust- 
ment to these dislocations without getting into the difficulties that are involved 
in proposals to compensate for injury.” 


Richard N. Gardner, associate professor of law, Columbia University Law School 


“We ought to consider a new system of escape-clause relief under which a 
finding of injury to an industry (the terms being defined more narrowly than 
at present in accordance with my earlier observations) would be the occasion 
for a temporary tariff increase coupled with a temporary program of Government 
aid, mainly from existing sources. The sole purpose of the Government aid would 
be to assist the producers, workers, and communities to adjust to more efficient 
lines of production.” 


Charles P. Kindleberger, professor of economics, Massachusetts Institute of Tech- 
nology 


“* * * it would useful as an alternative to the imposition of tariffs under the 
escape-clause or quotas under the national defense procedure to develop proce- 
dures for adjustment required by increases in imports of a substantial sort, where 
capital and labor are stranded and are not in a position to help themselves. Such 
industries might be designated by the President as entitled to special assistance 
from the Small Business Administration, in unemployment compensation, sup- 
ported by the Federal Government through the States, in retraining programs, 
in the doubling of tax losses for carryover, etc. Such a designation and the 
benefits accruing under it should be limited in time, and should be made available 
only after special study and published findings by an adjustment board.” 


N. Arnold Tolles, professor of economics, New York State School of Industrial 
and Labor Relations, Cornell University 


“An alternative, or possibly a supplement, to automatic decreases in proteetion, 
might be a policy of compensating the American producers who suffered serious 
injury because of increased imports from abroad. Instead of recommending in- 
creased import restrictions or resisting a reduction in such restrictions, it would 
be better if the Tariff Commission certified such cases for special adjustment 
grants and/or loans by the United States Government. Instead of shoring up 
the position of domestic producers by increased or continued restriction of im- 
ports, the Government might better pay the cost to help to meet part of the injury 
from liberalized international trade. This kind of governmental assistance would 
help to meet the specific problems of American producers, while encouraging the 
growth of international trade. 

This second proposal would be much less costly to the American economy as 
a whole than a policy of protection against any imports which might threaten 
serious injury to an American industry. 

The essence of this second proposal is that any specific serious injury from 
increased imports should be covered, in part, by the United States Government, 
when this serious injury was determined to be the result of relaxation of im- 
port restrictions. By these means it would be possible to reduce the present 
restrictions on imports to the United States and to also face up to future cases 
where foreign imports might cause serious injury to certain American interests— 
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not by restricting imports but by overcoming the problem of injury to the par- 
ticular American interests which might suffer from the import competition, 

A good precedent for this second proposal is provided in the arrangements for 
the new European common market. An integral part of this recent interna- 
tional agreement consisted of a common adjustment fund, to be used to assist 
the particular producers which might be injured by this plan of reducing trade 
barriers. The continental Europeans have evidently concluded that the gains 
of unrestricted international! trade justify the indemnifying of the losses of 
those particular producers who may be injured by the reduction of trade bar- 
riers. 

Various methods of compensating the injured American interests might be 
contemplated. First priority should be given to the wage earners in the indus- 
try which may be injured by the competition of increased imports. These wage 
earners have smaller reserves and more restricted opportunities than do the 
investors or managers of American enterprises. One feasible plan would be to 
increase the amount and duration of unemployment benefits of workers in any 
industry which might be certified (by the Tariff Commission or another ap- 
propriate agency) as being threatened by loss of earning opportunity because of 
competitive imports. 

Admittedly, it is difficult to provide an acceptable basis for indemnifying the 
owners and managers of invested capital in a company which is faced with seri- 
ous injury because of increased imports. There are obvious problems con- 
nected with the determination of the true depreciated value of invested capital 
and the extent of the potential decrease in the value and earning power of that 
eapital as a result of any prospective increase in imported goods. However, the 
United States Government might well provide some practical offsets to the short- 
run injury to investors and managers in the form of accelerated depreciation 
(for income-tax purposes) in the form of longer period of carryback of past 
business losses (again for income-tax purposes) and in the form of low-interest 
or guaranteed loans to enterprises which might be certified as facing serious 
injury because of increased imports. Both the method of income tax allow- 
ances and the method of low interest loans have been used by the United 
States Government in similar, and no more justified cases, than in the case of 
the enterprise which faces this kind of immediate need for adjustment in the 
interest of the general economic welfare.” 


Jacob Viner, professor of economics, Princeton University 


“This is an interesting proposal, although the idea of compensating for the 
damage done by legislative reform or change is not new. According to some 
historians, the abolition of slavery in the British Empire came a generation 
sooner than it would have otherwise because the Government gave generous 
compensation. Similarly the British temperance movement in the 1870’s and 
1880’s was able to reduce the opposition because the Government reduced the 
number of liquor licenses by buying up those it regarded as in excess at a 
fair appraisal of their market value before the new legislation. The lesson 
I draw from this is that one of the arguments for compensation is not merely 
the equity of it but also that it makes reform possible by diminishing opposi- 
tion.” 

Mr. Bremitter. Mr. Chairman, the American labor movement has 
vigorously supported the reciprocal trade agreements program from 
its very inception more than two decades ago. This traditional sup- 
port. was reemphasized in the resolution unanimously adopted at the 
recent convention of the AFL-CIO. 

The Cuarrman. When wasthat convention? How recent? 

Mr. Bremiiier. December of 1957; and the council meeting in 
Miami just 2 weeks ago reaffirmed that position. 

The CuarrmMan. Thank you. 

Mr. Bremitier. The resolution urged extension of the Reciprocal 
Trade Agreements Act for a period of at least 5 years with reen- 
forcement of— 


the basic goal of the reciprocal trade program, the gradual reduction of bar- 
riers to trade without undue hardship to American industries or American 
workers. The achievement of this goal must be sought, however, in the light of 
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present-day conditions in our own Nation and in the nations allied with us in 
the common struggle for the preservation of freedom and democracy. 

The full text of the convention resolution is attached to this 
statement. 

Let me assure the members of this committee that in restating our 
support for the reciprocal trade program, we of organized labor are 
viewing this problem without illusions and with our eyes wide open. 

This is no sentimental gesture on our part. We are aware of the hard 
realities of the present situation. 

We are fully mindful that the need for an effective program for 
reducing the barriers to trade is undoubtedly greater today than ever 
before. But we also know that this program is in real trouble. In- 
deed, we are convinced that its extension will be in serious jeopardy 
unless it is in a form that will provide necessary safeguards to the 
business opportunities of American companies and communities as 
well as the employment opportunities and hard-won labor standards 
of American aabate It will take much more than lofty humani- 
tarian sentiments or intellectual theorizing, however valid, on long- 
term economic developments to assure a meaningful extension of the 
reciprocal trade program this year. To put the matter in a nutshell, 
the American people will have to be convinced that reciprocal trade 
helps more than it hurts. This will not be easy. It will require a 
serious evaluation on the part of the Congress of what it is willing 
to do to promote and extend reciprocal trade. Further extension can 
no longer be based on theory alone. Some practical, hardheaded aids 
must become part of a renewed program. 

We are well aware of the fact that there are many factors in the 
world that call for extension of reciprocal trade. Certainly one of 
the factors is the leadership of the American people and the American 
nation in the free world. If Congress should not renew the Reciprocal 
Trade Agreements Act and should return the United States to a policy 
of economic isolation, that would have a terrifically bad impact 
upon the free world. Our allies would not understand this situation, 
and we could lose friends throughout the entire world. 

There is not a single nation in the free world that can possibly craw] 
back into a situation of economic isolation. Free trade is the essence 
of the free world, and this is the situation with which we are faced. 

On the other side of the coin, there is the menace of a Soviet trade 
drive. I could not help but be a little amused this morning when I 
heard Mr. Strackbein belittle the menace of the Soviet trade drive 
and suggest that it was a bogeyman that had been invented. Evi- 
dently Mr. Strackbein and his associates have not had the opportun- 
ity to study fully and understand the menace of communism and the 
tactics of Communist leaders as have the leaders of the free labor 
movement of the world. We have dealt with these gentlemen for 
many decades, we know how they operate, and we know that they 
mean what they say when they declare war on the free world. 

I am sure that this committee is acquainted with the recent state- 
ment of Khrushchev, who said: 


We declare war on you—excuse me for using such an expression—in the peace- 
ful field of trade. We declare war. We will win over the United States. 


When Khrushchev talks that way, he means it. There is a world 
trade war going on. 
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Most of you on this committee, I am sure, are familiar with the 
Soviet trade delegations that are now operating through South Amer- 
ica, and the fact that compacts have been arrived at with some of the 
South American countries. This will go on throughout the entire 
world. If we draw into economic isolation, we are just leaving the 
entire world open for the Russians to move in. 

A second problem that requires the renewal of the Reciprocal Trade 
Agreements Act is the formation of the European Common Market. 
First of all, I want to emphasize that the organized labor movement 
of America is very happy with the development of the European 
Common Market. It is something that we have been urging for many, 
many years, and we have played through our European trade union 
beachirs some small part in developing this concept in Europe. In 
fact, we are hopeful that the European Common Market will eventu- 
ally lead to the political integration of Europe, a consummation 
greatly to be desired. 

But we further know that now that the common market is a reality 
and certain other nations of Europe would like to extend the common 
market into the free trade area, we are going to be faced with some 
new kind of tariff problems. That is the area into which 16 percent 
of United States exports now go. If the free trade area becomes a 
reality, you then have an area in which 29 percent of United States 
exports go, and somewhere between 500,000 and 900,000 American jobs 
are involved. These are our best customers. 

But if we permit them to go ahead and gradually eliminate all 
internal trade barriers among the six countries of the common market, 
without being in constant touch with them to hold down their ex- 
ternal tariffs, we are going to suffer and suffer badly. We think we 
need the machinery of the Reciprocal Trade Agreements Act for 
further dealing with the common market and to keep that situation 
under control. 

Furthermore, we agree with the testimony that was given by earlier 
witnesses here, that trade is a most important factor in the domestic 
economy. We think it is quite true that there are about 414 million 
American workers who are dependent upon the export-import market 
for their jobs, That means that if we do cut down on imports, I agree 
that at the same time you would be cutting down on exports and 
causing unemployment. 

So we feel very strongly that this is a matter that we have to watch. 

Just one more point. We come back to my statement of a moment 
ago. We do believe that reciprocal trade is in serious jeopardy. We 
think this is true primarily for two reasons: 

First, the rapid recovery of Germany and Japan and, to a lesser 
extent, the economic development of some of the underdeveloped 
countries, There has been a growing group of imports that have 
affected certain aspects of our economy and have affected it rather 
drastically. 

Secondly, we recognize that with nearly 25 years of operation of 
the Reciprocal Trade Agreements Act, there are very few areas left 
where a further reduction of tariff can be absolutely painless. We 
recognize that there may be some pains that may come out of this 
situation. 
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We do not want to ignore these issues. We are raising them because 
it is imperative that we do lay all the facts on the table. There is 
no question that some industries have been affected by the increasing 
impact of import competition. Other industries, rightly or wrongly, 
feel that they may suffer in the future from growing import competi- 
tion if the reciprocal trade-agreements program is extended. 

Let me hasten to assure the members of this committee that these 
considerations do not lead us to argue for a reversal of the present 
policy. Quite the contrary, we are convinced that continued gradual 
reduction of tariff barriers is both desirable and necessary, but it will 
not be possible unless effective action is taken by the Congress to 
facilitate the adjustment of those affected by import competition. If 
trade liberalization is necessary and desired—and we believe it is— 
the burden of whatever costs and hardships result from it must not 
fall entirely on those directly affected. To the utmost extent fea- 
sible, they must be borne by all. 

I now want to turn the microphone over to my colleague, Director 
Stanley Ruttenberg of our research and development department, to 
develop our thoughts on this matter. 

The Cuarman. Mr. Ruttenberg, you are recognized, sir. 

Mr. Rurrensere. I would like to continue from this point and em- 
phasize in detail some of the technical problems involved in a specific 
suggestion or two which we should like to make to the committee. 

As Mr. Biemiller has emphasized, as we look at the trade extension 
program, we see obviously that import competition has to a limited 
extent in certain areas affected certain communities, certain establish- 
ments, certain industrial enterprises, and certain groups of workers. 
We recognize that a further extension of the authority may cause a 
slight increase in the amount of injury or threat of injury that would 
result. But because of this we do not say that the thing to do is not 
to extend reciprocal trade or to impose restriction policies. We sa 
that the thing to do is to make advancements forward by helping 
individuals, communities, and industrial enterprises adjust to the 
problems created by import competition. 

That is why we strongly support a bill which is before the Congress 
of the United States, introduced by Congressman Eberharter, a mem- 
ber of this committee, H. R. 9505, the trade adjustment program. 

This trade adjustment program is based upon two fundamental 
principles. I think they are already clear, and I want to refer to 
them only briefly: that tariff policy should not be so restrictive that 
tariffs must be maintained or raised in order to protect American 
interests, and the entire burden of the impact of increased imports 
must not be placed upon the firms or the workers directly involved 

There is a Government decision involved in reducing tariffs and 
negotiating agreements with the member countries in the General 
Agreement on Tariff and Trade. It therefore ought to be by Govern- 
ment decision that something is done to help the individual enter- 
prises or communities or workers to adjust to the problem of trade. 
If we do not do this, it seems to me and seems to us, there will be a 
further developing opposition, a further developing strength of pro- 
tectionism developing in the country. Consequently, it is with this 
thought in mind that we specifically recommend a trade adjustment 
program. 
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How would this program work? The bill H. R. 9505 was intro- 
duced, which we hope this committee will seriously consider in con- 
nection with the extension of reciprocal trade. This bill proposes to 
give the President of the United States an additional authority in 
relation to the escape clause action. As it is now, when the United 
States Tariff Commission finds injury or the threat of injury, the 
President has two choices: either to accept the Tariff Commission’s 
recommendations and impose increased duties back to the level of the 
law, or to reject them and explain to Congress why he does so. 

This Trade Adjustment Act would propose a third alternative. It 
would give him a choice of saying, “Yes, I accept the finding of the 
Tariff Dccneasinns on injury or threat of injury, but rather than im- 
posing increased duties, we will invoke the trade adjustment pro- 
gram.” At that point in time the trade adjustment program would 
come into effect and would not come into effect prior to that. In other 
words, it could under the terms of H. R. 9505 be sparked off only by 
the Tariff Commission’s decision that injury has been found. 

What would it propose? It would propose, as outlined on page 9 
of our statement, that for workers it would provide supplemental un- 
employment compensation benefits up to two-thirds of weekly earn- 
ings for 52 weeks. It would provide earlier retirement under the old- 
age and survivors insurance program. It would retrain workers and 
create new job opportunities by training them to do the new jobs that 
might be necessary. As a last resort, and if required, it would pro- 
wale transportation for entire families to new areas of employment. 

But the trade adjustment program not only provides these pro- 
grams for workers; it provides also for industrial enterprises, to 
grant them loans through the Small Business Administration, to give 
them technical assistance in marketing research and information 
about how they can develop. It would bring them opportunities to 
become more efficient so that they could compete with imports, or it 
would enabl them to convert to other types of products so that they 
would not be involved in competition with imports. 

In addition, it would provide for accelerated amortization of new 
plant and equipment if such equipment was needed to provide new 
jobs in an area affected by injury. 

As far as the communities are concerned, it would provide loans 
and assistance for these communities to build new plants, to attract 
new industries, and would also give these communities new technical 
advice and assistance as to the kind of industries they would propose 
to attract. 

There have been many arguments, some that bear consideration, 
that object to the trade adjustment program. These arguments are 
reviewed beginning on page 10 of the statement. I should just like 
to deal briefily with 2 or 3 of these arguments in opposition. 

It is sometimes heard that the trade adjustment program would 
require the establishment of a huge new administrative setup. 

Such is not the case. H. R. 9505 specifically creates only an inter- 
nal executive department committee that would be created to review 
one question and one question alone: First, once the President of the 
United States accepts the Tariff Commission’s recommendations of 
injury and then invokes the trade adjustment program, an adminis- 
trative committee would exist to determine whether or not the specific 
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industry or groups of workers come within the definition of the escape 
clause action before the Tariff Commission. They would make only 
that decision. ; 

They would then grant a certificate of eligibility, after which these 
individuals or industrial enterprises or communities that are granted 
the certificate of eligibility would come before the various govern- 
mental agencies now in existence to carry out the specific provisions 
of the trade adjustment program. So no new, huge administrative 
machinery is involved. 

Another argument which is made is that there would be a tremend- 
ous expenditure on the part of the Federal Government if this trade 
adjustment program were accepted. 

May I at the outset say that our estimates, which I think are con- 
servative, would say that it would cost no more than $2 million a 
year. But even if it cost $10 million a year, it is a relatively insignifi- 
cant cost in relation to the base problem that is involved here, which 
is: How do you continue to maintain a good, sound, liberal, multi- 
lateral trade program while you take care of what small internal 
injuries might occur within the country. 

For example, in terms of cost, based upon the 23 findings under 
the escape clause of the Tariff Commission, the Department of Labor 
estimates that some 28,000 workers have been involved, between April 
1948 and March 1957. That is an average of about 3,000 workers a 
year over the last 9-year period. 

If you would give them the full 52 weeks of unemployment com- 
pensation benefits up to two-thirds of their take-home pay, this could 
amount, maximum, to $2 million in expenditures. The only addi- 
tional expenditure directly involved in the Trade Adjustment Act is 
for transportation, and we estimate that this, at maximum, would 
amount to perhaps $150,000 a year. 

So the total cost is relatively insignificant. 

Another major argument which is advanced against the program is 
that certain types of assistance are already available to those ad- 
versely affected by imports. I think it was Congressman McCarthy 
that asked Secretary of Commerce Weeks on this point the other day, 
whether he supported the trade adjustment program. He said in 
reply, as reported in the Wall Street Journal: 

* * * that many of the proposals made in this field are already within the 
administration’s power, and that he had not seen any additional proposals that 
would help much as a practical matter. 

Let me make it clear that many of the proposals in the Trade 
Adjustment Act, such as retraining, such as loans through the Small 
Business Administration, and certain other provisions of the act, 
are already in existence as far as the Government is concerned, and 
as far as the laws are concerned, and can be put into effect. But it is 
not enough to say, therefore, because they exist, we do not need the 
program, because—and I think the key question here is—if you do 
not have the trade adjustment program, how then can you concen- 
trate the efforts, the uncoordinated efforts of the various Govern- 
ment agencies to the specific problem involved in the injury or threat 
of injury situation. 

Under the Trade Adjustment Act the President would have this 
coordinated by sparking, at a particular point in time, the decision to 














312 RENEWAL OF TRADE AGREEMENTS ACT 





invoke the trade adjustment program. This is essential, and there- 
fore the act itself, which attempts to coordinate these programs, 
should be part of any adjustment program and should not be left to 
the uncoordinated activities that exist now in the Government. 

But it is also important to remember that there are a few new 
proposals incorporated in the Trade Adjustment Act, such as an 
accelerated amortization, a provision for new plant and equipment in 
connection with injury; also, unemployment compensation, supple- 
mental and extended benefits, earlier retirement under OASI. These 
are new programs, and therefore ought to be part of the overall 
program of a trade adjustment situation. 

Another argument which is advanced against the trade adjustment 
program is that it gives special assistance to local groups of people; 
and how are you to distinguish between workers w who are displaced 
or industrial enterprises that are put out of business as a result of 
migration to a new part of the country or as a result of the installa- 
tion of technological equipment, automation, and so forth? If you 
grant assistance to workers affected by imports, do you not also have 
to grant assistance to these other people ? 

I think it is important in this connection to remember the basic 
concept involved here: It is by Government decision that the tariffs 
are reduced and that workers or industrial enterprises or communi- 
ties are injured. Therefore, it ought to be by Government decision 
that action is taken to help these communities, industries, and workers. 

It is argued, and some people accept this argument, that is it not 
by Government decision that a plant moves to the South, or a new 
piece of equipment comes in? But, the argument goes—and I have 
heard the Secretary of Commerce make this argument—what do you 
do about a Government deci ision in connection with defense production, 
which decides to curtail civilian production in order to get defense 
production? Is not there a Government decision in that case? And 
therefore, would you not apply this concept that it is by Government 
decision, and therefore it ought to be by Government action that. some 
aid is given ? 

I think that one ought to remember here a distinction: When the 
Government makes a decision to convert to defense production, it can 
do this over a period of time and plan its installation of the defense 
requirements. Also, the defense requirements are going to be bought 
immediately by the Government, so that workers and enterprises will 
be put to work and kept at work. It is just a matter of converting 
over. It is also in terms of the reverse situation, when you convert 
back into civilian goods. 

We had an experience after World War II when there was a great 
demand for everything that came about, so that the conversion back 
from defense to civilian goods did not create this problem. But when 
you have a decision by the Government to reduce tariffs, it is here, in 
part, where injury occurs, creating a specific injury where there will 
no longer be a demand on the American market for the specific product 
as produced on the American market. Therefore, this is a different 
situation, which results from a Government decision. 

These, it seems to me, are the major arguments that have been ad- 
vanced against the program, and I ie not think, on careful considera- 
tion, that they have substantial merit at all. 
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I would like to talk, just for a moment, about the support for the 
trade-adjustment program. 

I have heard the trade-adjustment program referred to by certain 
Congressmen and Senators and others I have discussed it with as a 
labor program. 

I think it is important to remember that this is not a labor pro- 
gram. I think it has gotten the title of labor program because it 
was first publicly discussed in relation to the Randall Commission 
report. It was in the Randall Commission report as a minority state- 
ment of David J. McDonald, who was a public member of the Randall 
Commission, and who happens also to be the president of the United 
Steel Workers of America, one of our big AFL-CIO unions, and be- 
cause his name is associated with the trade-adjustment program, it is 
referred to as a labor program. But actually, it is not. There is 
much strong business support for it. ‘There are many business leaders 
and experts in the field of trade who support the program. On page 
15 of our statement I list some of the names of people who have sup- 
ported and endorsed the program. It is not a complete list, but only 
partial. Attached as an appendix to our statement are quotations 
from these individuals, that show their support. Among these is 
John Coleman, the chairman of the board of the United States Cham- 
ber of Commerce; Mr. Batt, George Bell, various groups of professors 
that are listed on page 15. 

Therefore, I would reemphasize that this is a program that attempts 
to give aid and assistance to communities that might be injured Nie 
imports, to industrial enterprises, and also the wabtiete It is a com- 
bined program that involves all three categories. Therefore, we would 
urge that the trade-adjustment program be incorporated as an essen- 
tial part of the overall reciprocal trade agreements program. 

I see, Mr. Chairman, if I have kept accurate time, we still have 5 
minutes left. In those last 5 minutes I should like to deal with the 
3 remaining points in our statement. 

On page 15, at the bottom of the page, we have the beginning of a 
discussion about fair-labor standards and international trade. We 
think it is essential that the concept of promoting and improving labor 
standards around the world in connection with the trade program be 
considered. We must do this. Certainly there are valid arguments 
that when you consider differentials in labor cost, differentials in pro- 
ductivity, certain products can be produced more cheaply overseas 
than they can be in the United States. 

This is fine, and theoretically one would argue that that is what 
promotes international trade, and this is good. But we think that 
if the differential is too great, it does not promote trade; it just tends 
to restrict it by developing strong protectionist sentiments in the 
United States. 

Therefore, we propose and have been proposing that there be in- 
corporated into the reciprocal-trade program some authority urging 
the President that when they negotiate with the participants in the 
general agreement on tariff and trade, the principle of fair-labor 
standards be involved in those discussions. 

For example, it was in 1955, I think, when we negotiated the agree- 
ment with Japan in Geneva, that there was an informal exchange of 
opinions between the chairman of the United States delegation and 
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the chairman of the Japanese delegation. This informal exchange 
at the conclusion of the conference has been put down in writing in 
this way, which is quoted on page 16 of our statement. This is a state- 
ment of the head of the Japanese delegation, as stated to the chairman 
of the United States delegation : 

In connection with the recently concluded tariff negotiations sponsored by 
the contracting parties involving Japan, it is the foremost concern of the Japanese 
Government that wage standards and practices be maintained at fair levels in 
industries, including export industries, of Japan. 

This was an informal exchange. It was not compulsory on Japan 
or anybody else to do anything about it. But if somehow we could 
work out, in connection with the general agreements on tariff and 
trade, some specific provisions such as were proposed by the United 
States in its negotiations in, I think, 1954, in the GATT negotiation 
where we did propose a specific fair-labor-standards clause, it woul 
be a very good thing. 

We leave this with the committee for their consideration and urge 
that the legislation extending the reciprocal trade agreements pro- 
gram give specific reference to the need of developing a principle of 
fair-labor standards insuch tariff negotiations. 

I should like, in the remaining few minutes at our disposal, to com- 
ment briefly upon two proposals which are incorporated in the ad- 
ministration’s program for extension of reciprocal trade. 

The first is that we revert back to permitting, under the escape- 
clause provision, a rise in import duties of 50 percent above the 1934 
levels. In fact, this would give the President authority to increase 
by an average of about 75 percent of the value of imported goods 
instead of the present value of approximately 20 percent. 

In addition to what the President proposes in his program, it has 
been proposed, as it was by Mr. Strackbein this morning, that the 
Tariff Commission’s recommendations on escape clauses be made com- 
pulsory upon the President. 

I should just like to say—and here I will read just one paragraph 
from our statement on page 18—that the raising of duties 50 percent 
above the 1934 levels as well as the proposal to make Tariff Commission 
findings in escape-clause actions compulsory upon the President are 
negative approaches to the problems created by import competition. 
aiid of either of these proposals can only have the effect of re- 
stricting international trade and seriously crippling the entire recipro- 
cal trade agreements program. 

We propose instead a positive approach to the problem, to handle 
the same situation, to handle the problem of injury, to handle the 
problem of Tariff Commission findings of injury under the escape 
clause; and that is the trade adjustment program that we have been 
here proposing. 

We urge, therefore, that this committee give serious consideration 
to that program. 

I hope that within about half a minute we have stayed within our 
30 minutes. 

The CuarrmMan. You have stayed within your time. 

We thank you gentlemen for coming to the committee and giving 
us the benefit of the views of your organization. 

Mr. Biemiller, how many members do you now have in theAFL- 


CIO? 
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Mr. Bremitter. Thirteen and a half million members. 

The CuarrMan. The argument has been made, as you know, that 
this is not a good time to reduce tariffs further, to valliact American 
industry and the American working people to the possibility of in- 
creased imports. You have referred in your statement, at least orally, 
to your recognition of that argument that is being made. 

It is the view of your organization, however, that on the whole, in 
balance, there is more to be gained through the maintenance of the 
liberal trade program and policy in the free world than through the 
complete protection or such action as has been suggested in order to 
protect the domestic market completely for the domestic employer and 
employee. 

Mr. Bremitter. Mr. Chairman, that states our position quite clearly. 

I might say further that in numerous public addresses President 
Meany has always taken the position that in his opinion, or in our 
opinion, the labor movement, the best interests of the American people 
as a whole are served by a liberal trade policy. I think we must ap- 
proach this problem from the standpoint of the interests of the Ameri- 
can people. Then we follow up, as Mr. Ruttenberg has just been 
developing, with the thought that for those small groups of people— 
and we recognize that there are and will be such on the American 
scene who may be adversely affected by this policy—again it is up 
to the Nation as a whole, to the Government then, to take action to 
try to remedy those situations to the best of our ability. 

The Cuarrman. The point you are making is that we not take a 
negative approach in trying to maintain a situation for the protection 
of the American workingman, but that we take a positive approach; 
that we try to carry on a forward-seeing program such as this, but 
that because of the possibility that injury may result, and as you say 
in some instances has resulted, we try to correct those situations not 
through adjustments in the duties or the imposition of quotas, but that 
we take other supplementary action to accommodate the needs that 
may exist for the benefit of those who may be injured. 

Mr, Bremer. Precisely. 

The Cuarrmman. Let me ask you, Mr. Ruttenberg, or Mr. Biemiller, 
either one of you, whether or not your organization has made a de- 
tailed study so that you could give me information as to what effect 
the actual importation of commodities into the United States is hav- 
ing upon the creation of unemployment in the United States at the 
present time. Is the situation of 414 million presently unemployed 
created as a result of excessive importation of goods into the United 
States, or are there other reasons that are primarily responsible for 
that unemployment ? 

Mr. Rutrrensera. I think, Mr. Chairman, that to argue that the 
present economic situation is due even in part to the import situation 
is to argue a fallacious point of view. Certainly, the general economic 
seve at present has been brought on by many, many various 

actors. 

The import competition that we have might be displacing a few 
workers, but maybe the best judge of this would be if you just took 
the decisions of the Tariff Commission that have found serious in- 
jury. There have been, I think, some 23 in the past 10 years. Out 
of these 23 decisions, it has been estimated by the Department of 
Labor that 28,000 workers have lost their jobs. It is an average of 
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about 3,000 a year, as a result of the findings of serious injury or the 
threat of injury by the Tariff Commission. 

Certainly, when the economic situation is bad, the climate for doing 
anything in ’the tariff field is also bad, because the general theoretical 
argument is that people displaced by import competition will find 
jobs elsewhere in a growing and expanding economy. That theoreti- 

cal argument does not hold now, because of the general downturn in 
the economy, a downturn which I think is considerably more serious 
than other recent ones. 

The Cuatrman. Mr. Ruttenberg, do you have information as to the 
types of employment that these “AY million people formerly held? 
Were they in employment by industries that are complaining at the 
moment about the importation of goods, or where were they 
employed ? 

Mr. Rurrenserc. The most serious unemployment situations that 
exist in this country are in aircraft, for one, that Mr. Sadlak 
referred to. 

The Cuarmman. That results from a cutback in Government pur- 
chases of planes. Is that right? 

Mr. Rurrenserc. That is right. The Government cutback in the 
purchase of planes brought that about; a Government cutback in the 
development of a ship program and the conventional weapons. 
United States policy has shifted from this area of defense over to 
the missile program. As we move to the missile program, of course, 
some of the aircraft employment will shift over into that area, I] 
assume. 

The CHarrmMan. How many people became unemployed as a result 
of that? 

Mr. Rurrensera. I think, Mr. Chairman, this would be difficult to 
estimate. Maybe one way to look at it is that if you take a look at 
the unemployment compensation claims, you will find the States that 
have been hit the most heavily by unemployment compensation claims 
are: California, where aircraft is prominent; Washington and Ore- 
gon, where aircraft again is prominent; Michigan where, of course, 
auto is prominent; Illinois, where steel is prominent; Pennsylvania, 
where steel and in part auto are prominent; Connecticut, where you 
have large aircraft operations. These are the States where, if you 
look at the figures, you see workers are applying for unemployment 
compensation benefits. Maybe that is the best way to judge what 
types of workers are being unemploy ed. 

Certainly, the steel industry is operating at 55 percent of capacity, 
and when they operate at 55 percent of capacity, you must remember 
that the steel industry is not dependent upon exports. They are not 
part of the so-called workers effected by exports from the United 
States that you talked about earlier with Mr. Swensrud. They are 
not there. 

The same in the auto industry. Auto production is now at about 
30 percent below its official capacity. The same is true of a group of 
other heavy goods industries, where employment has hit the hardest. 

The Cuamman. Mr. Ruttenberg, I understand that later on in the 
hearings there may be some witnesses from the steel industry, perhaps 
accompanied by: representatives of employees, who will perhaps say 
to the committee that the importation of certain steel products into 
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the United States has contributed to at least some of the unemploy- 
ment that exists in the steel industry. 

What do you have to say about that? 

Mr. Rurrenserc. Let me give you a very interesting example here, 
Mr. Chairman. 

In Donora, Pa., a large subsidy of the United States Steel is the 
American Steel and Wire Co. The officials of that American Steel 
and Wire Co. were after the union, which in this case was the United 
Steel Workers of America, to come to Washington to protest the large 
importation of nails and wire from overseas. 

The union took the position that they would not join with the man- 
agement in this proposal. The subsidiary tried to do something about 
it. They found that they could not do anything about it. So what 
did they do? They proceeded to say, “Our equipment is not modern 
enough to meet the competition. And this great big United States 
Steel Corp., with its subsidiary, American Steel and Wire, decided 
to invest a substantial amount of money in order to modernize its 
equipment so that they could compete. 

This is precisely the kind of approach to the problem of import 
competition that is so essential, aa it is implicit in the whole trade 
adjustment program that we propose. Certainly, there have been 
certain areas of steel competition, of steel imports that have affected 
competition—nails and wire have been one big element of it—but the 
number of workers involved has been slight and insignificant. Now 
I am told that the American Steel and Wire plant in Donora is back 
working at full capacity, since they have decided to get into this prob- 
Jem and really produce to compete to meet competition. 

The Cuatrman. Is there much unemployment at the moment in- 
cluded within this 444 million of people, in the textile industry? 

Mr. Rutrenserc. I am sure there would be some, certainly. 

The CHatrrmMan. Do you have any information as to the number in 
that industry that may be unemployed at the moment ? 

Mr. Rurrenserc. If you look at the figures over the last 5 years, 
there has been a drop in employment in the textile industry from 
something over 1,100,000 to perhaps 850,000 or 830,000 today. 

The Cuarrman. How many jobs exist today? 850,000? 

Mr. Rurrenserc. Roughly, I think it is 850,000 in the overall 
textile industry, as compared to 1,100,000 in 1951. 

The Cuarrman. What caused that? Was that solely caused by the 
importation of textile products into the United States, or was that 
also in part at least due to the development and installation of newer 
equipment, that resulted in one individual being able to do what per- 
haps one and a half had formerly done? 

Mr. Rurrenserc. It is a combination of factors, Mr. Chairman. 
Imports have been a small factor in it, but certainly a very large 
factor has been a movement away from textile cloths over to plastics 
or synthetic yarns of various kinds, so that it moves out of the tex- 
tile area. 

But another important point involved here is just the technological 
advances of the industry; and I am sure that those of you from New 
England would be fully aware of this. 

The woolen industry has almost gone out of existence in America. 
Why? I wish my associate, Sol Barkin, from the Textile Workers 
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Union were here to explain this. But as I understand it, there used to 
be a time when you could not weave woolen cloth and cotton cloth in 
the same machine. Now they have developed machines on which you 
can weave both cotton and wool on the same types of equipment. 
Unfortunately for the workers in New England, these new types of 
machines have been installed in other parts of the country, namely, 
in the South, so in the South you have the development of a com- 
bined cotton and woolen industry and the real destruction of the 
woolen industry of the North. 

So this shift of employment has occurred because of a technological 
advance, and not because of import competition. 

The Cuarrman. You know, of course, where the textile industry 
is located, the States in which it is found, for the most part, in the 
United States. Is there an increase in the number of people filing 
applications for unemployment compensation in those States that 
might give us some idea of whether there is unemployment in that 
industry at the moment ? 

are of these employees are members of the AFL-CIO, as I under- 
stand it. 

Mr. Rurrenserc. Mr. Chairman, I would not want to imply or 
create the impression that there is no unemployment in the textile 
industry, because there is. The question of whether this unemploy- 
ment is due to import competition is another matter. 

I think if you looked at North and South Carolina for claims for 
unemployment compensation, you would see a rise in the claims in 
those States, but not in proportion to the increases in claims in such 
States as we have already mentioned, like Washington, Oregon, Cali- 
fornia, Pennsylvania, Michigan, Illinois. 

The Cuamman. Whatever is happening in that industry is not 
due, in your opinion, entirely or largely to the importation of textiles? 

Mr. Rutrenserc. It is not due largely to the importation. After 
all, a certain proportion of textile products is exported from the 
United States, which is something that is always hard for me to 
understand. 

The Cuarrman. That is true. 

Is there unemployment in the chemical industry in the United 
States that you know about ? 

Mr. Rutrenserc. I am not familiar at all in detail with the chemical 
industry. 

The Ceaien. Most of those employees also belong to the AFL- 
CIO, as I understand it. 

Mr. Rutrenserc. We would wish, Mr. Chairman, that that were 
true, but it is not. 

The Cuarrman. Oh, it is not? 

Mr. Rourrenserc. The chemical industry is one which is not well 
organized in America. 

The Cuamman. Instances I know about were organized. I assumed 
the entire industry was organized. 

Mr. Rurrensere. Those that are organized are part of the AFL- 
CIO. 

The Cuatrman. From that source, are you receiving any informa- 
tion as to the employment conditions within the industry ? 

Mr. Rourrenserc. We have indications from our two unions, the 
Oil, Chemical, and Atomic Workers Union, as well as our Interna- 
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tional Chemical Workers Union, that unemployment is developing 
in that industry. But I think the unemployment in that industry 
is attributed to the economy as a whole and to the general decline 
in the general economic situation in the United States, and not particu- 
larly at all to import competition. 

The Cuarrman. Thank you. Are there any further questions of 
Mr. Ruttenberg or Mr. Biemiller ? 

Mr. Byrnes will inquire. 

Mr. Byrnes. First, very briefly, this resolution that was adopted 
unanimously with respect to the trade program, was really a condi- 
tional one, was it not, to continue the program, but that you also 
establish this trade-adjustment program? Is that correct? 

Mr. Bremitier. Yes. Exactly as we have testified today, that we 
think that if the program is continued, it should have added to it the 
Trade Adjustment Act. 

Mr. Byrnes. I mean if you were not going to have a trade-adjust- 
ment program, if the Congress was not to adopt that, then the resolu- 
tion still may have been adopted for a continuation of the trade- 
agreements program, but it might not have been unanimous, Is that 
correct ? 

Mr. Rutrenserc. I would like to comment on this, if I may, Mr. 
Byrnes, because I think it is a very interesting question. 

The position of our organization has been that continuation of 
the reciprocal-trade program is essential and should be extended. We 
would hope that in the extension of this program, consideration would 
be given to the injury which is resulting from certain types of im- 
ports. This injury is limited. But where it is, where it does occur, 
it is important and should be taken care of. We would hope that 
the Congress would recognize this and therefore, in extending the 
reciprocal trade, incorporate this program in it. 

If you are asking me the specific question, would we support the 
reciprocal trade program if there was no commitment to incorporate 
a trade adjustment program, that is something that is down the road 
from this point in time. We would hope that we would not be con- 
fronted with having to make that decision. 

Mr. Byrnes. Let me suggest to you that the proposal before this 
committee is for an extension of the trade agreements program, period. 
It does not incorporate in it the trade adjustment program. 

So I am asking what your position would be if neither this com- 
mittee nor any other committee acted in the matter of the trade adjust- 
ment program, but did face up to the request for an extension of the 
trade agreements program. I think that is the bridge that we are 
crossing. 

Mr. Routrennerc. There is also before this committee, though, other 
legislation, such as H. R. 9505, that is the trade adjustment program, 
that could be considered simultaneously with the consideration of the 
administration program. 

Mr. Byrnes. I understand that, but we are not. 

Mr. Rutrenserc. But you could. 

Mr. Byrnes. The hearings are called on a different bill entirely. I 
am just asking you what your position would be with respect to this 
bill. If you do not care to answer that, that is all right, too. But I 
think it is a perfectly reasonable question to ask, because it is a ques- 
tion each one of us will have to decide as we face up to this question. 











320 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Bremitier. I think the best answer I can make to that, Mr. 
Byrnes, is that we will meet that problem, if it arises. Weare hopeful, 
however, that the committee will act on this. 

Mr. Byrnes. But from the very form of the hearings here, we have 
reached that bridge. It is on the extension of the Trade Agreements 
Act, and not on the bill of Mr. Eberharter. 

The Cuarrman. Of course, any amendment that is germane to the 
subject could be considered in executive session, as my friend from 
Wisconsin knows. 

Mr. Byrnes. Weare not being limited. I understood that. 

The Cuarrman. That is right. 

Mr. Byrnes. I gather, then, that it is a question that you do not 
want to be faced with at this time. 

Mr. Bremiuter. Precisely. 

Mr. Byrnes. All right. 

In this trade adjustment matter I have just one question: What do 
you do with the stockholders in a business that has been eliminated 
by reason of the tariff concessions made? 

Mr. Rurrensere. Of course, it is hoped in this trade adjustment 
program that the industrial enterprise will be helped to meet the 
competition or will be helped to convert to other types of production 
so that they will not have to go out of business. This is the whole 
concept behind that part of the trade adjustment program, that you 
assist in the adjustment to meet the situation. 

Mr. Byrnes. I undersand that you do have this proposal in there 
for accelerated amortization to meet the situation created. But that, 
of course, does involve the fact that the present stockholders have the 
problem of raising additional money to try to protect what they already 
have invested, which may be a very serious problem. 

Mr. Rurrenserc. Of course, you know there is also a provision in 
this Trade Adjustment Act for loans to small-business men which 
would enable these enterprises to borrow the kind of money which 
perhaps the banks would not want to take the risk to loan them, faced 
with the problems of competition, and with these loans they can get 
back on their feet, so that the stockholders can benefit as a result of 
the maintenance in business of that company or corporation. 

Mr. Byrnes. That is the extent to which you are concerned about 
what happens to the stockholders ? 

Mr. Rotrenserc. That is right. 

Mr. Byrnes. Just as a matter of information, is it the feeling of 
your group that the present United States level of tariffs is high com- 
pared to the general world tariff restrictions ¢ 

Mr. Rurrenserc. I think, as was said in our statement, that cer- 
tainly we have reduced tariffs in the United States under our recipro- 
cal trade program over the past 24 years or so, quite substantially, 
quite significantly, and we are at the point now where further reduc- 
tions are going to have to be made rather selectively and rather care- 
fully, and we would not have made that general statement in our 
testimony here if we thought the present levels of United States tariffs 
were high. 

Mr. Byrnes. In other words, you do not consider the United States 
today a high-tariff country in the world picture ? 
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Mr. Rurrenserc. Not in a general sense, although we have many 
commodities that have high tariffs upon them. As a general average, 
however, our average tariff rates are relatively on the low side—not 
as low as certain of the European countries, however, such as the 
Scandinavian countries. 

Mr. Byrnes. The program you recommend, the extension of the 
Trade Agreements Act with greater authority, plus the Trade Adjust- 
ment Act, in effect looks forward to a free trade, as that concept is 
understood, a complete freedom from barriers, does it not ? 

Mr. Rutrenserc. It does not look forward to a free trade as it is 
theoretically understood. We believe in reduction of the barriers to 
trade, but not the complete elimination of these barriers. If we be- 
lieved in the complete elimination of the barriers, we would not support 
the reciprocal trade program. We would come before the Congress 
and say to eliminate all duties and tariffs. We are not proposing this. 

Mr. Byrnes. But you are working toward that, are you not ? 

Mr. Rutrenserc. We work toward the lowering of tariff barriers 
on a selective basis, the way in which the negotiations now take place 
at the general agreement on tariffs. For example, both Mr. Biemiller 
and myself have been public advisers to past GATT negotiations, and 
I think both of us have been tremendously impressed with the selective 
character in which the negotiations take place. 

If it appears that further reductions in a certain commodity will 
create too serious a situation in the United States, that commodity is 
not negotiated on; we move to other commodities. This is the general 
concept behind the program: We need some certain kinds of tariff 
duties; we believe that we ought to move gradually toward the reduc- 
tion of such barriers, but not the complete elimination. This ought 
to be done on a selective approach as is now done in the negotiations 
of GATT. 

Mr. Byrnes. In other words, you still believe that there is a justi- 
fication for duties, for tariffs by the various countries and by the 
United States, in order to attempt to equalize the competition from 
imports? Or what do you believe the purpose of duties is? Maybe 
I had better approach it in that way. 

Mr. Rurrensera. Certainly we ought to maintain certain levels of 
duties in order to enable certain American enterprises and companies 
to develop their production in such a way as to enable them to compete 
better. During a period of serious competition, we ought to be pre- 
pared to maintain existing levels in certain industries; and as the 
situation changes, as we move into future years, we reduce the protec- 
tion that is given to this industry. 

But we ought to be prepared to say that at certain points in time 
you ought not to reduce the tariff further on certain commodities. 

Mr. Byrnes. I am getting to the point of why you have it in the 
first place. Do I gather it is fundamentally to protect the develop- 
ment of an industry in its earlier, infant stage; and then afterwards, 
the need will cease to exist? Or is it a continuing proposition of trying 
to equalize a competitive situation ? 

Mr. Rurrensere. It is a continuing proposition. 

Certainly the original theory behind the enactment of tariffs and 
duties, the original concept was as you stated: To protect infant, 
growing American industries against the competition which arose 
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from abroad. In part, this is still true for certain limited industries. 
But in a general sense, it is not true for the basic industries of America, 
Therefore, our tariffs exist as a means of slowly enabling American 
industry to get back up on its feet, to where it can meet competition 
without duties. 

So theoretically, if we are looking over the course of the next 50 
years, more or less, maybe we are looking toward the eventual elimina- 
tion of all duties. But such is not being proposed or advocated now 
by anybody that I know of. 

Mr. Byrnes. If you recognized that the need for duty is a mechan- 
ism to somewhat equalize competition and to enable the American 
industry to keep living with competition, then why should not you 
use it for that purpose and not then have to call upon some secondary 
device to come in to play, when your first purpose is not met? Why do 
you not make your duties do what they are intended for: namely, to 
equalize competition? If you do that, you do not need any other 
device, such as trade adjustment, because if you were to follow what 
you suggest it, would mean a very limited negotiating authority and 
power on the part of the United States. 

You see, we must balance the situation on the one hand as against 
the other. We must balance the problem of what countries abroad 
need to sell to us in order to have them earn the currency and the dol- 
lars to buy our exports—exports in many instances of items which 
they need, fundamentally, to their own economics, but which they can- 
not buy unless they have an opportunity to sell on the American mar- 
ket. It is a question of balancing this situation. 

In a sense, the general theory behind the reciprocal trade program 
has been not to lower the duty below the point where injury might 
occur. But where this policy has been followed, we find that many 
industries think they have been seriously injured or face a threat of 
injury as a result of a tariff reduction, and that is why we have the 
escape clause mechanism: in order to safeguard the situation in case 
the judgment that was made originally in reducing the tariff proves 
wrong; and that is, that injury might result. So we have an escape 
mechanism. 

Having this mechanism and proceeding on the general theory that 
you have to balance trade with your allied nations around the world, 
if you create injury, let us not reverse our position and move back 
to imposing higher duties, but let us try to adjust to the higher situa- 
tion that is caused by that original judgment which was proved wrong 
by experience. 

- Both the AFL and the CIO did oppose originally the escape clause 
and the peril-point provision. 

Mr. Rourrenserc. I will let Mr. Biemiller speak for the AFL. In 
terms of the CLO, we have always supported the escape clause. Orig- 
inally, I think it was the 80th Congress which put it into the Exten- 
sion Act. 

Mr. Byrnes. They first repealed it, and then the action was that 
both of the unions opposed it in the 80th. It is just a matter of in- 
formation. 

Mr. Rurrenserc. We can check the record for you, but it was true, 
as far as the CIO was concerned, that we never did oppose the escape 
clause. 
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Mr. Bremmer. I think you are in error, but as Mr. Ruttenberg 
said, we shall be glad to check the record. 

I do recall that at least by the 83d Congress the AFL was calling 
for strengthened escape clauses rather than doing away with them. 

Mr. Byrnes. I think that is accurate. In other words, there has 
been a little more of the recognition lately of the need of some of our 
industries that are hurt. The only thing that bothers me now is, in 
this new proposal, the dual operation, is that the suggestion now is 
that there is a very legitimate reason for this country to negotiate the 
trading away of some industry in this country for some other indus- 
try in this country; in other words, trading away an industry that 
now meets import competition, trading it away for the benefit of an 
exporting industry in this country, so “that the net effect is really to 
make a trade as far as types of employment are concerned, and you 
adjust the thing by the new technique in your trade adjustment pro- 

ram. 
. In other words, you are suggesting that we should and that it is 
legitimate to tr ade away from protection that you are giving to a 
domestic industry, even though it is going to mean some damage and 
hardship to them. Otherwise, there w vould be no necessity of imposing 
the new Trade Adjustment Act. 

Mr. Rurrensere. No, I think, Mr. Byrnes, I would like to correct 
the impression that you have created by that statement. 

This trade adjustment program is not proposed as a means of saying, 
“Let’s have further extensive reductions in duties, because we have this 
mechanism to take care of the situation.” If we were making that 
proposal to the Congress we would not suggest that it be tied to the 
escape clause mechanism as the trade adjustment program does do now. 

We would say to the Congress, “In anticipation of a 5 percent re- 
duction over the next 5 years in specific commodities, in anticipation 
of that reduction, we expect that certain injuries will occur in this 
industry, that industry, and that industry. Let’s now immediately 
spark off and start the trade adjustment program.” This would be 
the proposal we would make if what you say is the proper interpreta- 
tion of our proposal. But because we feel that you cannot do that and 
ought not to do that at this point in time, what we ought to do is to 
grant additional authority which ought to be done selectively by the 
negotiating teams and GATT; that as this occurs and if by chance the 
judgments. prove wrong, that injury does result from this, then we 
have the trade adjustment program. 

Mr. Byrnes. Thank you. 

The Cuarrman. Mr. Sadlak will inquire, gentlemen. 

Mr. Sapiak. Mr. Ruttenberg, during your trips with Mr. Biemiller, 
acting as an adviser, did you visit some plants in Europe that were 
automobile plants? 

Mr. Rutrensere. I will speak for myself. I have been to Europe 
8 or 9 times in the last 10 years, and ‘I have never made a trip to 
Europe in which I have not visited some plant or some groups of 

lants. I have visited plants in Italy, France, Germany, Holland, 
elgium, England, and the Scandinavian countries. I always make 
ita point to do so. 

When I was in Geneva, for example, at the GATT negotiations, I 
made a special trip through a watch plant. 
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Mr. Sapa. I had particular reference to automobile plants. In 
visiting automobile plants, how many automobiles did you find around 
those plants which belonged to employees? 

Mr. Rurrensere. I have visited the large Opel works in Germany 
where they employ something like 25,000 workers. It is a tremendous 
operation. I visited the Fiat operations in Italy. I think it is gen- 
erally true that you do not find what you find in this country. In 
this country you have to have tremendous parking lots to take care 
of the cars of the workers that drive to work. In Europe you need 
small parking lots to take care of the bicycles which the workers use 
to go to work. 

Mr. Saptax. In other words, the automobile workers in those coun- 
tries are still using bicycles as transportation, in contrast to the auto- 
mobile workers in this country, that own automobiles ? 

Mr. Rutrenserc. One of the reasons we are so much interested in the 
improvements in the labor standards is to enable workers throughout 
the world to maintain or to establish the kind of a standard of living 
that our unions have been successful in bringing to American workers, 

Mr. SapiaK. I go along with that, and I think Mr. Curtis will com- 
ment on that further. 

But in England, for example, from which country a great number of 
small automobiles are coming to the United States, it is my understand- 
ing that very few of the employees in the factories have automobiles. 
But I wonder about what I think is the serious effect upon the automo- 
bile industry here. 

In my viewpoint, much of the unemployment in that industry is 
attributable directly to the large import of those automobiles. 

In the United States in 1957, we produced about 6,100,000 automo- 
biles. The total imports of foreign cars were in the neighborhood of 
about 200,000 to 300,000. I think the officials of the automobile indus- 
try have estimated that perhaps in 1958 we may import as many as 
400,000 cars, and we might produce a little less than we did in 1957. 
They are now estimating about a 5.2-million-car year. So it is still 
considerably less than 10 percent of the American market that are 
being imported. 

Of course, every one of those cars which comes in mean that some 
American employees are not working to produce an American car. 
But it seems to me the tendency is toward these smaller automobiles, 
and I do not know why, when the people here want these smaller cars 
because of the parking problems, our manufacturers are making longer 
ones. 

Mr. Rorrensere. I think, Mr. Sadlak, you will find that the people 
that are buying the small cars are buying them not as a substitute for 
an American car, but as a second car in the family. This is more 
prevalent than buying it as a substitute for another car. 

I do think, though, that one of the things that will result from the 
import of more and more small cars into America—and I have heard 
Walter Reuther, the president of the Automobile Workers, say this— 
is that the American automobile manufacturers will finally get wise 
and produce their own smal] cars. 

Mr. Bremitter. In conjunction with that, Mr. Sadlak, you have 
probably taken a look at the rather amazing statistics of the percentage 
growth of the sale of Ramblers in the United States this year as 
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compared to a year ago, which I think is just further evidence of the 
statement which President Reuther has been making. 

Mr. Saptak. I hear over the radio some of those advertisements for 
Rambler as I get around in my district on Saturdays and Sundays, 
but is not that smaller car of the Rambler family made in England‘ 

Mr. Rurrenserc. The Metropolitan is the small one made in Eng- 
Jand. But the Rambler is made in this country. 

Mr. Bremitier. The Metropolitan sales jumped from 7,000 to 13,000, 
whereas Rambler sales have jumped from about 20,000 to 60,000, which 
is a rather significant figure to think about. 

May I add just one more point of which you are probably aware, 
Mr. Sadlak. “Another reason for the small cars in Europe is the 
tremendous cost of gasoline in Europe compared to the United States. 
It is impossible for even what we would call middle class people to run 
American automobiles in Europe, because of the very heavy consump- 
tion of gasoline. 

Mr. SapiaKk. Let me ask you this. In connection with this adjust- 
ment proposal which you have dwelt on at some length, do you antici- 

ate that there will be more and more unemployment in the United 
tates? 

Mr. Rourrenserc. You mean more and more unemployment result- 
ing from the duties? 

Mr. Sapuak. Yes. 

Mr. Rurrenserc. No, we do not anticipate that particularly at all. 
That is not behind the general concept here. We are saying that if 
unemployment or injury does develop as the result of the tariff pro- 
gram, then we ought to be prepared to deal with the situation posi- 
tively rather than wed ntl by reimposing the duty. That is our 
only reason for proposing this program. 

Mr. SapiaK. Let me also comment on this, Mr. Ruttenberg. In 
reply to the question put by Mr. Byrnes, I understand your colleague, 
Sol Barkin, will be here next Friday, and we will hear all about the 
textile industry. 

Mr. Rurrensere. I am sure you will, Mr. Sadlak, as you know from 
past experience. 

Mr. Sapuak. He does an excellent job. 

That is all. 

The CuarrMan. Mr. Curtis will inquire. 

Mr. Curtis. I will just direct the questions to either one of you 
gentlemen. 

One, just picking up this point that Mr. Sadlak questioned you on, 
I gathered from your testimony that you felt that as we reach the 
point where we have a relatively low tariff overall, future adjustments 
that we will make will have more impact than the adjustments that 
we have made prior. Is that not about the picture we are in? 

Mr. Rutrenserc. Yes; because, as we stated in our general state- 
ment, we are down to the point now where further cuts in duties are 
going to cause some shrinkages in the American market. 

Mr. Curtis. You would say we cannot entirely judge what we are 
going to get in the future by what we have had in the past; what 
adjustments downward we have been able to make we have been able 
to do within an area where there were higher rates to deal with. 

Mr. Rurrenserc. Yet we ought to ae it clear that, as I am sure 
you are aware, Mr. Curtis, there is large room in many commodities 
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for further reductions in duties that would not produce unemploy- 
ment or displacement of industrial enterprises in the United States. 
Therefore, we hope that the selective authority granted to the Presi- 
dent under the reciprocal trade agreements program will be utilized 
in this area more than it will be utilized in the area where you are 
down at the borderline in terms of the duty. 

Mr. Curtis. I agree with that added comment. I certainly want 
to commend both of you for the work that has been done and the 
thinking done along this line of the trade adjustment program idea. 
I know you are aware, because your statement shows it, that a lot of 
people have been thinking along these lines. It is a complicated 
subject, and here is the question I am raising: 

I would hate to see legislation enacted in this area without some 
rather adequate hearings. To be sure, you do have many proposals, 
some of which seem on their face to be good, but others of which raise 
some question, and I am sure there would be differences in your own 
group. Would you not agree that it would be a mistake for us to pass 
this legislation without holding some rather extensive hearings on it? 

Mr. Rourrenserc. I would hope that during the course of these 
hearings there would be enough people appear that you can direct the 
questions to this trade adjustment program. I would like to see you 
just invite to these hearings people to discuss this trade adjustment 
program, so that it can be considered simultaneously with the present 
extension act. 

I would like to refer you to Clare Booth Luce, for example, whose 
name we did not have included in our statement, but who has re- 
cently endorsed this whole concept. 

Mr. Curtis. I want to say I think it is very appropriate to bring 
this up at the same time, and I myself would urge that this committee 
do that. However, I do raise the question, and I think Mr. Byrnes 
has raised a proper point, that we ought to get across to you, that 
notices have been sent out on these hearings, and they are on the sub- 
ject of the President’s bill, while notices have not up to date been sent 
out on the Eberharter bill, for ideas along the lines of the suggestions 
you make of a Trade Adjustment Act. Without our actually going 
into these hearings, I would dislike to see it happen in executive ses- 
sion that we adopted a measure that is this significant without the 
background of hearings. 

This brings me back to the point Mr. Byrnes raised, that if you 
were to agree that we should not move ahead without hearings and 
careful consideration, and we did not do that, where are we when we 
decide to go ahead with this program as proposed by the President, 
without some provision along the lines of the Trade Adjustment Act, 
No. 1; and also, the second thing that I am very interested in, 
as you know, is the idea of throwing in this thought of fair labor 
standards into the picture. 

I am not trying to put you on the spot, because I will give you my 
own answer. I have voted for the extension of reciprocal trade, even 
though they did not include my amendments that I had suggested 
on fair labor standards, but because I felt that even though those 
things were very important, I still thought the other was more 
important. 

But we are here in a situation where this is getting to be a closer and 
closer case, and it would be important for this committee to know 
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what the AFL-CIO thought about a reciprocal trade extension if 
we did not get into these other matters of the trade adjustment and 
also the fair labor standards. 

Mr. Bremitier. Frankly, Mr. Curtis, we have just got to think it 
through and do the same thing you have to do. I have been up against 
the same thing, as you know. 

Mr. Curtis. I do not want to pursue it any further, but just wanted 
to bring it out. I would hope, very fenliee, that we would go into 
that at that time. We are always pressed for time as to what this 
committee does, but I do not think we are pressed for time as to 
actually when we vote out the Reciprocal Trade Act extension, as long 
as we do it at this session of Congress. 

Mr. Rurrenserc. Could I very briefly try to restate an answer to 
your question in line with what Mr. Biemiller said, Mr. Curtis? We 
feel very strongly that unless something similar to the concepts of 
trade adjustment and labor standards is incorporated as part of the 
Extension Act, opposition to the reciprocal trade program will grow; 
and the votes in the Congress for the extension of this program have 
been very.close in recent years, particularly in 1955, when it was last 
extended. We feel that in order to keep more people from drawing 
away from support for the program and to keep more unions and more 
companies from drawing away from a support of the program, you 
must have something in it which helps their problem. 

Mr. Curtis. Thank you. 

Now, I am not going to get into your proposal of this Trade Adjust- 
ment Act other than to shabe this suggestion of another possible argu- 
ment. 

You listed two inajor groups. But here is one thing I noticed which 
impresses me very much. It is again along the lines of both Mr. Sad- 
lak’s and Mr. Byrnes’ comments: That the tariff in its original concep- 
tion, at any rate—and I will grant you that tariffs have gone way 
beyond the aspect of being a differential reflecting, let us say, fair labor 
standards or any other social legislation being imposed upon our manu- 
facturers. But if it were combined with a differential, an honest 
differential, and were to go along with your suggestion or the ones I 
have proposed in amendment form, it would allow our tariff to go down 
as other countries who were exporting to it raised their labor stand- 
ards, so that that differential would reflect that. 

After having seen all the various trade barriers we have—quotas, 
licenses, double monetary systems, et cetera—I have become convinced 
that the tariff is actually the most liberal of all forms of trade barrier, 
and that it interferes the least with the judgment and operations of 
individual people. 

Now, the Trade Adjustment Act idea would be a great deal more 
restrictive. The Government would have to go in and do a lot of 
things, perform a lot of functions that would not be necessary under a 
more liberal device like a tariff, if it were confined to just expressing an 
honest economic differential. 

I just throw that out as a line of argument that comes to my mind, 
at any rate, in considering whether something like trade adjustment 
is the way to approach it, rather than using what has been demon- 
strated in the past. That was more or less of a comment. 
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The further matter I wanted again to point up was your discussion 
ot the fair labor standards, throwing that factor into the trade nego- 
tiations. I know that you are familiar with the amendment I pro- 
posed several years ago, of doing it through the tariff. I ain not 
wedded to that formula. I am trying to do exactly what you have 
expressed in here, and it may be that your method of doing it would be 
better. But that is something I am very happy that you emphasized, 
and I hope that there may be further witnesses who will start paying 
attention to this possibility of perhaps an amendment in this area. But 
I think it would probably require some hearings. 

Finally, the comment is this. I asked the previous witness, and you 
may have heard it: Is not the amount of trade that we have primarily 
based upon the strength of the various economies in the world, and 
not so much the methods they use in trading? In other words, if we 
have a strong economy and the countries that we are trading with have 
strong economies, we are going to have a pretty good trade, probably, 
no matter what sort of methods we might use in working out how we 
trade. 

Mr. Rurrenserc. Yes. But if you have two strong economies and 
a third strong economy that wants to import, from which country will 
it actually do its importing? The one with the high tariff barriers 
or the one with the low tariff barriers? 

Mr. Curtis. I will go along with you. We might get to that. All 
I am trying to emphasize is this: It seems to me that we must not 
loose sight of the essential nature of foreign trade; the strength of 
the economies involved and the methods of dealing, although signifi- 
cant, are the least important. The other is so much more important. 

I find there is a great tendency, take in our present situation, to 
overlook this. We have a decline in exports. Where did that arise? 
The methods of doing trade? No, I think it is from somewhere 
either in our country or the economies abroad. Although we may 
help in making better our methods of dealing with each other, the 
essential thing behind it is the economies. That is what I think. 

Mr. Rourrensera. I think that is true, but I think one ought to 
reemphasize the point that there is a growing pressure in the world 
markets from the Soviet Union today, and this ought to be kept in 
mind in terms of our own trade policies, more so now than ever before. 
I think the quotation Mr. Biemiller emphasized so well in the state- 
ment, of Mr. Khrushchev saying, “We declare war on you,” is a very 
powerful statement. 

Mr. Curtis. I think so, and I think we ought to accept that chal- 
lenge, because I think we can knock them out of position. 

Mr. Rurrenserc. We agree fully with you. 

The Cuarrman. We thank you gentlemen for coming to the com- 
mittee and giving us the benefit of the views of the organization you 
represent. 

The committee will recess until 2 o’clock, at which time the first 
witness will be Mr. Helfrich. 

(Thereupon, at 1:30 p. m., the committee recessed, to reconvene at 
2 p. m.) 

AFTERNOON SESSION 


After recess, the committee reconvened at 2 p. m., Hon. Cecil R. 


King presiding. 
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Mr. Kino. The first witness this afternoon is Mr. Helfrich. 
Mr. Helfrich, will you come forward and identify yourself and 
whom you represent ? 


_ STATEMENT OF KARL H. HELFRICH, PRESIDENT, THE AMERICAN 
TARIFF LEAGUE, INC., NEW YORK, N. Y. 


Mr. Hetrricu. Mr. Chairman and members of the committee, my 
name is Karl H. Helfrich, and I appear here as president of the 
American Tariff League, Inc., of 19 West 44th Street, New York City. 

Mr. Kine. Mr. Helfrich, I assume that you would desire to make 
your statement uninterrupted ¢ ’ 

Mr. Hetrricu. I would prefer to; yes, sir. 

Mr. Kine. You may proceed. 

Mr. Hetrricn. Thank you. Ai 

We all realize, I believe, that 1958 is a year of basic decision in 
the foreign trade and tariff policies of the United States. Those 
whom I represent sincerely hope that the issues involved will be set- 
tled on the true facts of economic well-being and national security, 
and not through attempts to win the argument before it starts by 
invoking misleading definitions. Terms such as “high protectionist,” 
“isolationist,” “reactionary,” “freetrader,” and “visionary” merely 
tend to confuse our thinking. Nor should any man’s patriotism be 
questioned because he may differ as to the most effective methods of 
achieving the objectives that we all desire. 

During the past year, the American Tariff League has been en- 
gaged in preparing the most complete, factual study of our country’s 
oreign trade problems and polices that we have ever attempted in the 
73 years of our existence. This publication, entitled “The United 
States in World Trade—A Contemporary Analysis and a Program 
for the Future,” is now completed and has been made available to the 
members of the Ways and Means Committee. It represents the hard 
work of many people, both lay and professional. We have had the 
benefit of the resource files and staff assistance of numerous organiza- 
tions and corporations with long experience in this general field. We 
believe it to be the first time that data of this scope have been brought 
together at one point. 

n the basis of this study, certain conclusions emerged which led to 
13 specific recommendations that were adopted in principle by the 
members of the American Tariff League at their annual meeting in 
New York on October 30 last. This study likewise serves as authority 
for the statements that I make here today. 

Those who favor H. R. 10368, calling for a 5-year extension of the 
Trade Agreements Act, including further tariff cutting powers in the 
hands of the administration, rely principally on four major argu- 
ments: 

1. The administration needs these further powers to bargain for 
reduction in the restrictions levied against American exports abroad ; 
3. We must buy more from abroad so they can buy more from us; 

3. More American jobs are created by our exports than are destroyed 
by our imports; and 

4. Increased trade with friendly foreign nations is necessary to win 
the economic phase of the cold war with Russia and her satellite 
countries. 
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I would like to comment briefly on each of these four points. 

1. Restrictions levied against American exports abroad: Ever since 
1934 it has always been a principal objective of the Trade Agreements 
Act that other nations remove their barriers against United States 
goods. The act was specifically “for the purpose of expanding for- 
eign markets for the products of the United States.” Yet the record 
shows that the barriers foreign nations raise against our goods 
have increased on a vast scale, computed either by numbers of coun- 
tries or by types of restrictive practices used. It is very difficult indeed 
to secure complete statistical data on this subject, but the following 
table is a partial listing of the 16 principal restrictions found abroad 
and the number of countries identified as using them. 


Major nontariff impediments to the flow of trade and capital imposed by 89 
foreign nations—a partial list 


Countries 
nnn SII ak ee ok ho 13 
I i et neue 33 
hc nied ioe 9 
Existence of blocked nonresident accounts__......-..-..._..---_-----_--- 10 
ee Sate or ere oe Se TT At Sod Seek me 46 
Forced exchange of payments received in foreign currency___------------ 47 
I an a a Ea i ek a Sie 62 
IS oes scnenemiceaelilinh nits ci mriirepenen vin 9 
ees Gueres (Ouner COON AETICEILOTAl ) ... ~~ en neni neon 8 
Ne cree al oeies raaresmerasge wena cvercrsuamahe mics 23 
nnn IIIS 2c Oe Se 21 
Restrictions on incoming capital movement_____--_--------------------- 28 
Restrictions on outgoing capital movement.___..._...._._._.-._.--___-_- 36 
Restrictions on payments for invisible imports___._________-__-_-___------ 45 
cas bares eenahcegensarevem ceoneoasleeena aes denies gieion 13 


In addition to the above, we have found 20 other restrictive prac- 
tices the use of which has been documented in the case of one or more 
countries. 

These latter restrictions, and those listed in the table, are frequently 
used in combination. 

The growth of these practices has been occasioned by various fac- 
tors: the creation of new nations that never before existed and their 
desire to secure economic as well as political independence; the shifts 
taking place in many parts of the world from an agrarian to an 
industrial economy ; and the upheavals and destruction caused by the 
fighting of a world war. We have no quarrel with these reasons. 

The important point today, however, is the fact that the operation 
of the Trade Agreements Act has not lowered these barriers; they 
have increased in spite of it. Nor have we basis for believing that the 
act would be any more successful if extended again. 

While tariffs are perhaps the least important of the restrictions 
which foreign nations impose on United States exports, the facts 
reveal that even the tariffs are not established on a reciprocal basis. 
The following table shows the ratio of customs duties collected to the 
value of imports for the United States and some of her industrial 
competitors. 


Duties-to-imports ratios, selected countries, year 1955 


Percent 
I i a a esc caiheenal 5.4 
Nee a aries cea des ea mi oan gene avnn anaes ib eandinaeereribee 7.4 
REN dh den ght Lids, diets dees tela nla cts deta Shek wnt Wis bam eeduttead 9.0 
I  reniencndcwetins em tr edlennim a Le ee 25.3 
re a 5 cecraenris sone aepidinp indicia atbeahaenetsant 30. 4 
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Additional comparative data show that United States tariffs are 
already lower than those of any other major industrial nation in the 
world, with the exception of Japan. In 1955 a comparison of the 
average tariff rates of 36 countries of the world showed only 7 
nations, accounting for only 13 percent of United States total foreign 
trade, with tariffs lower than ours, while 28 had higher rates. 

The average ratio of customs collected to the value of imports for 
all 36 countries was 15; for the United States it was 5.4. The average 
ratio of those countries with higher tariffs than the United States was 
18.1—235 percent above the figure for the United States—while the 
average of those countries with lower tariffs was 3.9—only 28 percent 
below the United States figure. 

What has been the general trend of tariff rates during the past 
existence of the Trade Agreements Act ? 

We have computed the relative tariff levels in 36 countries for 1937 
and 1955. The figures show that a majority of the countries studied 
reduced their tariff levels in this 18-year interval, but the United 
States reduced its duty level seniestlekity more than did most of the 
others. The United Kingdom and France actually increased their 
levels by 43 percent and 37 percent, respectively. Canada reduced 
hers by 13 percent, Italy by 24 percent, Switzerland by 34 percent, and 
Japan by 39 percent, but the United States reduced hers by 66 percent. 
During this period only Venezuela, West Germany, Argentina, Swe- 
den, and Brazil cut their levels to a greater degree, and all of these 
countries had much higher levels than ours to start with in 1937. 

The Trade Agreements Act has not achieved true reciprocity in its 
avowed purpose of reducing tariff levels, nor is there cause to think 
that it would do so in the future. 

There is much current discussion about the rapid development of 
the common market movement abroad, as it will be set up by the six 
countries comprising the European Economic Community. This 
European common market is to be formed on a gradual basis, the end 
result being the elimination of tariffs among the six member nations— 
Belgium, France, Italy, Luxembourg, Netherlands, and West Germany. 
But retention of tariffs and other regulatory measures against non- 
European Economic Community nations is the premise upon which 
the market is founded. 

Member countries having individual tariffs higher than the average 
for the community would correspondingly lower such rates toward 
outside countries, but member countries with individual rates lower 
than the average for the community would raise such rates toward 
outside nations. 

A question difficult to resolve is whether such discrimination will, in 
practice, militate chiefly against the commerce of the United States. 

As our league’s study states: 

Insofar as the movement strengthens the economies and defense potentialities 
of these European countries * * * the United States will benefit. If it results in 
vse agen living standards of the European peoples, the United States can only 
a aud. 

PRide by side with these possible long-range benefits, the common market trend 
creates immediate, disturbing problems for the United States. Such a market 
is inherently discriminatory against United States trade, not necessarily by 
design, certainly not from malice, but because of the economic forces it unleashes. 


Its earliest likely effect for the United States will be a loss of a sub- 
stantial portion of the European market for many American exports, 


ee NO 
a nt ae 
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particularly manufactured products. European productivity is in- 
creasing rapidly, at an average rate of more than 4 percent a year 
between 1950 and 1955. This is much faster than any previous Euro- 
pean growth rate, and faster even than the 3 percent average annual 
growth, long term, of United States industrial productivity. 

Western Burope’s booming industrial plant already poses a serious challenge 
to United States supremacy in world trade. This challenge will mount in the 
years just ahead. 

Moreover, the European common market concept is stimulating 
similar proposals in other areas of the world, namely, South America, 
Central America, northern Europe—Finland, Sweden, Norway, and 
Denmark—and the Far East. 

The basic principle behind such common markets is to place a com- 
mon barrier against goods from outside the geographical area. As Dr. 
F. Mikesell, professor of economics at the University of Oregon, has 
commented : 

First of all it must be recognized that by their very nature these arrangements 
will result in increased discrimination against United States exports. 

We submit that on the basis of the past performance of our trade 
agreements procedure, and in the face of the tremendously powerful 
economic forces referred to above, it is not logical to place our faith 
in a further renewal of the Trade Agreements Act, nor in the further 
drastic cutting of our tariffs. 

2. We must buy more abroad so they can buy more from us: This is 
the old familiar story of the dollar gap. It is our contention that 
foreign nations will buy from us when they have need of the goods 
in question and when our quality, prices, and terms are competitivel 
attractive, just as we will import those goods that we want and whic 
are not otherwise available here. This is just good, common business 
sense. But returning to the dollar gap, permit me to quote from a 
recent speech given by Dr. Lewis "thea economist of the Dow 


Chemical Co., before the Hardwood Plywood Institute in Washing- 
ton: 


Examination shows that those who become alarmed about the dollar gap are 
looking at only part of the picture—they are ignoring some important facts. 
The so-called dollar gap refers only to the balance between exported goods and 
imported goods. It ignores the dollars which foreigners get from services 
which they sell to us, such as shipping, from tourism, from foreign investments, 
and from our foreign aid program. 

When these other factors are taken into account, the balance of payments 
between the United States and other countries shows that foreign nationals have 
been increasing their dollar credits by 1 to 2 billion dollars a year for the past 
10 years. 

The problem is not that there is a shortage of dollars abroad, but rather that 
most countries prefer to use the dollars they have for other uses than the 
purchases of United States merchandise. Foreign nations hoard dollars to 
stabilize their own currency or for use as exchange with other nations. For 
example, Brazil, which earns huge dollar credits through sales of coffee in this 
country, prefers to spend them in Europe where manufactured goods can be 
bought more cheaply. 

In the past 10 years foreign nations have increased their dollar holdings until 
they now have claims on more than two-thirds of our total gold reserve. Asa 
result, we are now in a very vulnerable position with respect to our money 
credit system. 


In the light of these statements, it would not appear necessary to 
renew the Trade Agreements Act so that other nations could sell more 
to us and, hence, buy more from us. 
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3. More American jobs are created by our exports than are de- 
stroyed by our imports: Various figures have been published, and 
some of them already presented to this committee regarding the num- 
ber of American jobs bsetaunt upon our foreign trade, and the num- 
ber of jobs lost shreeiats the competition of imports. We know from 
experience and considerable effort how difficult it is to develop reliable 
statistics in this field. : ; 

For example, the Committee for a National Trade Policy estimates 
that if all our tariffs were eliminated, only about 200,000 workers 
would have to be relocated in other industries. But the American 
working farm population, which numbers about 7.2 million, operates 
in a domestic market which for the most part is protected against 
imports. If this market were opened to foreign competition, it is 
reasonable to expect that a substantial drop in farm employment would 
result. Add to this the lists of those who have lost jobs because of the 
competition of lower foreign labor costs in the fields of textiles, 
ceramics, textile machinery, plywood, cordage, heavy electrical equip- 
ment, commercial fishing, to name but a few. These considerations 
make the quoted figure of 200,000 jobs at stake look highly debatable. 

Administration spokesmen have stated that 4,500,000 American 
jobs are dependent on foreign trade. We recall that the Randall Com- 
mission set the figure at 4.3 million in terms of 1952 foreign trade. 
The current 4.5 figure is presumably linked to 1956 foreign trade vol- 
ume. But we know that in that period the total volume of our foreign 
trade increased from $26 billion to an estimated $32 billion. Thus 
a 23-percent rise in foreign trade apparently produced less than a 5- 
percent rise in jobs. 

The American Tariff League, in its study, freely admits that many 
of our workers depend on exports for their employment, and that 
conversely many jobs can be and have been lost here due to the inroads 
of imports produced with cheap foreign labor. 

But the point at issue is what would H. R. 10368 do to improve this 
overall situation ? 

Our economy is not strengthened in any real sense by the creation of 
of job at one point through the destruction of a job at another. Fur- 
thermore, it is our fear that the proposed measure would destroy more 
jobs than it would create, and at a time when employment in general 
is on the decline. 

4. Increased trade with friendly nations is necessary to win the 
economic phase of the cold war. We recognize the great importance 
of a strong, healthy economy among the friendly nations of the free 
world. Such strength is necessary not only to enable these countries 
to help shoulder their fair share of the armament burden, but also to 
avoid those conditions of living which tend to nourish the seeds of 
communism from within. 

One of our major, positive proposals, referred to later in this state- 
ment, is specifically intended to encourage our friends abroad to 
strengthen their internal buying power, and to increase the scope and 
depth of their own markets. 

ut the most important stone in the economic arch of the free world 

is the economic well-being of the United States. If our economy 

ee falters, if our strength is unduly sapped, the cold war will 
e lost. 
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Production is basically more important than foreign trade as such. 
Nevertheless foreign trade should be encouraged—the kind of foreign 
trade that arises naturally between a willing buyer and a willing 
seller—the kind of trade that benefits both and injures neither. We 
should continue to import those articles of commerce that we want and 
that we neither grow nor produce here. As our need increases, the 
volume will rise. Such articles primarily enter our country duty free. 

Conversely, and with all the salesmanship for which our business- 
men are noted, we will endeavor to dramatize the advantages of our 
products to our foreign customers, and, if the advantages exist, they 
will buy. If the advantages are nonexistent, or if our customers 
desire to develop their own productive plant, they won’t buy. It is not 
necessary to renew the Trade Agreements Act to promote business of 
this mutually advantageous nature. 

But if we import products which are comparable, produced in 
ample abundance here, and American workmen are displaced, not 
because they are inefficient, not because the quality of their work is 
poorer, but merely because their foreign counterparts have a lower 
standard of living and receive lower wages, then we are weakening 
our economy at a most critical time in our history. 

In our zest to export goods, let us make sure that we do not export 
jobs. And in our rightful zeal to combat communism outside our 

rders, let us make sure that we do not induce unemployment here 
which nurtures communism within. 

Up to this point my testimony has primarily been directed to rea- 
sons why the Trade Agreements Act, with its further tariff cuttin 
powers, should not be renewed. You have a right to ask, and I shal 
now endeavor to set forth, what in the way of positive action do the 
members of the American Tariff League favor. 

In our Tariff League factual study, completed during the past year 
and to which I have referred, there is a section entitled “Conclusions 
and Recommendations,” covering passe 105 through 111, inclusive. 
It is my purpose now to briefly highlight these recommendations, but 
I respectfully ask permission of the chairman to include these seven 
pages as part of this statement and as part of the official record 
of this hearing, at the conclusion of this statement. 

Mr. Kine. Without objection, Mr. Helfrich, that will be inserted. 

Mr. Hetrricu. Thank you. 

As I have previously said, there are 13 recommendations in all, but 
I intend to comment on 6, and of these, to emphasize 3. 

Recommendation No. 1: The Tariff Commission, properly aug- 
mented with adequate staff, should prepare a comprehensive revision of 
our entire tariff and foreign trade regulatory structure. Since such 
a task was last undertaken in 1930, whole new industries have been 
born and hundreds of new products have been perfected. Our tariff 
classifications and definitions are sadly out of line. 

It is encouraging to know that this huge but important task is being 
undertaken by the Commission. Such a modernization could be of far 
greater benefit to many other countries than a continuation of our 

resent rates and classifications. Our present policy is to apply each 
Enited States tariff rate to the pertinent product from a particular 
friendly country. A rate reduced by such agreement is then applied 
by the most-favored-nation clause to all other friendly nations, 
whether or not they have made reciprocal concessions on our exports. 
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Such a generalized reduction accentuates the advantage which a low- 
wage-cost country has over a higher-wage-cost country in entering the 
American market. 

Recommendation No. 2: We recommend that, in furtherance of a fair 
tariff structure, consideration should be given to the institution by the 
United States of an incentive, or sliding scale, tariff system which 
would recognize and reward any foreign country which improves its 
living standards or wages for its workers. 

In practice, such a system would permit the reduction of United 
States duties below our Lacie rates, for any item originating in a coun- 
try in which the workers producing the item have been paid increased 
wages. For countries contiguous to the United States, such as Canada, 
this system, over a period of time, could result in a North American 
common market. e time might come when a common border, now 
free of troops, would also be free of customs men. 

Recommendation No. 4: The Tariff Commission, as an agent of Con- 
gress, should have the task of classifying and defining items, and as- 
signing them to the dutiable and free lists, and designating rates of 
duty or quotas for them, all in accordance with basic standards set by 
Congress. 

Such determinations, which could be announced in a series of major 
groupings over a period of time, could become effective, group by 
group, after the running of a 90-day period unless Congress directed 
otherwise as to the group, or to any individual item, on its own 
initiative or on request from the President. 

These, gentlemen, are our principal recommendations. I would 
like to refer in passing to three more which are definitely a part of 
the program. 

Recommendation No, 7: We suggest that provision should be made 
for the use of the tariff to meet special situations: 

a. To prevent dumping. 

b. To offset the use of foreign bounty or subsidy on exports to the 
United States. 

ce. Asa penalty for other unfair import practices. 

Recommendation No. 8: We recommend that, when tariffs are not 
an adequate or effective mechanism for regulating our foreign com- 
merce, quotas of a suitable nature should be employed to cover the 
following situations: 

a. A general or emergency situation in which a tariff rate, or a 
modification of a tariff rate, would be ineffective or inapproriate. 

b. The furtherance of governmental programs for agricultural 
products. 

c. To safeguard producers’ organizations’ research programs, and 
workers’ skills immediately or potentially important to national de- 
fense or security. 

d. Tocounter effectively unfair practices of a particular country. 

Recommendation No. 13: Because of a rapidly changing economic 
world picture for which insufficient data exist, we propose that there 
be created a special United States commission to prepare a report on 
foreign restrictions against American exports or investments abroad, 
and problems likely to arise from the common market areas. Such a 
commission should have the form and stature of the Hoover Commis- 
sion, and a principal objective should also be to study how our tariff 
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and foreign trade laws can be administered so as to raise the standard 
of living and improve the economic climate throughout the world. 

We are sincerely convinced that such a program, administered 
within the framework set by Congress and under the ultimate control 
of Congress, would provide us with a body of tariff rates and foreign 
trade regulations that would be attuned to modern industrial and 
technological development ; it would be fair to those nations who stand 
with us in the cold war because it would be flexibly adjusted to en- 
courage and reward their own efforts to raise their levels of wages, 
improve heir standards of living, and broaden their own internal 
markets; and, most important of all, it would prevent the deterioration 
of our own national economy, which is fundamental to the success of 
the whole free world. It would not protect inefficiency, indolence, or 
lack of imagination because these should not be protected. It would 
merely compensate for the difference between higher labor costs here 
and lower labor costs abroad in the production, with equal efficiency, 
of comparable articles. 

(7-page Conclusions and Recommendations follow :) 


CONCLUSIONS AND RECOMMENDATIONS 


The American Tariff League’s conclusions and recommendations are made 
in the light of experience and today’s conditions. While Americans are faced 
with a divided world, it is a dynamic world. We observe: 

Rapidly changing patterns of global trade. 

Growing responsibility of the United States in maintaining free-nation 
strength. 

A growth in the number of nations and of economic self-determinism 
abroad, abetted by a new arsenal of trade restrictions. 

A new movement toward the creation of vast regional trading blocs, 
such as the European Economic Community. 


SECTION 1. CONCLUSIONS OF THE RESEARCH STUDY 


Today’s world is at comparative peace after 11 of the last 18 years have been 
consumed with war or reconstruction from war. The world is today only be- 
ginning to adjust to the new economic dynamics which face it. 

As we arrive at the turning point in our Nation’s foreign economic policies, 
let us review the experience of over 20 years’ operations under the present 
foreign trade policy of the United States. 

The evidence demonstrates that: 

1. The trade agreements program has not played any substantial part in 
economic recovery from the depression or in subsequent economic develop- 
ments. These have come more from basic dynamics stemming from other 
elements such as peace, new markets, new products, an upsurge of popu- 
lation and increase in personal purchasing power. 

2. Our own tariffs have been reduced by as much as two-thirds. The 
United States now has the least restrictive trade policy of any major trad- 
ing nation. 

8. Over the years our tariff structure has become a complete hodepodge. 
An entirely fresh appraisal is necessary. 

4. In an effort to expand a program designed in 1934, the State Depart- 
ment has been a primary agent in the creation of a vast complex of multi- 
lateral arrangements—especially the General Agreement on Tariffs and Trade 
or GATT. This ambitious undertaking has failed of its objective and is 
already rapidly becoming outmoded by the trends toward economic nation- 
alism, preferential trading areas and common pooled markets. 

5. Harm has been wrought upon many United States industries by em- 
phasizing our present foreign policy objective to the detriment of the eco- 
nomic well-being of the country. 

6. These industries have been required to bear an abnormal share of the 
cost of furthering overall foreign policy objectives. In effect, some appear 
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to have been considered as expendable instruments in the battle of world 
power dynamics. 

7. Industries essential to our defense mobilization base have been weak- 
ened through the loss of important segments of their peacetime domestic 
markets. 

8. The basic wage gap between American and foreign producers remains 
substantial. This wage gap, in general, is not offset in American industry 
by higher productivity. And the gap between American and foreign pro- 
ductivity is being whittled down substantially. 

9. Reciprocity, the basis for the original Cordell Hull policy, has not 
been achieved. Foreign markets for American goods have been artificially 
expanded by military and economic aid, and currently are being sustained 
in great measure by private investment abroad and foreign earnings of 
dollars through tourism and other services they provide such as insurance 
and transportation. 

10. Uncertainty of United States business conditions and some deteriora- 
tion, particularly in industries affected by imports, give cause for national 
concern. 

Faced with these realities, this is the moment for our Nation to take stock, 
and plan ahead. In making these recommendations we have One prime ob- 
jective in mind—to make tariffs a function related to the country’s needs and 
not a pawn of international politics. 


The tariff and politics 


Our foreign trade policies must be wisely adopted, effectively and impartially 
administered, and governed by the rule of law. The jobs of American workers 
and the investments of Americans in industry and agriculture must not hinge 
on expediency. Our tariffs must not be a political football. 

The desire of Congress to delegate responsibility in this field is quite un- 
derstandable. The current basic law, the Tariff Act of 1930, monopolized the 
attention of Congress for 18 months prior to its enactment. Yet, Congress has 
found increasing difficulty in obtaining, in practice, the type of administration 
of tariff policy which it expected to receive when it delegated authority to the 
executive branch. In recent instances, only by a strong show of intent to recover 
its basic power to set tariffs and impose quotas has Congress moved the executive 
branch to invoke safeguards for a few of the many American producers injured 
through injudicious commitments to other countries. 

Senator Arthur Watkins of Utah has said of the present law and its op- 
erations: 

“On a couple of these occasions I made the statement that with the passage 
of the Reciprocal Trade Agreements Act of 1934, the Congress began the grad- 
ual disintegration of its control, except in theory, over the tariffmaking pro- 
cedure. This is still my opinion and firm conviction. 

“* * * This record has convinced me that the executive branch has con- 
sistently let other considerations dominate the intent the Congress had ex- 
pressed in enacting the escape-clause branch to grant relief to domestic 
mechanism to be used by the executive branch to grant relief to domestic 
industries who could convince an expert and impartial Tariff Commission that 
they had been injured by the excessive importation of competing commodities.” 

Senator John F. Kennedy of Massachusetts recently said of this escape clause 
record: 

“* * * as far as providing relief for affected industries it has been of very 
little utility.” 

There has been growing a trend toward temporizing with domestic industry’s 
attempts to follow normal channels of relief provided by Congress, and, instead, 
offering remedies outside the foreign trade statutes, rather than a forthright 
utilization of their safeguards. These remedies have taken the form of stock- 
piling, barter arrangements and voluntary restrictions on imports that are 
causing injury to domestic producers and workers. 

While such remedies, insofar as they are effective, are welcomed by the in- 
jured industries, use of them by the Executive as a substitute for the channels 
of relief provided by Congress carries the implication that recourse to those 
channels is likely to be unavailing for any applicant industry. 

Even within his delegated authority the President has complete discretion to 
ignore or modify Tariff Commission recommendations for the relief of an injured 
industry. He may reject such a recommendation on the simple ground that 
making it effective would displease a friendly foreign nation. Or he may, as has 
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been done, dispute the Commission’s reasons for a recommendation, and reject 
it on economic findings of his own. 

Some course must be found that will provide effective safeguards to which 
American producers and workers can have recoursewith a reasonable assur- 
ance of forthright action if they establish their claims, while at the same time 
Congress is not burdened with individual cases. 

This league favors policies which will lead to unity and cohesion in the free 
world. We also believe that our foreign policy should be so carried out as to 
be consistent with our domestic policy. We do not believe Congress intended that 
the policies it established for safeguarding our domestic industries and the in- 
dustrial base they form should be disregarded in the interest of certain portions 
of our foreign policy. We do not believe Congress intended that modest numbers 
of our citizens engaged in specific industries should sacrifice their very livelihoods 
by being denied relief in order to foster certain foreign policies. 

Congress should also consider wholly new methods for safeguarding the 
American exporter and the American who manufactures or trades abroad. 

A strong United States is essential to all our foreign trade and tariff policy 
considerations. This strength should not be sacrificed for the short-range in- 
terests of others; for it is upon that very strength that almost the entire defense 
competence of our friends and our allies rests. 


Needed—a new law 


We therefore propose a wholly new basic tarifflaw. Our proposal is designed 
to provide for fair, impartial, and effective administration of our tariff and 
foreign trade laws. It is further designed as an incentive to all countries to 
strengthen their economies and raise the living standards of their citizens, 
without interfering with their internal affairs. 

The league recommends a thorough overhaul of our national tariff and for- 
eign trade regulatory structure. 

The tariff rates, free list designations, categories, and definitions of import 
items in the 28-year-old Tariff Act of 1980 underlie all changes made since. 
Subsequent trade agreements, escape clause actions, and other administrative 
changes have all been temporary modifications of these basic elements. 

Many new products have entered commerce since 1930 and there have been 
changes in the form and uses of older products. Relative values of national 
currencies, and relative wage rates and productivity here and abroad, have 
shifted. New countries and combinations of countries, new sources of raw, 
semifinished, and finished products have appeared, altering the patterns and 
composition of world trade. And the immediate future will compound these 
complexities. 

No tinkering with this or that rate on an imported product will bring our 
chaotic tariff structure up to date. What is needed is a fresh approach to rates, 
classifications, and definitions that will take into account these fundamental 
changes. 

SECTION 2. RECOMMENDATIONS BASED ON THE STUDY 


It is on the basis of the preceding broad considerations that the following 
recommendates are made. 


Recommendation No. 1 


We recommend that the Tariff Commission prepare a comprehensive revision 
of our entire tariff and foreign trade regulatory structure. 

Such a comprehensive revision of our basic tariff structure would, of course, 
cut across the negotiated modifications of rates made with other countries in 
our bilateral trade agreements or under multilateral agreements such as GATT, 
and might be taken as an excuse, under GATT rules, for other countries to 
make compensatory readjustments in their rates on our goods. 

In such a situation the United States should take a firm, but friendly course. 
The need of a basic revision of our antiquated tariff structure should be con- 
trolling; GATT would prove itself rigid, reactionary, and obstructive if it stood 
in the way of a revision justified by current conditions and the progress of the 
arts, technology, and industry. The United States should explain to other 
countries our position, and give ample advance notice of the changes to be 
effected, but we should not falter in our determinatiton to modernize our 
tariff structure. 

Revision could benefit other countries.—Such a modernization could be of far 
greater benefit to other countries than a continuation of our present rates and 
lassifications. Our present policy is to apply each United States tariff rate to 
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the pertinent product from any friendly country. A rate reduced in a trade 
agreement is thus “generalized” to all such countries, whether or not they 
have trade agreements with us, or whether or not they have made any recipro- 
cal concessions on our experts. A “generalized” reduction accentuates the ad- 
vantage which a low-wage-cost country has over a high-wage-cost country in 
entering the American market. 


Recommendation No. 2 

We recommend that, in furtherance of a fair tariff structure, consideration 
should be given to the institution by the United States of an incentive, or sliding 
scale, tariff system which would recognize and reward any foreign country 
which improves its living standards or wages for its workers. 

In practice, such a system would permit the reduction of United States duties 
below our basic rate, for any item originating in a country in which the workers 
producing the item have been paid increased wages. For countries contiguous 
to the United States, such as Canada, this system, over a period of time, could 
result in a North American common market. Special situations such as Common- 
wealth preferences and trade in agricultural products might have to be resolved, 
but the time might come when a common border, now free of troops, would also 
be free of customs men. 

This recommendation involves a major tariff policy change. Congress might 
wish to create a special study group to determine the feasibility of a sliding seale 
tariff as above outlined, and to make recommendations as to legislative and 
administrative changes necessary. 

Authoritative body of experts.—Congress should not be burdened with the 
minutiae of classification, definition, or rate setting, although, under the Constitu- 
tion, it must always have the primary responsiblity for determining policy. The 
detailed work should be performed, according to congressional standards and 
directives, by a body of experts responsible to Congress. 

The United States Tariff Commission is today such a body of experts, but it 
does not have the power to change clasifications, definitions or rates. It may 
recommend rate changes and quotas within limits set by Congress, but either the 
President must proclaim them, or Congress enact them, to make them effective. 

Most Federal regulatory commissions have an uneven number of commissioners 
in order to avoid tie votes. The Tariff Commission is different; it has 6 com- 
missioners, not more than 3 of which, by law, must be of the same political party. 

The time has come to widen the responsibilities of the Tariff Commission. 
Hence, we make the four following recommendations: 


Recommendation No. 3 


The Tariff Commission should be increased from its present 6 commissioners 
to 7 Commissioners. They should serve for 7 years instead of the present 6 
years. The President should appoint the Commissioners as now with the advice 
and consent of the Senate. 

If such a change is adopted, the present Commissioners should serve out their 
terms and should be eligible for reappointment. 


Recommendation No. 4 


The Tariff Commission, as an agent of Congress, should have the task of classi- 
fying and defining items, and assigning them to the dutiable and free lists, and 
designating rates of duty, or quotas for them, all in accordance with basic 
standards set by Congress. 

Such determinations, which could be announced in a series of major group- 
ings over a period of time, could become effective, group by group, after the 
running of a 90-day period, unless Congress directed otherwise as to the group, 
or to any individual item, on its own initiative or on request from the President. 


Recommendation No. 5 

In making its determinations the Tariff Commission should enlist the advice of 
various executive departments and agencies having competencies in the matters 
that go into such determinations, such as: the Departments of Commerce, 


Treasury, Agriculture, Interior, Labor, Defense, and State. The Commission 
should seek the advice of domestic agriculture, industry, and labor. 


Recommendation No. 6 


To assure the creation of an authoritative Tariff Commission, the Commis- 
sioners and staff should receive compensation that will attract and hold per- 
sons of a high level of competence. The Commission staff should be increased 
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by the hiring of new personnel, the use of outside expert consultants and the 
transfer of persons from other Government offices which are currently dupli- 
cating or overlapping some of the Tariff Commission activities. 

Underlying consideration in revising rates.—The Tariff Commission, in mak- 
ing a determination that an imported item should or should not be dutiable 
or subject to a quota, should consider the following factors: 

(a) The competitive domestic product, or the organization producing it, 
or the skills of the workers producing it, are important to the economy of the 
United States, or of specific areas within the Nation. Diversification of indus- 
try and agriculture, employment opportunities, encouragement of technological 
research, and present or planned capital investment and expansion are impor- 
tant related elements. 

(b) The product, the producing organizations, or workers’ skills are impor- 
tant to our national security or defense. 

(c) Regulation of imports is necessary to prevent fostering a foreign mo- 
nopoly, or an undue foreign share, of the domestic market for a particular im- 
ported item. Conversely, a tariff rate should not be set so high as to create 
a monopoly for a domestic product, or to preserve productive inefficiency. 

(ad) Differentials between foreign and domestic wage levels for an item 
should be offset to insure fair price competition between foreign and domestic 
products. Relative productivity here and abroad should be taken into consid- 
eration. 

The foregoing determinations would result in basic rates of duty (or free list 
classification) for imported items for the general purposes to be served under 
a national tariff policy. 


Recommendation No. 7 


In addition, we recommend that special provision should be made for the 
use of the tariff to met special situations: 

(a) To prevent dumping. 

(b) To offset the use of foreign bounty or subsidy on exports to the United 
States. 

(c) Asa penalty for other unfair import practices. 

Special considerations—import quotas.—Under certain circumstances, and in 
connection with certain products, tariffs may be ineffective in regulating im- 
ports. In such cases recourse may be had to import quotas, either tariff quotas 
or absolute quotas, including seasonal quotas of either kind, world quotas or 
quotas related to the products of certain countries. 


Recommendation No. 8 


We recommend that, when tariffs are not an adequate or effective mechanism 
for regulating our foreign commerce, quotas as described above be employed. 

In the use of such quotas, provision should be made to cover the following 
situations: 

(a) A general or emergency situation in which a tariff rate, or a modification 
of a tariff rate, would be ineffective or inappropriate. 

(6) In furtherance of governmental programs for agricultural products. 

(c) To safeguard producers organizations, research programs, and workers’ 
skills immediately or potentially important to national defense or security. 

(d) To counter effectively unfair practices of a particular country. 

Special considerations—Government procurement policy.—In the expenditure 
of taxpayers’ money for materials, equipment and services, the United States 
Government should favor domestic sources in the interest of fostering the dis- 
covery and utilization of natural resources, and furthering research, production 
techniques and workers’ skills useful to the Nation’s economy and defense. 

Kinds of Tariff: Customs Valuations.—Historically the United States has used 
two kinds of tariffs, or a combination of them: 

(a) Ad valorem—This type of duty is expressed as a percentage of value. 
Example—a 10 percent ad valorem rate would amount to 10 cents on an item 
valued at $1, and to 5 cents on one valued at 50 cents. 

(b) Specific—This type of duty is expressed in dollars and cents per unit 
of quantity, weight, or other measure. Example—10 cents per gallon. Each 
gallon is assessed a duty of 10 cents, irrespective of value. 

(c) Compound or mixed—This type of duty combines the ad valorem and 
specific. Example—20 percent ad valorem, plus 5 cents per square yard. 

In a period of price inflation, which we have been experiencing here and 
abroad in recent decades and which appears likely to continue, the ad valorem 
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duty keeps pace with rising unit prices of imports, whereas the specific rate 
works out to a reduced protective level. Example—An import valued at $1 per 
ton in 1937, now is valued at $3. If the duty is 10 percent, ad valorem, the 
resultant assessment on a ton would have been 10 cents in 1937, and 30 cents in 
1957, each the same ratio of duty to cost. If the specific duty is 10 cents per 
ton, it would have amounted to 10 percent in 1937, and only 3% percent in 1957. 


Recommendation No. 9 


We recommend that the Tariff Commission conduct a special study to de- 
termine whether it would be advisable to rely principally on ad valorem rather 
than specific duties in order to recognize the inflationary trend. 

Of course, in cases where ad valorem duties might be inappropriate, specific 
or compound duties should still be used. 

The effective level of an ad valorem duty depends upon the method of valuation 
upon which it is based. Today, the United States employs many valuation 
bases: Foreign value, export value, United States value, constructed value, cost 
of production, and American selling price. Many countries use a landed or 
e. i. f. (cost, insurance, and freight) value, whereas our value bases, except for 
American selling price, are attempts to approximate the f. o. b. (freight on board), 
home country value. 

Any effort to simplify this multibased valuation policy runs into this snag— 
a change in a base means a change in the effective level of an ad valorem duty. 
Hence, domestic producers are naturally reluctant to see the historical valuation 
bases changed. 


Recommendation No. 10 


We recommend that any reduction or increase in the effective level of a duty, 
due to the consolidation or simplification of the valuation bases, should be com- 
pensated for by an increase or decrease in the ad valorem rates affected. 

Flexibility to match changing conditions.—The only assurance that a tariff 
system will keep abreast of economic, technological, and other changes, is to 
provide for flexibility in the classification and definition of imported items and 
the setting of tariff levels or quotas thereon. 


Recommendation No. 11 


Specifically we recommend that the Tariff Commission should keep all items 
under review and, from time to time, make the adjustments or modifications nec- 
essary to meet the changing situations. 

In this review the time intervals should be sufficiently long so as to keep 
market conditions as stable as possible. 

Provision should be made for groups affected by import classifications, defini- 
tions, rates, and quotas to apply for emergency remedy at any time. It should 
be recognized that in many of the emergency cases, time will be of the essence; 
and in the cases of emergencies of this type, there should be provision for im- 
mediate hearings and speedy remedial action. 

International aspects——A thoroughgoing revision of the United States tariff 
structure would, as heretofore stated, conflict with our trade agreement com- 
mitments, if not immediately, in the future as new rates of duty became effective. 

In order to make the transition as orderly as possible, the United States 
should serve notice on all other countries that it is engaged in a general revision 
of rates of duty, but that, until an individual rate is changed, the current rate 
under a pertinent trade agreement will continue. Such continuation would, of 
course, be subject to emergency escape clause action provided for in our 
agreements. 

Such notice should be accompanied by notice of intention on the part of the 
United States to substitute a different international approach on tariff and 
trade problems than that provided in the General Agreement on Tariffs and 
Trade. The various changes noted in the foregoing study which makes GATT 
anachronistic today, and the forthcoming ones, such as the Huropean Economic 
Community and other proposed market and free trade areas, are ample reason 
for taking this forthright step. 

If the basic change suggested in these recommendations is followed by Con- 
gress, the multilateral trade agreements approach followed under GATT would 
necessarily atrophy. Under these circumstances there would appear to be no 
valid reason for our continuation as a member of GATT, or for endorsing the 
one for Trade Cooperation, the primary purpose of which is to admin- 
ster GATT. 
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Recommendation No. 12 


We, therefore, recommend substitute approaches for GATT which should 
include the following as 2 minimum: 

(a) A forum whereby member countries may air international trade griey- 
ances, and recommend treaties for ratification to effectuate desirable changes in 
national laws and on broad policy matters. 

(b) Creation of an international statistical bureau which would issue data, 
by countries, on tariffs, quotas, average wage rates, fringe benefits, productivity, 
ete. 

(c) A United States domestic provision whereby the United States Tariff Com- 
mission would entertain and investigate a formal request by a foreign country 
that the United States change a particular tariff or quota. The foreign country 
making such a request should show good faith by previous favorable treatment 
of United States exports to it, and by agreement to entertain and act upon Amer- 
ican requests for changes in its duties or quotas. The Tariff Commission would 
have power to make the change, according to its findings, subject to congressional 
directive to act otherwise, under provisions similar to those proposed in recom- 
mendation No. 4. 

Restrictions abroad, against United States trade and investments.—This study 
has amassed a wealth of evidence with respect to the 89 nations with which the 
United States trades and to the many in which it invests. Import licensing, 
currency controls, and the many other methods of restricting trade and invest- 
ments are employed against the interests of our Nation and our citizens. Unable 
to trade in foreign markets, Americans have often invested abroad particularly 
to circumvent trade barriers against their exports. Sometimes even investment 
is precluded. 


Recommendation No. 13 


We propose, therefore, that there be created a special United States commis- 
sion to prepare a report on foreign restrictions against American exports or 
investments abroad and problems likely to arise from the common market and 
free trade areas. 


It should also consider United States tax incentives for American exports 
abroad. Such a commission should have the form and stature of the Hoover 
Commission. A principal objective of the commission would be to study how 
our tariff and foreign trade laws can be administered so as to raise the standard 
of living and improve the economic climate throughout the world. 

Mr. Heurricu. Thank you, gentlemen. 

Mr. Kine. Does that complete your statement, Mr. Helfrich ? 

Mr. Hetrricn. Yes, sir. 

Mr. Kina. Are there any questions ? 

Mr. Curtis of Missouri will inquire. 

Mr. Hetrricu. Yes, sir. 

Mr. Curtis. I would first like to compliment your organization for 
the work that they have been doing in this area, particularly the 
study that you referred to in your statement. It has thrown a great 
deal of light on this subject, and we can all stand that. 

Mr. Hevrricu. Thank you. 

Mr. Curtis. I have one question. In your proposals, would you 
contemplate multilateral agreements or would it make any difference, 
or would it be just bilateral agreements. 

Mr. Hetrricu. I would contemplate in our proposals the setting 
of rates that would be flexible and would vary country to country as 
their wage levels and their standards of living rose. 

Mr. Curtis. What I am thinking about is in our negotiations with 
these foreign countries—it will have to come by negotiation—do you 
see any bar to our technique of using multilateral conferences and 
getting multilateral agreements. 

Mr. Hetrricu. Within the framework of that flexibility which I 
mentioned, which I think is the heart of that whole thing, and avoid- 
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ing the unfairness that can result from the most-favored-nation 
clause which I previously referred to, I could see nothing wrong 
with conferring on a multilateral level. 

Mr. Curtis. That is one thing I was going to ask. Of course, 
one of the features of that is that you would retain the most-favored- 
nation clause, but you would have it modified considerably to meet 
this flexibility formula you suggest; is that right ? 

Mr. Hetrricu. I could not agree, sir, that the most-favored-nation 
clause should be retained because I think it would be outmoded, so 
to speak, by the flexible tariff structure that I speak of. It would 
be superseded by it. } 

Mr. Curtis. I am very much interested, and you may be familiar 
with an amendment I proposed twice several years ago, which is very 
much along this line but which actually had a formula set up for a 
sliding scale—as I visualize it, in effect you have a most-favored- 
nation-proposal, or at least you have it this way: That all nations 
are given the same formula to cope with and the difference between 
tariffs of these various nations would be the result of the reflection 
of their wage differentials. 

Mr. Hetrricu. In other words, they would all play the game 
according to the same rules. 

Mr. Curtis. It would be the same rule, but naturally the rules 
would seek to measure what the economic situation in that country 
was in relation to the United States. 

Mr. Hetrricu. Yes, sir; which I think is basically quite different 
from the most-favored-nation clause. 

Mr. Curtis. I agree with you. I wanted to bring that out. Inci- 
dentally, in setting up the machinery to carry out negotiations on a 
thing of this nature you would contemplate some sort of an inter- 
national organization, would you not, or would you ? 

Mr. Herricu. Only to this extent: I think it might be well advised 
to have some international group, call it what you will. I am not 
talking about GATT. 

Mr. Curtis. It would be named “GATT” ? 

Mr. Hetrricu. Some international group that could serve as a 
forum to collect statistics, to collect information, all of which is badly 
needed, to serve as a forum; but I think the setting of the tariff rates, 
which is what we are discussing, should be set by the Tariff Com- 
mission, subject to the ultimate control and within the framework 
set by Congress in accordance with a formula which would be fair 
in its application to all other nations. 

Mr. Curtis. I thank you. Thank you, Mr. Chairman. 

Mr. Kina. Are there any further questions? 

If not, Mr. Helfrich, the committee appreciates your appearance 
here and giving us the benefit of your views. 

Mr. Hetrricu. Thank you. 

Mr. Kina. We have two gentlemen in the room who are anxious to 
leave the city and have reservations. I believe 1 has his at 4 and the 
other at 5. Am I correct? 

Mr. Fiemrna. I have a reservation at 5:30, so I yield to the gentle- 
man whose reservation is at 4. 

Mr. Krna. Is the other gentleman’s reservation at an earlier time? 

Mr. Nevert, Mr, King, my plane leaves at 5. 
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Mr. Kine. I appreciate the generosity of Mr. Paul Hoffman. It 
will be convenient for you, Mr. “Hoffman, to defer until a little later? 

Mr. Horrman. Yes, indeed. 

Mr. Kine. Very well, Mr. Neuert, would you come forward, please, 
and identify yourself for the record. 


STATEMENT OF HANS NEUERT, PRESIDENT, NEUERT, WILTON & 
ASSOCIATES, INC., CHICAGO, ILL. 


Mr. Neverr. I am Hans Neuert from Chicago. I am an exporter. 

Mr. Chairman, it is quite understandable that foreign traders in 
this country, exporters and importers, would be expected to be in 
favor of the extension of the Reciprocal Trade Act bill as proposed 
by the administration. 

I-shall therefore, as I am sure my colleagues will do likewise, try and 
refrain as much as I can from pr esenting personal interest as an ex- 
porter. I shall, rather, endeavor to show my general experience and 
impressions as gained in almost 20 years of steady personal contact 
with people of all walks of life abroad, in visits to their countries and 
when they visit us. 

I encountered two strong components of foreign distrust against this 
country : 

(a) They claim that we apply different measuring sticks to our own 
policies as compared to theirs; and, 

(6) The fear of lack of continuity in our policies w hich could easily 
leave them stranded, for instance, with an economic program tied 
to our reciprocal trade agreement policy when, because of internal 
political or economic considerations, it should be terminated or 
emasculated. 

We plead, loudly and rightfully, that freer trade, less international 
trading restrictions, and exchange convertibility are indispensable 
steppingstones on the road to peace. 

How can we, before the world, embattled between East and West, 
reconcile our demands for import restrictive action by our Govern- 
ment as soon as imported commodities hurt us, with these lofty ideals 
which we insist, and must insist, should be followed universally ? 

How can we expect any foreign country’s economy to be strongly 
allied to ours, if the basic laws for such alliance can be changed ever 
so often ? 

To gain and hold the confidence of our allies, and of the still neutral 
countri ies, we therefore must extend the Reciprocal Trade Agreement 
Act for 5 years at least, and authorize the President to make the full- 
est use of it to the last day before expiration when, I hope, it will be 
extended for another lengthy period. 

Most unfortunately, whatever we do in this country, good or bad, 
will be turned into a weapon against us by our powerful and rapidly 
growing adversaries. I do not believe that anybody appearing before 
this committee will argue the necessity of protecting our industry and 
our labor against low-wage, low-price competition from abroad. 

We cannot, however, solve these problems by considering only the 
plight of the involved manufacturers and workers. We must antici- 
pate what effect any protective move will have on our entire economy, 
labor market, and on our political position in the world. 
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Protective customs tariffs increases or import restrictions of any sort 
are bound to adversely affect the economy of other countries. We 
cannot expect them to accept our dictum reducing their exports— 
which they need for their livelihood—without either retaliating and 
setting up barriers against our exports to them, or by seeking other 
outlets for their exportable merchandise. 

If they restrict American imports into their country, the American 
export industry will suffer, probably or Four and one-half 
million ao are gainfully engaged in working for this country’s 
foreign trade. 

It is hardly conceivable that the efficient and imaginative manage- 
ment of our industry should ever be exposed to such competition from 
abroad as to endanger a working force of 414 million people, as would 
risk the loss of their existence if, for any reason, our foreign trade 
would fall back to the level of prereciprocal trade agreement times. 

Just as an illustration of the enormous importance of this export 
business of American industry, I shall submit to you, at the end of my 
presentation, a letter by the David White Instrument Co. of Mil- 
waukee, listing 5,000 man-hours for their exports in 1957. 

Another letter by The Brearley Co., of Rockford, Il., emphasizes 
the value of their exports of 10 percent of their total production, which 
kept 22 of their work force gainfully employed for the full year of 
1957. 

Another manufacturer whose exports we handle reported over 
20,000 man-hours spent on exports in 1957, and still another over 
50,000 man-hours. 

It would still be another matter if import restrictions would be the 
only way to protect industry and labor in this country against foreign 
competition. How much there ever was left to be desired— 

Agreements by the Japanese cotton industry to voluntarily limit its 
exports to this country; 

Voluntary efforts to reduce the import of Venezuelan oil; 

Shifting of industrial capacity to other products; 

And even relocation of industries and labor, were successfully used 
in mutual protection of disbalanced interest in our foreign economy 
as well as domestically. 

There must be methods of protection if and when no other way is left 
to help afflicted industries, and the bill now before Congress provides 
for them. I do not believe that these methods could or should be 
narrowly defined. Their use and form of application should be left 
to the ability and judgment and statesmanship of the President and 
his advisers. 

It should not be overlooked, either, the retaliatory import restric- 
tions against American products in a foreign country, resulting from 
protective tariff increases—an unfortunate but rather familiar occur- 
rence or threat—can lead to much severer consequences than the loss of 
some of our exports. 

If American manufacturers should suffer heavy export restric- 
tions to good foreign markets, they will, in order not to lose the 
good will built in such markets over a long period of time, establish 
branch or license manufacturing facilities in such countries, thereby 
exporting working places until such time occupied by American labor 
in this country ne never to be brought back again. 
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On the contrary, it is inherent in the character of such foreign 
operations to expand and become competitive to American industry 
and American labor in other markets, thereby further reducing our 
export volume. Thus, a temporary remedy for a small group can 
easily become a lasting damage to our entire economy. 

As I said before, the foreign country affected by our foreign policies 
may, however, also seek other outlets for her national products. We 
have seen in recent years how eager our adversaries were to buy what- 
ever such countries have to sell—even if they have to resell it on 
the world market with a loss, thereby hurting us still more (see 
Egyptian cotton)—how such merchandise we keep from our shores 
leads to the sale of Eastern merchandise to these countries, thereby 
further reducing our foreign sales potential, how trade agreements 
with our political opponents follow in due course, and how, heiplessly, 
these countries sooner or later are drawn into the Eastern orbit. 

There is no place in the world where for economic, political or 
strategic reasons we could afford any further developments of this 
sort. 

The Reciprocal Trade Agreement Act, as now under discussion, 
therefore is of infinitely greater importance than the difficulties of 
some of the industrial and labor groups in this country, which cer- 
tainly should not be neglected, but which cannot, in cold war time, 
be considered as the predominant factor in these deliberations. 

The whole difficulties in the Middle East, from the confiscation of 
the Suez Canal to the regrouping of Arabian States, might have been 
avoided if we would have had the possibility of helping Egypt with 
her cotton and monetary problems. 

The danger of leftist movements in Venezuela, Colombia, Guate- 
mala—to name only a few—is strongly related to our economic policy 
toward these countries. 

Brazil’s political future, as our great friend in South America, will 
somewhat depend on our coffee policy. 

Whether Peron returns to Argentina, or whether she can regain 
her strength in a pro-American atmosphere, will be influenced by what 
we have to offer her economically in competition to what her trade 
negotiations with Moscow produce. 

Last, but not least, foreign price competition might have some 
deterrent effect on our inflationary wage-price spiral. Sweden used 
increased imports fairly successfully to stem the inflationary tide. 
Within reasonable limits, it might help us, too. 

For all these reasons I suggest that the Reciprocal Trade Act bill 
should be passed as submitted by the administration. 

Thank you. 

(The letters referred to in Mr. Neuert’s presentation are as follows:) 


Tue BREARLEY Co., 
Rockford, Iul., February 12, 1958. 





NEUVERT, WILTON & ASSOCIATES, 
Chicago, Jil. 

Dear Hans: In a recent conversation with us, you discussed the importance 
to us of the export business which we are presently doing in relation to our over- 
all picture. We cannot emphasize too strongly how important this business is 
to us as it, at the present time, represents about 10 percent of all of the shipments 
which are made from our factory. If we were to lose this 10 percent, or any 
portion of it, it would have a very definite effect on our earnings from our overall 
business. 
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While this business is not as profitable as our domestic business, nevertheless, 
it gives us this added volume which materially reduces the costs on all of our 
unit produced, enabling us to be in a position to offer our own product here in 
a domestic market at a lower price and still secure a normal profit. 

I know that you realize this as well as we do, as we have discussed it on 
numerous occasions, and we are hoping that, as time progresses, we will be able 
to increase this portion of our business. 

Very truly yours, 
THE BREARLEY Co., 
H. W. RatHKE, President. 


Davip WHITE INSTRUMENT Co., 
Milwaukee, Wis., February 10, 1958. 
Mr. Hans NEUERT, 
Neuert, Wilton and Associates, Inc., 
Chicago, Ill. 

Dear Hans: I would like to thank you for the part that you and your com- 
pany have played in the increase in our export business. Last year some 
$65,000 in new products went to export markets through your concern. This 
represents about 5,000 man-hours in our labor force. Of course, we fully ex- 
pect to show sizeable increases in our export sales during 1958 as a result of 
marketing our new low-priced projectors—both automatic and nonautomatic. 

We believe strongly in our export possibilities and hope that it will con- 
tinue to play a good part in the retention of our skilled labor people. 

Most of the business enjoyed in 1957 was in our photographic division, and 
although it was in this division that we expect sizeable increases in 1958, we 
cannot neglect the beginning that we have made in our surveying and engineer- 
ing instruments toward the export fields. In this area of our manufacturing 
activities, we, of course, employ a much higher skilled person than in our low- 
priced photographic areas. A development and increase in our instrument 
sales to export markets will also play a major role in retaining and maintaining 
this skilled labor. 

We hope that we will be able to continue to work closely and aggressively 
with you and your people to assist you in developing these markets in our 
behalf. 

Sincerely, 
WILLIAM Batcu, President. 


Mr. Kine. Are there any questions for Mr. Neuert? Mr. Curtis. 

Mr. Curtis. Mr. Neuert, you say right at the very beginning, “I 
encountered two strong components of foreign distrust against this 
country: A. They claim that we apply different measuring sticks 
to our own policies as compared to theirs.” Whoarethey? To which 
countries are you referring ? 

Mr. Nevert. I did not hear that always in the country where it 
originated, but our wheat policy, for instance, brought such remarks 
at times very strongly from countries all over the world. 

Mr. Curtis. That is in the agricultural sector, and, of course, there 
is no country that I know of that is in a position of casting stones at 
any other country as far as agricultural products are concerned. 
Would you not agree with that? 

Mr. Nevert. Certainly, I agree with you. J only mention it, how- 
ever, as an occasion as to what we have to look out for. 

Mr. Curtis. I appreciate that, but I like to pin these things down 
because there is an awful lot of beating of our breasts over here about 
what people abroad resent. You can resent some things legitimately 
and other things, of course, do not have foundation. I am very in- 
terested in any matter of injustice or inequity that may be existing 
in the way we apply our trade policies, 
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I never heard this particular charge, “that we apply different meas- 
uring sticks to our own policies as compared to theirs.” I heard some 
objections to our policy. For instance, on wheat you can object to 
the policy, but certainly it is one that is applied across the board. 

Mr. Neverr. Mr. Curtis, if I may answer, I travel pretty much in 
Latin America and in Europe. I have not gone to the Far East 
as yet, but I have Far Eastern engineers come to my office. In fact, 
I have the whole world in my office every week. 

You can hear it from ever so many people who will come to see 
you and say, “You preach constantly the tearing down of trade bar- 
riers and as soon as anybody steps on any one of your little toes, you 
go to Washington and ask for protection.” And this is not one inci- 
dent. This happens constantly. 

Mr. Curtis. I have heard those too, but I have run them down also. 
You run them down and they just sort of disappear in vague air. 

Mr. Nevert. Mr. Curtis, unfortunately it does not just disappear. 
You can rest assured that whoever comes to my office with some anti- 
American feelings, if I can help it, he leaves with a better feeling. 

However, there is this feeling abroad and what I am referring to, 
Mr. Curtis, is not only the facts, but in the psychological atmosphere 
in which we have to work today, we have to look at it as not only 
interested in exports and not only interested in imports, but as Ameri- 
can people who cannot afford to lose one more friend in the world. 

Mr. Curtis. We agree with this, but when I hear a complaint, I 
do not like it in generalities. I like to find out what it is, and then 
run it down to see whether it actually exists. 

As a Congressman, I expect people to constantly refer these things 
to me when they come to their attention. I have done a lot to try to 
run these things down. 

Our subcommittee went abroad to receive a lot of these complaints. 
Some of them, when we got into them, turned out to have some basis 
for them. Many of them we were able to adjust, but I constantly 
hear these generalities coming back, and to be honest with you, I think 
a great deal of it is generated by people over here who, for their own 
purposes, develop this kind of ar gument and try to persuade the Con- 
gress in these general terms that we are losing friends, while, if we 
would analyze these particular complaints and find out what they 
are, we would find out if they are legitimate or not. 

I also might say this then to illustrate the point: We had dis- 
cussions with the British over some of the people who have charge 
of the British programs. They were complaining about what we were 
contemplating doing in textiles and I asked them, after listening 
to them, “Just how many Japanese textiles are allowed to come into 
Great Britain?” and, of course, the answer was, “None.’ 

Yet we permit them to come into our country even though we have 
tightened up. Do you get the point I am making? If we would 
balance this thing off, a lot of these people that might raise issues 
against the United States, when it comes to their own programs, are 
equally, if you want to use the word, guilty, or at least they are doing 
the same thing. 

You take agricultural products. It was very interesting to me to 
find that almost ev ery country in GATT had put in clauses somewhat 
similar to our 22, to exclude agricultural products, and the talk of the 
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European Common Market was that all of them were going to exclude 
agricultural products. 

Our own people come and testify before our committee and act as if 
the United States was entirely different from the rest of the world in 
the treatment of agricultural products. I go along with you that I 
want to see us leaders in his area, but I want to deal with specifics and 
these general things do not mean much to me. 

As to specific complaints, if you and other citizens will relay them 
to the members of this committee where they can be processed, I know 
this committee would be very happy to receive any complaints that 
anybody abroad might have with the way we are administering these 
programs, and particularly if they say we have been applying dif- 
ferent measuring sticks to one country as opposed to another, or dif- 
ferent standards in regard to what we do here and abroad, because that 
we do not want to do, and I did not see any reason for that charge 
being leveled against us, because I do not think it will hold water. 

Mr. Nevert. Mr. Curtis, if I may reply to that, I do not want to 
refer to anything in particular as to what we do wrong. I refer here 
to the psychological atmosphere which we have to take into considera- 
tion in these deliberations. 

Mr. Curtis. Here is the point. How do you stop a psychological 
atmosphere ? 

If it is based on specifics, then the way you stop it is by correcting 
the specifics, but if you get into it and find out it is not based on 
accuracy, then the way to correct it is to inform them what the 
situation is? 

Mr. Nevert. Yes, Mr. Curtis; this we do. 

What I am referring to is this presentation is only one thing. If 
the Reciprocal Trade Agreement Act should not be passed as pre- 
sented by the administration here, this would fit right into this talk 
abroad that we apply different measuring sticks. 

Mr. Curtis. Why do you say it would do that? Because our State 
Department, for example—— 

Mr. Nevert. This talk about applying different measuring sticks, 
if it would not have any basis, it would still be there, promoted 
strongly by provocateurs. So we have to take this into consider- 
ation. We cannot deal only with the clear facts which we should, of 
course, do plainly, but we should consider here that abroad there is 
a vast army of provocateurs who tell everybody in the world that big 
America pursues a dollar policy and do wrong to them. And if into 
this atmosphere bursts a bomb of not continuing the Reciprocal Trade 
Agreement Act, this would have a psychological effect, and IT am re- 
ferring only to that, a psychological effect which could not be 
remedied. 

Mr. Curtis. I will say this: I have been very disturbed in going 
abroad to find that Americans are actually selling that very philos- 
ophy that you are presenting when they themselves, when you pin 
them down to find out what the truth is, do not know it. 

Now, my answer to this whole business is, let us get the truth of 
this thing and let us find out if there is a basis for these complaints. 
If there is, let us go and correct it. If there is not a basis, let us stick 
to our guns and carry on. 
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Now, I have listened for years to testimony before this committee 
by people who love to deal in generalities. When you try to get them 
down to specifics, it is always a difficult thing. 

I was impressed, incidentally, by the Tariff League’s presentation 
just prior to you because they gave us some specific data, something 
to go on, rather than general conclusions. Now, it is that kind of 
thing that we need. 

Mr. Nevert. Mr. Curtis, I told you before, I have traveled quite a 
bit abroad. I am just now going again for 3% months to Europe. I 
try only to convey to you what I hear from businessmen, from pri- 
vate people who have nothing to do with business, from government 
people, and what have you. And this atmosphere we have to meet. 

If I had wanted to come here with specific facts, I could have 
made a 2-hour presentation and you would have had so many facts 
you would have had a lot to study, but I felt that all the others would 

ring them and I, with my experience, should bring you just this 
phase. 

Mr. Curtis. All right, let me ask you a real question. 

You have been in this business for 20 years ? 

Mr. Neverr. Yes. 

Mr. Curtis. Have you ever picked up a specific instance where you 
thought an injustice was going on and relayed it to this committee 
so that we could do something about it? 

Mr. Neverr. No, Mr. Curtis, I have not, but I have corrected a lot 
of misconceptions abroad about American dollar policy, and I have 
converted many individuals to the true situation. 

Mr. Curtis. Do you not think it would be helpful to citizens like 
you when you do run into complaints, if you would relay them back 
to us, because honestly we do not get them. We end up by having— 
and do not misunderstand me, I appreciate your coming here and I 
know the committee does, and presenting your general conclusions— 
all I am trying to emphasize is that if we had over a period of years 
been getting specific instances from you and other citizens of things 
that were the subject of complaint, then we would be in a better 
position of evaluating it and also in a better position of correcting 
these things before this psychology developed. 

Mr. Nevert. This psychology would have developed without any 
wrongdoing on this side, because there are a lot of people who have 
great interest in sowing that seed of distrust against us, and that is 
what I want to fight. 

Mr. Curtis. Thank you. 

Mr. Kine. Are there any more questions? 

If not, Mr. Neuert, the committee appreciates your attendance. 

Mr. Nevert. Thank you, sir. 

Mr. Kine. Mr. Hoffman. 


STATEMENT OF PAUL G. HOFFMAN, PASADENA, CALIF. 


Mr. Horrman. Mr. Chairman and gentlemen, my interest in the 
extension of the Reciprocal Trade Agreement Act results from my 
deep conviction that if we want a stronger free world, we must have 
freer trade. I want to distinguish between freer trade and free trade. 

I am talking really about a continued movement toward freer trade 
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which has been going on for some 20 years, and not interrupting that 
movement or not taking a step backward. This conviction results 
in part from my experience with the Marshall plan, in part from my 
knowledge of the European Common Market, which I have gained as 
acting eae of the American Committee on United Europe. 

You may recall that the legislation establishing the Economic Co- 
operation Administration included a congressional directive to the 
Administrator to take vigorous steps to restore trade among the 
European nations which were to receive Marshall plan assistance. 
The language of that directive is interesting : 

: Mindful of the advantages which the United States has enjoyed through the 

existence of a large domestic market with no internal trade barriers, and be- 
lieving that similar advantages can accrue to the countries of Europe, it is de- 
elared to be the policy of the people of the United States to encourage these 
countries through a joint organization to exert sustained common efforts * * * 
which will speedily achieve that economic cooperation in Burope which is 
essential for lasting peace and prosperity.—Economic Cooperation Act, 62, U. 8. 
Stat. at L., 187 (1948). 

This directive undoubtedly stemmed from the knowledge of the 
Congress that economic progress in Europe during the half century 
prior to the inauguration of the Marshall plan had been greatly re- 
tarded by the highly protectionist policies which had prevailed, so we 
found ourselves dealing with 19 separate little economies, none of 
which were operating very efficiently. 

It is significant that, despite the fact that world trade had almost 
doubled during the 50-year period, trade among the European nations 
was at a slightly lower level than at the turn of the century. 

Pursuant to this directive, we initiated a vigorous campaign for 
reducing the barriers and obstacles to trade within Western Europe. 

May I say that was a very rough and tough job because the Euro- 
pean nations are the businessmen, and others in the European na- 
tions were, if anything, more determined to maintain barriers existing 
among those nations than any businessman I have ever met in the 
United States. 

At our suggestion, a trade-liberalization program was undertaken 
by the OEEC, Organization for European Economic Cooperation, 
for progressively removing import quotas and licenses on trade among 
the European nations, 

Another result of our efforts was the establishment of the EPU, 
European Payments Union, through which each nation could more 
readily transfer credits earned on trade surpluses with one member 
to pay trade deficits with another. The results of this effort were 
startling. 

Between 1948 and 1952, the 4 years of the Marshall program, 
Western Europe’s gross national product increased by 25 percent and 
intra-European trade by 73 percent. Furthermore, it is estimated 
that the mutual aid generated by the Marshall program enabled us 
to reduce the cost of that program by a substantial amount, perhaps 
as much as $2 billion. 

The original estimate of the cost of the Marshall program was $17 
billion. The program was completed for $13 billion. 

This demonstration in the benefits that flow from the liberation of 
trade was not lost upon the Europeans themselves. Indeed, many of 
them, particularly such forward-looking leaders as Jean Monnet, Paul- 
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Henri Spaak, Robert Schuman, and Konrad Adenauer, were deter- 
mined to go further. Utilizing the momentum generated by the Mar- 
shall plan, they launched a bold new program not only for further 
reducing barriers to trade, but for integrating the western European 
economy. 

The first major step in this program was the Schuman plan for 
pooling Europe’s coal and steel resources. Proposed by France’s 
Robert Schuman in 1950, the European Coal and Steel Community 
was established in 1952, with 6 participating nations: Belgium, 
France, West Germany, Italy, Luxembourg, and the Netherlands. 

Operating from federal institutions situated in Luxembourg, the 
Schuman plan has abolished virtually all frontier barriers on trade 
in coal and steel within the six-nation community. It has eliminated 
many hidden restrictions such as discriminatory freight rates and 
subsidies. 

Furthermore, it has assisted firms and their employees in adapting 
to conditions of increased competition, taken action against cartels, 
and promoted the expansion of efficient productive capacity. 

The results have exceeded even Mr. Monnet’s optimistic expecta- 
tions. Production in coal and steel has risen to record levels. 

Trade in coal and steel within the community increased by 93 
percent between 1952 and 1955 as compared with a 59 percent in- 
crease for other products. Nor have the beneficial effects of the 
Schuman plan been restricted to the 6-nation area alone. Imports 
of coal and steel into the community have risen during this period 
by 41 percent and exports by 34 percent. Indeed, the community 
has become our best overseas customer of American coal, buying 
54 percent of our total coal exports in 1956. 

f that is not a striking demonstration of what an improved econ- 
omy can do in providing more business for America, I do not know 
of one. 

Building upon the demonstrated success of the Schuman plan, the 
six nations have recently taken a decisive step toward full economic 
unification. 

On January 1 of this year, measures for creating both a European 
Atomic Energy Community for peaceful purposes and a European 
Economic Community came into effect. Under the latter measure, 
the common market, the 6 nations have agreed to progressively 
eliminate, over the next 12 to 15 years, all tariffs and all quotas on 
trade among themselves. At the same time, a common external tariff 
will gradually replace national tariffs on imports from outside the 
community. The external tariff will, in general, be fixed at the aver- 
age of the national tariffs which it replaces. 

Other features of the common market treaty include, among other 
things, agreement to gradually remove barriers to the flow of labor 
and capital within the area, to establish an investment bank for 
stimulating industrial development, to organize a social fund for 
assisting workers displaced by increased competition and to take 
antitrust action against cartels or monopolies in restraint of trade. 

There is no doubt in my mind that, under favorable conditions, the 
new European market will give rise to an unprecedented surge of 
growth in the European economy. 
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A study by GATT (General Agreement on Tariffs and Trade), has 
recently estimated that the community’s gross national product will 
increase during the next 20 years by 120 to 150 percent over the 1953- 
55 level. The increase in intra-European trade will undoubtedly be 
much greater. 

The common market, like the Schuman plan before it, represents 
an opportunity for substantially increasing trade between Europe 
and the rest of the world. But it could also become an inward 
looking, protectionist device for promoting trade within Europe at 
the expense of world trade. The key as to which direction the com- 
mon market will take lies largely in our hands. : 

If we do not extend the Reciprocal Trade Agreements Act, and if 
we take a step backward from the policy we have pursued since 1933, 
it would do great damage not only to Europe’s struggle for unity but 
to our own economy. No one can say whether the reaction to our 
failure this time would have as disastrous effect as did the wave of 

rotectionist measures which were enacted by many nations, includ- 
ing the United States, following the 1929 crisis. 

However, we do know that these measures caused the depression to 
deepen, that they caused exports to shrink by almost two-thirds the 
first year, and, worst of all, that they caused a chain reaction of 
political distrust and tension which ultimately had grave consequences 
for world peace. 

I would now like to speak on the specific ways in which extension of 
the Reciprocal Trade Agreements Act serves America’s export inter- 
est and her interest in encouraging European unification. 

As the common market treaty among the six nations is imple- 
mented, as I stated earlier, internal tariffs will be lowered and finally 
eliminated. This obviously will give producers within the common 
market an advantage as against external producers, the same advan- 
tage that a United States producer enjoys within our country. 

For example, the hosiery machines. The United States exported 
almost $17.5 million worth of hosiery machines to the common market 
countries in 1954-55. Present tariffs on hosiery machines are as 
follows: 
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These tariffs now apply equally, whether on products imported from 
the other common market countries or from the United States. At 
the end of the transitional period, however, common market producers 
of hosiery machines will be able to sell their products duty free 
throughout the area while United States producers will face a tariff 
of 1514 percent, the average of the previous national tariffs. 

Unless steps are taken to prevent it, in the case of Germany and 
Benelux, which imported about two-thirds of this product during 
the period, $12.3 million, the tariff for American producers will have 
more than doubled. 

The administration’s trade proposals are designed to meet this 
kind of situation head on : 

First, by giving the United States the bargaining authority neces- 
sary. The authority requested, 5 percent reduction per year, used 
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selectively, would enable our negotiators to bargain for reductions in 
the external common market tariff at approximately the same rate as 
the internal reductions will take place. This would minimize the 
discrimination against United States exports which will otherwise 
occur. 

Second, by extending this bargaining authority for an adequate 
period. A minimum renewal of 5 years is necessary so as to carry our 
bargaining authority through the first 4-year period of the common 
market, January 1, 1962. By that time, an overall reduction in 
internal tariffs of 30 percent will have been achieved and further, 
the first common external duties will have otherwise been established. 
Moreover, it is important that our bargaining authority be assured of 
5 years of continuity and stability since, as the President points out, 
our proposals must be preceded by painstaking preparations. 

The common market countries have already indicated their willing- 
ness to enter negotiations for reducing the external tariff in return for 
equivalent concessions on the part of third countries. It is now up 
to us to meet our European allies halfway. 

May I say that I am personally acquainted with many of the people 
who are in control of this common market operation. Without ex- 
ception, they are believers in freer trade among the nations and want 
to see the common market, the external tariffs substantially reduced. 

Tf the act is not renewed, or is seriously weakened, we have more 
to lose in our trade with Europe than was the case before the estab- 
lishment of the common market. Previously, if we did not bargain 
or agree to reduce tariffs with individual European countries, the duty 
remained the same as before for both countries and for all third coun- 
tries, under the most-favored-nation principle, and United States 
products were at no disadvantage as compared to products from third 
countries. Now a failure on our part to bargain will in itself result 
in discrimination against United States exports. 

On the other hand, renewal of the act, as proposed, provides an 
opportunity to avoid such discrimination and to secure a positive 
reduction in trade barriers against our exports. 

Our best opportunity to exert influence on the trade policies of the 
common market is through GATT. Through our voice in GATT, 
and by reason of the commitments which the European countries 
have assumed through membership in GATT, GATT will be an im- 
portant vehicle for preventing the common market from becoming 
an inward-looking, trade-restricting arrangement. 

But failure to renew the Reciprocal Trade Agreements Act, as 
proposed, would rightly be interpreted by our trading partners as a 
repudiation of the very basis of GATT. It would not only weaken, 
if not cripple, GATT, but it would deprive us of much of our ability 
to insist that the European countries adhere to their GATT obliga- 
tions. By taking the protectionist road ourselves, we could hardly 
object to the European countries pursuing a similar course. Indeed, 
by our action, we would make such a course almost inevitable. 

The following example shows one of the ways in which GATT, 
fortified by renewed United States bargaining authority, can protect 
not only American exports, but our general interest in expanding 
international trade: 
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The greatest single obstacle to United States exports to Europe has 
not been tariffs but quotas on dollar imports. Some progress on the 
liberalization of dollar quotas has been made since 1954 through the 
OEEC. The common market treaty, in dealing with external quotas, 
including dollar quotas, merely requires that the member states aim 
at making uniform their quotas at as liberal a level as possible. 

The GATT treaty, however, puts much more stringent limitations 
on the use of quotas, requiring, in principle, that states resort to them 
only when they are suffering from a severe and persistent adverse 
balance of payments. This requirement has two important implica- 
tions for United States exports to the common market: 

First, it means that if the common market countries seek to retreat 
from the liberalization of dollar quotas already achieved in the OEEC, 
they must justify such action before GATT and under the criteria 
laid down by GATT. 

Second, GATT will serve as a mechanism through which the United 
States and other third countries can exert influence on the common 
market countries to further liberalize their external quotas to the full 
extent permitted by their balances of payments. In other words, 
GATT will be a means of preventing the common market countries 
from procrastination and unnecessary retention of external quotas. 

The underlying reason for dollar quotas has been, of course, the need 
of the European countries to conserve dollars. The volume of our 
trade to this area depends almost wholly on the number of dollars 
which these nations can earn. With the increased efficiency of pro- 
duction made possible in Europe by access to a greatly enlarged 
internal market, prices can be lowered and sales to the United States 
increased on a large variety of goods, and hence more dollars earned. 

In conclusion, may I say that while in this statement I have largely 
confined myself to the great advantages which accrue to Europe, and 
to ourselves, by the strengthening of Europe through a trade-liberali- 
zation program, it seems clear that freer trade throughout the whole 
free world will bring a similar result on a larger scale. Perhaps 
most important of all, increased trade among the free nations will 
tend to bring them more closely together, and never have we faced a 
period when unity was more needed. 

Mr. Kine. Does that complete your statement ? 

Mr. Horrman. That completes my statement, sir. 

Mr. Kina. Are there questions ? 

Mr. Simpson of Pennsylvania, Mr. Hoffman. 

Mr. Suwprson. Mr. Hoffman, I do not know offhand, but do we have 
reciprocal trade agreements now with the countries of the European 
Common Market ? 

Mr. Horrman. Yes, sir; they are all members of GATT. 

Mr. Stmpson. Do you know whether hosiery and knitting machines 
were included ? 

Mr. Horrman. I think the tariff schedule I gave you has applied 
to the six countries. I do not think that Luxembourg is included. 

I gave the figures. Germany, the present tariff on our machines 
into Germany is 6 percent. That means, of course, under the favored- 
nation clause that other nations enjoy the same tariff rate. 

Benelux, 6 percent; France, 20; Italy, 30. 
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Mr. Sumrson. When they united for economic purposes and they 
establish a new rate against incoming hosiery machines, will that rate 
be the average ? 

Mr. Horrman. That rate would favor us in the case of France and 
Italy and be a disadvantage in the case of Germany and Benelux. 
It will be 151% percent. 

Mr. Stmpson. Has that been worked out ? 

Mr. Horrman. It could; yes, sir. That is in the treaty. Accord- 
ing to the treaty arrangements, if nothing is done to lower these 
external tariffs, they will be averaged out at the end of the 4- -year 
period. At the end of the 4-year period, you would have 151% per- 
cent applied to the entire area. 

Now, the great question here is whether or not we can, through 
extension of the trade agreement act 

Mr. Stupson. We are not party to that treaty to which you refer? 

Mr. Horrman. We are not a party, but that will not affect the 
consideration. 

Mr. Stuprson. We are not a party to the agreement by which they 
raise with respect to Germany the 6 percent to 151%? 

Mr. Horrman. No; that is right. 

Mr. Sturpson. When we made our earlier agreement with the coun- 
tries that have the lower rate, for example, 6 percent in Germany, or 
any other country with whom we have the benefit of our present 
6-percent rate, we paid for it by concessions. It was a reciprocal bar- 
gain we made and now we are being hor nswoggled out of it. 

Mr. Horrman. I think we are certainly going to be put at a dis- 

advantage insofar as selling hosiery machines in Germany or in 
France, but of course we are not prevented from going ahead and 
bargaining for a lower rate. 

Mr. Srwpson. We did that bargaining before and we paid for it. 

Mr. Horrman. We did our bargaining before, but a situation has 
developed which has changed the situation entirely. 

Mr. Srveson. But we did bargain with it and we paid for it. Now 
you are asking for us to pay it again. 

Mr. Horrman. I do not think that is necessarily so. 

Mr. Srwpson. You are asking for further concessions, to make fur- 
ther reductions, in this current legislation ? 

Mr. Horrman. I do not think there is anything in our legislation 
that prevents customs unions or economic unions which present a new 
situation. 

Mr. Srwrpson. By that, I assume that after we have once made an 
agreement with any country, and we have a so-called reciprocal agree- 
ment, we paid for it and they made concessions, if that country chooses 
to change its method of dealing with us, as far as you are concerned 
that is all right; we must then go and make another concession to get 
another barge ain ? 

Mr. Horrman. We certainly have to deal with a new political unit; 
yes. 

Mr. Sueson. Do we not pretty soon hit the bottom of the barrel ? 

Mr. Horrman. No; I do not think so, sir. 

Mr. Stupson. Do you think we can go further down than these 5 
percentage points ? 
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Mr. Horrman. As has been said before, I tried to make it clear that 
I was talking about not oe a movement toward freer trade. 
That is the important thing in which we are involved. 

I think it has been highly selective. I think that to me one of the 
most interesting of all of the statistics, this whole battle about tariffs, 
is this: My guess is that not over 1 percent of the fears that American 
manufacturers have expressed have ever been realized. 

In other words, there was a great feeling that we were in great dan- 
ver, and of course the escape clause was introduced and I think it was 
arch out in testimony this morning that there have been some 21 
or 22 cases under that, and they have involved less than 30,000 workers. 

Mr. Srwpson. But you are not an unemployed miner or an unem- 
ployed fisherman. By whom was the situation created which has raised 
barriers against American hosiery machines going into these countries ? 

Mr. Horrman. I do not think we are at that point where we can say 
that we would not sell more hosiery machines to the common market 
than we are now selling. 

As I say, it happens that our better markets have been Germany and 
the Benelux countries; we have enjoyed a lower tariff. I do not see 
how anyone can possibly be sure as to whether our business might not 
double or go up 20 percent. Ido not know. 

Mr. Stmpson. Are you familiar to the extent to which import li- 
censes are required to ship into these countries notwithstanding the 
reciprocal program ¢ 

Mr. Horrman. I think I am very well informed. 

Mr. Srupson. Will you advise us concerning it with respect to 
machine tools ? 

Mr. Horrman. I think all you can do is fight against them. 

Mr. Stmpson. Would you agree with me, sir, that if we make a 
low-tariff rate and the country then thereafter summarily imposes an 
absolute quota against imports, it does no good to have a low rate? 

Task my question again: Would you advise us against the limitation 
of importing into these countries at present of hosiery machinery and 
other machinery ¢ 

Mr. Horrman. I am violently opposed to import quotas, exchange 
restrictions. 

Mr. Stmpson. Is it your idea that this 5 percentage points for 5 
years will permit us to get rid of those restrictions which are greater 
in effect than is the rate ¢ 

Mr. Horrman. All I think I can say with honesty is this: Without 
the leverage of reciprocal-trade practices, I think we would see a 
return to protectionism throughout the world, which I think would be 
a great danger. With this leverage, I think we can make progress 
toward freer trade, the removal of quotas. 

Mr. Stupson. If I may, without interrupting you unduly, when you 
speak of leverage, I assume you are talking about these 5 years, the 
right to have 5 percent for 5 consecutive years? 

‘Mr. Horrman. That is right. 

Mr. Simpson. When the 5 years are up and those 5 points are used 
up, do you want some more cuts to keep that leverage there ¢ 

Mr. Horrman. I think so; yes. 

Mr. Stmpson. I am very serious about this because the length of 
that lever is, after all, the important matter. The way the bill is 
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drawn, there is not a single industry in the whole United States, which 
is now under protection, which does not have its head on the block 
and subject to negotiations to have its protection lowered. After we 
get rid of this 5-year period, as far as you are concerned you would 
like to see a further period when further reductions are in order. 

Mr. Horrman. I would like to see a movement toward freer trade. 

Mr. Smpson. And the end is what, free trade ultimately ? 

Mr. Horrman. If you are talking about 50 years from now, I would 
say yes, because we are coming into a jet age. 

Mr. Smopson. Not in 5 years? 

Mr. Horrman. No. 

Mr. Stureson. Ten? 

Mr. Horrman. Yes, sir; I would think it would take probably 50 
years to work this out. 

Mr. Sturson. Completely free trade is what you would like to see in 
the world? 

Mr. Horrman. I would like to see completely free trade. 

Mr. Srupson. Irrespective of national defense ? 

Mr. Horrman. I am not saying that. I think there are some indus- 
tries from a national-defense standpoint that do have to be protected. 

I would hope that by 50 years from now, we will not have to spend 
$40 billion a year for national defense. I hope that, too, because I do 
not think we can go on this way. 

Mr. Stmrson. You are to be commended for that thought. But am 
I right, you would like to see free trade everywhere except in the area 
of national defense ? 

Mr. Horrman. Fifty years from now, I would hope that the world 
had progressed to the point where free trade is possible. 

Mr. Stmpson. Then you are, sir, a free trader in theory ? 

Mr. Horrman. I am a freer trader. 

Mr. Kine. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. Mr. Hoffman, in line with the examination by Mr. Simp- 
son, what in your judgment would be our defense posture if we sud- 
denly found ourselves engaged in trade wars with our allies? 

Mr. Horrman. I think that question answers itself. 

I think that nothing could be so utterly tragic as to go into a period 
of new trade wars with other nations of the free world. 

Mr. Boees. In connection with the restrictions of the other coun- 
tries, is it fair to say that GATT was the instrument that has been 
involved, so that we and the other countries can negotiate these re- 
strictions ? ; 

Mr. Horrman. I think we can say this with absolute assurance, with- 
out GATT we could not have made the progress we have made. 

In other words, I think there have been more than 50,000 reductions 
in tariffs which have, I think, on the main proved mutually beneficial. 

Mr. Boees. Is it fair to say, or would you say in the light of your 
own experience, both as a businessman and as a very successful ad- 
ministrator, as well as based on your knowledge of history, that the 
erection of high tariff barriers does not result in barriers being low- 
ered in other areas? 

Did not the Smoot-Hawley tariff result in heavy tariffs everywhere 
in the world ? 
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Mr. Horrman. Well, sir, no one can pore a judgment on what was 
responsible for our drifting into World War II, but certainly the 
fact that we did go into a period of trade wars, the world outside 
of the Axis did work apart, was a factor; that is all one can say with 
honesty, was a factor. 

This, I admit, stems from my very definite belief that the nations 
of the free world must stick together, must work together, and we 
do not want trade wars. 

As I say, to me it was an amazing thing because I thought when 
the coal and steel community was organized, that would mean the 
end of the imports of coal into France and the Benelux countries. 
Instead, because of increased volume of general trade that resulted, 
and the need of more coal, that, as I said earlier, is our best market 
for United States coal. 

IT am certain as you build up these economics throughout the world, 
you find again and again statistics to show that we have increased 
the market for American goods. After all, you deal with figures 
here. 

When we started in Europe, no one could give exact statistics; they 
were not available. But the chances are that the gross national product 
was somewhere around $100 billion. Now, to make Europe a better 
market for American goods, you had to increase that gross national 
product. When you increase it 25 percent, you increase the oppor- 
tunities for American exports far more than 25 percent, because you 
are dealing in a marginal area. That has been proved. 

I have not the statistics before me, but, of course, our exports to 
Western Europe, in spite of all the quotas—and, Mr. Simpson, I am 
the first one to say that we are novices in the matter of restricting 
trade compared to the Europeans; they knew things we never knew, 
which I found out when I began to work in Europe. So there is no 
moral judgment here involved as far as I am concerned. 

The European businessmen do not compare with the American 
businessmen in many, many different ways. But we did know that 
if we were able to get that economy functioning and get the gross 
national product, we would sell more goods, and we have. I think 
the increase has been very substantial. 

Tam sorry I do not have the percentage. 

Mr. Boces. I might add, Mr. Hoffman, if I may be permitted to 
make an observation of my own, that many of these barriers that 
other nations have erected are the results of their dollar deficit with 
the United States. 

Mr. Horrman. That is right. 

Mr. Boaes. Many of these nations had to impose these restriction 
in order to maintain some balance in their own economy. 

Take the Latin American countries, almost without exception we 
have a favorable balance with them. We sell more than we buy so 
that they have to have restrictions on our automobiles and all of the 
rns manufactured commodities that we make, because of this dollar 

eficit. 

Now, if our policy was such that they could increase their oppor- 
tunity for earning dollars here, then it would follow that these bar- 
riers which have been complained about would be reduced. 

Mr. Horrman. Absolutely. I would like to give one more statistic 
if I can, Mr. Chairman, because this interested me very much. 
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I went to Europe in 1948. I found out that Europe, with about 
300 million people, had this gross national product of $100 billion. 
America, with 150 million people, had a gross national product of 
$300 billion. The most conservative estimate of the potentialities of 
the European economy, if they go over the compartmentalization and 
if they also introduced new amounts of energy and new tools into 
their economy, the minimum would be $300 billion. They are not 
there yet. 

But when Europe starts to develop a gross national product of 
$300 billion which will come out of this movement toward a common 
market, she is going to be a wonderful customer for America. 

Even take these underdeveloped countries in which there has been 
very little actually accomplished in the way of development through- 
out the world, some 900 million people live in the free part of the 
world; in that part of the world only with a very slight improve- 
ment in gross national product, our export volume is twice what it 
was. 

The secret to the protection of American business is to increase 
markets and, as I say, I think the leverage of these reciprocal trade 
agreements is one of the tools; not the only tool, but it is one of the 
tools. 

Mr. Boees. That is all, Mr. Chairman. 

Mr. Kine. Mr. Simpson, do you wish to inquire further ? 

Mr. Srwpson. No. I have enjoyed my conversation with the gen- 
tleman, thank you. 

Mr. Kine. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I would just like to comment on the point that Mr. 
Boggs raised about the use of the dollar gap as a reason for imposing 
quota licenses and so forth. 

In many instances in the United States, that has been just an argu- 
ment, without actuality. I believe under GATT there has just re- 
cently been conducted a series of discussions with these countries to 
see whether there was a real reason or a fictitious reason. 

Am I not right in that? 

Mr. Horrman. I have heard that, myself. I could not testify to it. 

Mr. Curtis. Incidentally, if GATT would perform that function, 
it would remove the barrier. 

I want to ask one clarification. In your discussion of the European 
common market that is being set up, that is in conformity, is it not, 
with the GATT provisions? 

Mr. Horrman. Yes. 

Mr. Curtis. What is the actual status of the European common 
market at this time? 

Have all the couutries signed that treaty now ? 

Mr. Horrman. All the treaties are signed, sir, and they went into 
effect January 1. They are not required to make a reduction—I 
can get this for you very quickly; I do not like to use a figure I am not 
dead sure of. 

At the end of the 4-year period, there is a certain percentage of reduc- 
tion that must take place. I think it is 30 percent. At the end of 15 
years, all tariffs in the trade restrictions among the 6 countries have 
to be removed, as well as most restrictions on the movement of capital 


and of labor. 
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Mr. Curtis. That is January 1, 1958? 

Mr. Horrman. Yes, sir. 

Mr. Curtis. I presume that the organization that sponsors this 
common market is now presently in a position to negotiate with the 
United States on external tariffs and so forth ? 

Mr. Horrman. Yes, sir. 

Mr. Curtis. In other words, one of the basic points you are making 
here then, with that new thing springing into existence, action of this 
nature proposed by the President is quite timely ; otherwise, we would 
not be in a position to negotiate with them ? 

Mr. Horrman. Could I add this thought, sir? 

Mr. Curtis. Yes. 

Mr. Horrman. I have been so close to this picture that you are 
privileged to discount what I say. I mean I may be over enthusiastic, 
I do not know. But I feel that the coming of this common market is 
the most significant event that has taken place in Europe during my 
lifetime, which goes back a long ways. I think it can be a great force 
for world development, or it can be a great hazard to world develop- 
ment. 

If the cmmon market results in that particular area becoming pro- 
tectionist insulated, I think it will be a step backward from the kind of 
unity I think we have to look forward to, 

On the other hand, if it becomes, as I know Mr. Monnet, Mr. 

Adenauer, and Mr. Schuman and Paul-Henri Spaak want it to become, 
a movement for liberalizing world trade, and I think as I say we have 
the sympathy of everyone in high position there, we are in a position to 
bargain, have some leverage. I think by the time the common market 
comes into full being, which is a long time from now, 15 years, that 
it will become one of the great forces. 

Mr. Curtis. That is what I am trying to get at. 

You say coming into being in 15 years. But actually, they are open 
for negotiations now, am I not correct, with the United States, for 
example? 

Mr. Horrman. That is right. 

Mr. Curtis. The point you are making is that with this new organi- 
zation now open to negotiation, it Teale advantageous to the United 
States to be in a further position of being able to give here and take 
here in order to enter into a bargaining arrangement. And if we did 
not have this legislation, I presume probably we would enter into some 
sort of arrangement, try to at any rate, but you feel that we would be 
considerably hampered ? 

Mr. Horrman. I think it would be a very, very great handicap. I 
do not want to exaggerate. I do feel this is a very crucial period, this 
period right now that is underway. 

If they do pull in themselves and look inward, then not only Europe 
but the world will pull apart. 

On the other hand, if we can get them to look outward and to use 
this common market as a means of further trade liberalization and 
trade among nations, that is one way of cementing friendship. The 
chances are that many of you were involved in World War I or II 
and that was because of this bitter rivalry between France and Ger- 
many. There is no possibility of war between France and Germany 
today because the economies are so integrated they could not un- 
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scramble them to make war. That shows what tying together the 
nations of the free world can accomplish in the way of preventing 
conflict. 

Of course, at the moment the big question is, does the free world 
stand together in this struggle with the Communist world. 

Mr. Curtis. I share some enthusiasm for the European common 
market and certainly I share your belief that it is essential to de- 
velop trade by improving the economy in the various units that go 
to make up the world. 

I think the method of trade can certainly help by essentially build- 
ing up the economies. 

So my questions here were along the lines, to see what methods 
would serve best, for example, the United States working with this 
new organization of the European common market. 

It is your idea that these new tools proposed by the extension of 
the Reciprocal Trade Act would be very helpful ? 

Mr. Horrman. Yes, sir. 

Mr. Curtis. Thank you. 

Mr. Kine. If there are no further questions, we thank you, Mr. 
Hoffman, for attending and giving the committee the benefit of your 
views. 

Mr. Horrman. Thank you, Mr. Chairman. 

Mr. Ktna. Mr. Fleming. 

Mr. Mason. Mr. Chairman, I have an unanimous-consent request 
to propound to this committee. 

Mr. Krna. Very well. 

Mr. Mason. I found a clear way to eliminate the smog that sur- 
rounds this idea of 4.5 million people involved in exports—there are 
not that many involved in imports—and particularly the smog that 
has been accentuated by the New York Times article on the testimony 
of Sinclair Weeks. 

I ask unanimous consent to have this statement, that I have had pre- 
pared for me, cleared up in my mind, to be put in the record at this 
point. 

Mr. Boees. I will not object, but I would like to know who pre- 
pared the statement. 

Mr. Mason. It is no one that you know, sir. I am not reveali 
who prepared the statement, but I am confessing very plainly iat 
definitely that I did not. 

Mr. Boses. Is it a secret ? 

Mr. Mason. It was done at my request. 

Mr. Boces. Is it a secret ? 

Mr. Mason. It is a secret with me. 

Mr. Boces. I withdraw my objection. I want the record to show 
that the author of this memorandum is unknown. 

Mr. Mason. That is right. 

(Statement referred to follows :) 


Mr. Chairman, a great confusion has developed on the question as to the 
numbers of jobs dependent upon exports as taken against the number of jobs 
in import-vulnerable industries. 

A simple example of this confusion arose from the first few days of the 
hearings on H. R. 10368. 

The initial witness for the administration, the Honorable Sinclair Weeks, 
Secretary of Commerce, stated on February 17, 1958, before the Committee on 
Ways and Means: 
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“Foreign trade provides the livelihood for at least 444 million American work- 
ers, or about 7 percent of our labor force. This figure includes those engaged 
directly or indirectly in production or service for export, or in the distribution 
of imports, or in the first factory processing of imported materials.” 

This figure, of course, included workers directly producing for export and 
workers indirectly servicing them, such as railroad workers. It also included 
all workers handling imports—including: (1) many many workers in import- 
vulnerable industries and those industries servicing them; (2) workers handling 
bananas, tea, cocoa, coffee, pulp, and scores of other products no one is arguing 
about. In other words, the figure of 4% million workers included literally mil- 
lions of workers who either are not affected by, or can be counted on both sides 
of, the tariff issue. 

By Thursday morning, February 20, this statement of the Secretary, originally 
not particularly meaningful, had already been distorted by no less an authority 
than Mr. Reston of the New York Times to imply that the whole 4% million 
jobs, a questionable figure in the first place, were dependent upon United States 
“export trade” in the following statement: 

“With unemployment in the country close to 5 million, the administration has 
decided to meet this argument head-on. Sinclair Weeks, Secretary of Com- 
merce, who has not been regarded as a leader of the free-trade movement, never- 
theless asserted before the Ways and Means Committee, this week, that United 
States export trade was responsible last year for 4,500,000 jobs, far more than 
were lost by competition from cheap-labor imports.” 

Not only did Mr. Weeks not say that the 4% million jobs “were due to the 
export trade,” but he also did not say that these were “far more than were lost 
from competition of cheap-labor imports.” 

Perhaps it would be helpful to my colleagues, therefore, in the interest of 
both credence of first presentation and honest and honorable reporting thereof, 
to review the actual facts here as they have been set forth by the American 
Tariff League in its monumental study, The United States in World Trade. 

The League Study says, in part: 

“One of the most perplexing problems in undertaking a reliable job count— 
as a means of establishing one group or the other as more important numerically 
to the economy—is the search for a mutually acceptable definition of the 
occupations really dependent on, or threatened by, foreign trade. 

“No such definition has yet been found. The following recent statement by 
a senior spokesman for the administration gives a curious frame of reference 
for discussion of definitions: 

“*In those industries which may have been adversely affected by our foreign 
trade policies no more than 100,000 people are employed, and of this number 
only a small proportion have been affected. 

“*The other side of the coin reveal# that more than 4% million people are 
employed in direct export and import trade operations.’ 

“The first reaction to this and similar statements can only be deep bewilder- 
ment. No industry has suffered greater import distress that the American 
textile industry, which alone employs 1 million workers. Yet here is a Gov- 
ernment source alleging, by strong implication, that textiles have not been 
‘adversely affected’ at all. 

“Most observers would be inclined to question a ratio as lopsided as 45 to 
1 * * * for either side of the tariff argument. Under close scrutiny, these 
figures become even less meaningful. 

“For example, the American working farm population numbers about 7.2 
million. For the most part, its domestic market is protected against imports. 
If this market were opened to imports, a substantial reduction in farm em- 
ployment would result. At the same time, 14 percent of United States farm 
production is sold abroad. Serious reduction in farm exports would likewise 
reduce farm employment. 

“Hence, to be realistic, the working farmer must be included on both sides 
of the tariff question. This means adding 7.2 million to those dependent on 
import controls—since virtually all of the farm population is interested in at 
least one portion of the domestic market—and adding 1 million, or 14 percent 
of the total, to those dependent on export trade. 

“The domestic woolen textile industry provides another example. Woolen 
manufacturers use large quantities of imported raw wool. Yet it is absurd to 
count this industry’s tens of thousands of workers as dependent on ‘foreign 
trade,’ when foreign wool manufactures already have captured a large part 
of the domestic market and the industry itself is anxious to curb imports. 
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“The unreal dimensions of the figures in question, as used by the administra- 
tion spokesman, are further illustrated by the statistical methods involved. 
Workers listed in export trade alone include some 400,000 employed in: gas, 
coal, electric power, railroad and ‘other transportation,’ trade, communications, 
and ‘other nonmanufacturing industries.’ 

“These same service industries were ignored in tallying up the import-vul- 
nerable side of the ledger. - 

“Equally distorted is the general conclusion which some observers appear to 
have drawn from these questionable data. Such a conclusion was expressed 
January 17, 1958, by syndicated columnist Marquis Childs: 

“*As Vice President Nixon pointed out recently, 4.5 million American jobs 
are directly attributable to the export trade. In contrast, the Committee for 
a National Trade Policy estimates that if all tariffs were eliminaed, only about 
200,000 workers would have to be relocated in other industries.’ 

“Any such interpretation carries the statistics, which are dubious in the first 
place, several steps beyond their original meaning, and places upon them a 
significance lacking a foundation in fact.” 

Mr. Kine. Now, Mr. Fleming, I hope we have not delayed pro- 
ceedings here to where you will suffer any inconvenience in getting 
out of town. 

Mr. Fiemine. Well, I am enough interested to take it if I do. 

Mr. Kine. Very well. You may proceed with your statement unin- 


terrupted, Mr. Fleming. 


STATEMENT OF LAMAR FLEMING, JR., ANDERSON, CLAYTON & CO., 
HOUSTON, TEX. 


Mr. Fiemine. Thank you, sir. 

My name is Lamar Fleming. I am from Houston, Tex. 

National attitudes that fitted past circumstances may cease to fit 
changing circumstances, as old suits cease to fit our changing 
bodies. 

Among the circumstances which shaped our early national atti- 
tudes were the following: 

The early settlers were few in number. Their tremendous task was 
the development of a vast country and its resources, from the raw 
state. They depended for supplies and capital upon the European 
communities from which they had come, until arduously they could 
convert the wild resources of the new country to usable forms and 
achieve an excess of production so that they could have capital of 
their own. Their isolation was extreme, separated from their Euro- 
pean sources of supplies and capital by months of ocean travel and 
transport and slow overland routes. 

Besides these economic circumstances, an important political cir- 
cumstance accompanied the severance of political ties with England. 
This was the policy of aloofness from the alinement and controversies 
of the Old World, which was pursued from the inception of the 
Republic until World War I. 

The dependence on European capital, through investments and 
loans, lasted a long time. With the exception of a few years, it was 
1876 before our exports caught up with and exceeded imports, evi- 
dencing a surplus of production sufficient to service Europe’s invest- 
ments in and loans to our economy. 

The factory system of manufacture began to supersede handicraft 
and cottage industry in Europe during the early years of our Republic. 

The tremendous demands upon our limited labor force and capital 
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for development of our country and its vast resources limited the 
availability of them to build and operate factories. We had to give 
priority to developing more immediate production from our fields, 
forests, mines, for our sustenance, and to pay for indispensable imports 
and service investments and debt. 

On the other hand, we had experienced intermittent interruptions 
of supplies from Europe as a result of the series of European wars 
culminating in the Napoleonic Wars and our War of 1812, and this 
planted a desire to develop industry here. From it sprang the customs 
duties to protect American industry in the American market. 

Naturally this proposal met opposition, on the grounds that it 
would tend to raise prices of the protected manufacturers to con- 
sumers, including producers in the export surplus lines and persons 
in service occupations, which were categories not susceptible to customs 
protection. That this opposition did not prevail and that the pro- 
tective system gradually was expanded probably was due to something 
more than the desire for self-sufficiency. 

In a nation chronically dependent on foreign investments and 
loans, straining to overcome a foreign trade deficit and met its inter- 
national obligations, it may be presumed that whatever tended to 
reduce imports had an aura of desirability. 

In 1820, 65 percent of our exports were crude foodstuffs and mate- 
rials and less than 6 percent were finished manufactures, compared 
with 16 percent and 57 percent respectively of our imports. 

During the 1870’s, crude foodstuffs and materials were 58 percent 
of our exports and finished manufactures were 15 percent, compared 
with 33 percent of these categories for the imports. 

In the years just preceding World War I, crude foodstuffs and 
materials were 40 percent of the exports and finished manufactures 
31 percent, compared with 48 percent and 22 percent respectively for 
imports. 

In finished manufactures, imports still were double exports in the 
1870’s, but at the turn of the century, the exports of them climbed 
above the imports and have remained above them ever since. 

The changes between 1876 and World War I occurred in a time of 
excess of general exports over imports, when domestic savings and 
capital were growing, and immigration was supplementing the labor 
force, both facilitating the growth of industry. 

World War I sharply changed the development of our economy and 
our world relations. 

The needs of the belligerent nations, and our needs when we became 
one of them, called for a tremendous increase in our productive capaci- 
ties, industrial, mineral, and agricultural, during World War I, and 
an even greater increase during World War II. 

Both wars left the principal nations of Europe impoverished, 
particularly World War IT, and left the United States the creditor 
nation and world money center. We were removed from the status 
of economic immaturity and dependence on investments and loans 
from abroad, into the position of leading nation in international 
investments and loans. 

Our industrial expansion in World War I hastened a technological 
revolution and the organization of much of our industry on a mass 
production basis, in which plant investment back of the worker made 
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efficiency in cost compatible with high wage scales. Adaptation of 
production to the technological revolution and mass production meth- 
ods spread during the interval between the wars and was spurred 
further by World War II. 

Ours was the ideal economy for these changes, with our advantages 
in capital, popular buying power, and mass domestic market within a 
single customs system. American industry became the greatest and 
most efficient source of the kinds of products in which plant invest- 
ment can do most to reduce man-hour requirements. 

Technological progress and mechanization greatly increased the 
capacity and efficiency of our agriculture. 

By 1956, the excess of exports over imports was $6,400 million, 
equal to more than half the value of the imports. Imports of crude 
foodstuffs and materials were double the exports of them, and exports 
of finished manufactures were more than three times the imports 
of them. 

Twenty percent of the exports were crude foodstuffs and materials, 
and 58 percent were finished manufactures, compared with 41 per- 
cent aul 26 percent respectively for imports. $6,700 million of the 
exports, constituting more than the export surplus, was machinery 
and vehicles, products particularly susceptible to the advantages of 
technological progress and mass productiton. Imports of machinery 
and vehicles were $631 million, less than a tenth of the exports. 

Of course we cannot long maintain export surpluses at the 1956 
level. That is not even to be desired, for it would mean exporting a 
great deal of wealth for which we could not possibly collect. 

The 1956 exports were swollen by subsidized agricultural exports 
in amounts which probably will not be recurring. For exports to 
continue at that level would require foreign grants at higher levels 
or increased imports, or both. 

The cost to us as taxpayers and consumers will be less if the slack 
is taken up by increased imports rather than grants. 

I think our expanding industry offers us good reason to expect 
constantly increasing imports of raw materials for manufacture, es- 
pecially minerals. I do not believe, however, that we can expect 
enough increase in imports to forestall partial choking off of exports 
unless our attitude becomes one of willingness to receive in substan- 
tial measure imports that are competitive with domestic materials 
and domestic manufactures. 

The change in our circumstances from struggling debtor to opu- 
lent creditor, from purveyor of debt-paying cash crops and other raw 
materials to the world’s principal supplier of manufactured goods, has 
brought us to this situation: We must give away part of our produc- 
tion, or cut production far below capacity, or buy more from the other 
fellow. 

Changes have occurred elsewhere. The European nations and 
Japan were impoverished immediately after the war, but they have 
come back a long ways, thanks greatly to our assistance. Their pres- 
ent productions surpass the prewar levels, although they have not 
achieved anything like a per capita parity with ours. Further devel- 
opment of it will add to world buying power and increase their value 
to us as customers, provided their and our developments are conceived 
in cooperative friendliness, in which event the expansive emphasis 
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of each side will be in the productions for which it has compara- 
tive advantage. 

But expansion of European productivity could become more a com- 
petitive threat than a promise of added markets if the attitudes be- 
tween us should become the dog-eat-dog kind, without recognition of 
the principle of comparative acoea 

Our economy has benefited tremendously from the mass-production 
methods that were practicable here because of our mass market within 
a single customs system. Except beyond the Iron Curtain, there has 
been no European market within one customs system with as much as 
a third of our population. 

We now face the European common market with a population about 
equal to ours and resources at least challenging ours, to which Britain 
and other countries seem destined to affiliate themselves, with some 
reservations, adding fifty-odd million more population. The sub- 
stance of this arrangement is that the member countries within a 
short span of years will eliminate duties between themselves and 
become a single mass market within one customs system. For im- 
ports from other countries, they agree to make their duties substan- 
tially the average of their present duties, but within and reconciled 
to their obligations under the General Agreement on Tariffs and Trade, 

z 

I believe this is one of history’s masterpieces in statesmanlike ac- 
complishment. Nations that were lagging as separate units will be- 
come potent through combination of their resources and customs-free 
markets and exploitation of the efficiences of mass production. 

As a contracting party of the General Agreement on Tariffs and 
Trade, we are entitled to sit in with the members of the common mar- 
ket, to forestall establishment of duties that would impair our status 
quo under the GATT conventions, and generally to influence the con- 
clusions in a cooperative direction. 

Western Europe will not be the only common market. The Rus- 
sian bloc already is one. This common market may be extended to 
include China and other countries; it may include China already. 
Regional common markets are being discussed in other parts of the 
world. 

I do not think it is to be doubted that the interests of the Russian 
bloc will direct it toward cooperation with the European common 
market. Where there is no vested interest except the state’s, man- 
hours of labor will be directed to the lines where they can produce the 
most value. So it is reasonable to expect that Russia will direct her 
labor principally toward the productions for which she has compara- 
tive advantages, such as abundance of the raw materials, and will 
exchange the surplus of this production freely for the products of 
Western Europe in which the latter has comparative advantage, in 
order to get the most value, quality, and variety for the man-hours 
expended. 

his will benefit both Russia and Western Europe. Talleyrand 
said there are no friendships between nations, only communities of 
interest. 

Trade is the base of normal international communities of interest. 
The growth of trade between these two mass markets will draw them 
closer together. The growth of trade between each of them and 
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other countries will draw them and the other countries closer to- 
gether. 

The growth of our trade with Western Europe and all other coun- 
tries, including Russia, will draw us all closer together. And the 
reverse is equally true; significant refusal of trade with any country, 
creating conflict instead of community of interest, will deepen the 
gulf and misunderstandings and weaken the ties between us, which 
among nations is the counterpart of friendship between individuals. 

The shaping of these developments may be very rapid. I referred 
earlier to the remoteness of our forefathers from the rest of the 
world. Advances in transportation and communications have an- 
nihilated remoteness between nations, in the old sense. Communi- 
cations now reach everywhere within seconds and fast transportation 
now can reach almost anywhere within a couple of days. All the 
world is becoming an instantaneous part of all the rest of it. 

I also mentioned earlier our traditional policy of aloofness from 
alignments and controversies of other nations. This ended when 
we entered World War I and World War IT. 

We have become the creditor of nearly all nations. We have be- 
come protector of nations against subjection to totalitarian rule. 
We are looking to all nations who resist this subjection for coopera- 
tion, political and if necessary military, and we ask many of them 
to furnish bases for our military forces. 

We are in active alliance with other nations for joint defense. We 
no longer are aloof; we seek the partnership of all nations for the 
common security. 

In these circumstances, an attitude of detachment from the outside 
world would be blind anachronism. What we need in these cireum- 
stances is close attachment to the world. 

Our tariff policy through 1930 was one of resistance to foreign 
trade, resistance to imports, which of itself restricted exports. The 
step toward encouragement of foreign trade was taken when the 
Trade Agreements Act was enacted in 1934 authorizing administra- 
tive negotiation of reciprocal tariff concessions. 

The step was implemented after the war by the General Agreement 
on Tariffs and Trade between 30-odd nations providing rules and a 
forum for negotiation of tariff concessions and of mitigations of the 
obstructive practices which many nations had adopted under the 
strains resulting from the war as these strains relaxed to prevent 
perpetuation of them as instruments of protection. 

The Trade Agreements Act was adopted in times of depression. 
During its lifetime, our economy has achieved new heights of pro- 
ductivity and prosperity, our foreign trade has flourished, and our 
Nation has earned significant recognition for devotion to worldwide 
expansion of trade for the benefit of all concerned, including ourselves. 

Congress has been relieved of the burden, impossible of proper 
achievement by a legislative body, of working out every minue customs 
schedule, a burden which I am told consumed 18 months of logrolling 
in the case of the Tariff Act of 1930. 

The matter before you now is the extension of the Trade Agreements 
Act, in a form which does not render it ineffective, for 5 years. I 
wish the proposal were to extend it indefinitely. 
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I am deeply convinced that the 5-year extension of the act and con- 
tinuation of the policies involved in it will best serve the immediate 
and long-range dollars-and-cents interests of the American people. 

I am convinced it will accomplish more for our national security 
than many of the billions which will be appropriated for military 
purposes. 

I am equally convinced that denial of the extension or amendments 
that nullify the effectiveness of the act would have disastrous effects 
on our foreign relations and would aggravate sorely the responsi- 
bilities and difficulties of the diplomatic and military sides of our 
Government. 

We would be drawing back into isolationism at a time when dis- 
covery and evolution are making more of the fruits of the earth avail- 
able to those who do not hide behind walls of their own building. 

We would be abdicating a great destiny which lies before us to 
others less blind to the changes that are going on, to the nations in 
and to be affiliated with the European common market, to the great 
eastern common market, and to other groups of nations which will 
follow suit to secure the benefits of mass production and mass markets 
within single customs area. We must not let this occur. 

Mr. Kine. That completes your statement, Mr. Fleming? 

Mr. Fiemrnea. Yes, sir. 

Mr. Kina. Are there any questions? 

Mr. Boees. Mr. Chairman, I would simply like to congratulate Mr. 
Fleming on this statement. I think that he has placed the issue in 
the proper perspective in emphasizing the tremendous consequence 
which it has upon the advancement of our country as a nation and 
also in emphasizing the new dimension as a result of the European 
market which has recently come into being. 

Mr. Kine. Mr. Simpson will inquire. 

Mr. Srupson. I am sure, Mr. Chairman, we remember Mr. Fleming 
was a member of the Randall Commission. He was a valuable member 
of that and I had a pleasant acquaintance at that time with Mr. and 
Mrs. Fleming, which has continued. We have differed slightly on 
some of our international ideas as we may demonstrate a bit now, 
but I am sure we respect each others viewpoint. 

Mr. Fleming, I am troubled to know what you mean when you imply 
that an extension as indicated in this particular bill in front of us 
is essential to the reciprocal-trade program when no one knows better 
than you that every agreement we today have remains in effect whether 
or not we pass this one. 

We are not changing the existing agreements. Is that correct ? 

Mr. Fiemne. I think that is correct. If we do not extend the 
Trade Agreements Act or do something else, where will the authority 
be to, for instance, sit down and negotiate with these fellows in setting 
up the European market ? 

Mr. Srupson. What you are thinking of, then, is possibly new 
agreements that we may make and cut present duties, which opens 
up, as you would, the very heart of the matter here. 

And what concerns me is what items are we going to cut. Am I 
going to put more people out of work in Pennsylvania because of 
too low tariffs by passing a law now which threatens their job, or 
not? That isthe issue I have. 
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Textiles is one of the areas which is of particular concern to me. 
I do not like to think the future depends on a two-price system for 
cotton. 

Mr. Fiemine. I think it is horrible. 

Mr. Smrpson. I know you do. And yet under our system of pricing 
we apparently cannot get rid of our surpluses without the two-price 
system, selling it to a foreigner cheaper than we sell the very same 
cotton to an American citizen. Is that now what we do today? 

Mr. Fieminc. That is what we are doing today. We are sacrificing 
our own cotton mills in doing it. 

Mr. Srupson. We won't blame that on the reciprocal-trade program, 
or will we? 

Mr. Fieminc. If you have to blame it anywhere, you have to blame 
it on the agricultural policy. 

Mr. Srwpson. I am thinking out loud and probably making a lot of 
mistakes, but we cannot credit it to the reciprocal-trade program. 
Therefore, you suggest that all those who argue for the vast amount 
of agricultural exports that we now have today and who imply that 
they are great because of the reciprocal-trade program, are not being 
exactly fair in that evaluation. Bo you agree with that? 

Mr. Fiemine. I suggest one other reason. Take the vast amount 
of money that we are giving away, that is a big reason. 

Mr. Stuprson. We are told in support of this bill that we have 60 or 
more million acres of our production in this country because we export 
it. Weimply that because of that we have to have a Trade Agreement 
Act extended. 

That does not make sense to me because as you indicate, with respect 
to cotton, it is not to our credit. It is a loss; we sell it at a loss, and 
reciprocal trade is responsible for it. 

Mr. Fremrne. I would say that the reciprocal trade-agreements 
policy has no more to do with the exports of cotton than it has with 
the exports of machinery and vehicles. In fact, those are our expand- 
ing exports rather than our agricultural products. 

Mr. Stupson. Now, sir, with respect to this European customs 
union, I would like to know, Mr. Fleming, why do you think that was 
created ? 

Mr. Fremine. [ think Schuman and Adenauer and Spaak, the 
seo that Mr. Hoffman was talking about, they saw the great bene- 

ts that we get here from having our mass market and mass produc- 
tion and they felt that each of their countries was too puny to give 
that mass market condition which we have to have before we mass 
production. I think they just determined to create a mass market 
of their own. 

Mr. Smeson. Yes, they used the United States as an example of 
a vast area where there were no internal duties; is that the point? 

Mr. Fiemine. Yes. 

Mr. Smupson. Is there any reason in your mind why they would 
not do exactly as we did in the United States, undertake to make 
themselves as nearly self-sustaining as possible ? 

That is my first question. My second question is: Would not that 
be a natural thing for people to do, to form a new United States, 
a united country, to make themselves as self-supporting and self- 
sustaining as they possibly can do? 
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Mr. Fiemrne. They certainly have tried to make themselves self- 
sustaining in the sense of having their payments balanced. 

Mr. Srupson. Self-sustaining in having what? 

Mr. Fremince. In the sense of having their payments in balance. 

Mr. Stmpson. Do they not want to have their military in balance, 
their production of automobiles and clothing and all that? Is that 
not the natural outgrowth that they anticipate ? 

Mr. Fiemrne. It may be to some extent. What I wanted to do 
is to point out this difference between the start of this European 
organization and the start of our country. 

hey are not starting off from raw resources. They have lots of 
discovered and developed resources. 

It seems to me that they are just catching up in the organization 
of mass production. 

Mr. Srmpson. Yes, but, Mr. Fleming, they are not going to buy 
those raw resources from the United States. We do not ship them 
raw materials with the exception of coal. Consequently, do you not 
suspect that within the limits of what they have available, what they 
can get from the countries that do have raw materials available, do 
you not anticipate they will endeavor to make themselves as nearly 
self-sustaining as possible, and, second, is that not what we want 
them to do? 

Mr. Fieminea. I am not sure what self-sustaining means, but cer- 
tainly self-supporting. 

Mr. Simpson. Weil, to be as little dependent, as they must be in 
order to survive and grow stronger. Is that not what we want them 
todo? 

Mr. Fiemina. Yes, but I think it still will work out that there are 
things where we have a natural advantage, that we will produce a 
surplus of and sell to them and there will be things where they will 
have a natural advantage that they will sell to us. 

Mr. Stmpson. And that is healthy trade? 

Mr. Fiemrine. Certainly. 

Mr. Srupson. I am for that, too. I am for all the healthy trade 
in the world as possible, but I think we are not doing them a service ; 
we are literally not doing them a service, if we insist upon telling 
them on the one hand that we want them to grow stronger and mighty 
and be forward for us in Europe and friendly and all that, if at the 
same time we complain when they build up their own industries and 
produce at home things which otherwise we would like to ship over 
to them. 

Mr. Fiemine. I did not know we did complain. 

Mr. Srmpson. In other words, you do not object with respect to 
machine tools, they doing what they are doing today ? 

After having bought machine tools from my own district in fact, 
they now simply will not buy them, they simply are making them 
themselves. They have imposed restrictions. 

I have a substantial manufacturer, worldwide known, in my dis- 
trict, and he is going abroad and building a plant over there because 
these countries insist that as freedom loving people in the world 
they should not be dependent upon sources across the water for these 
tools. 

Mr. Fiemine. We are a sort of oilfield machinery center in 
Houston. 
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I have several friends who have built plants in North Ireland and 
England. Now, the explanation they give on that is that sterling area 
customers cannot get the dollars to buy pumps, or whatever they 
make, so they open up plants over there to make them and sell them 
in sterling. 

Mr. Srmpson. I like to think of that group of countries getting 
together for some purpose other than merely to provide a market 
for us. I think what they are really doing is getting together to unite 
and provide a strong military and economic section across Europe 
which will help keep the peace of the world for many generations. 

If that is the justification for it, I am happy the people have gotten 
together. I agree they have to build up as much as possible their own 
industries and to the extent that requires plants that we have here 
presently exporting to them, I have to admit that I don’t think we 
are going to get more business from them in that field as a result 
of this union they have created. 

Mr. Fiemine. On the other hand, as they get wealthier, we can 
have a smaller percentage of their business and it still could be more 
in the absolute than what we have gotten. 

Mr. Stmeson. If they get wealthier they may buy more automo- 
biles, surely. 

Mr. Bocas. Mr. Chairman. 

Mr. Kine. Mr. Boggs? 

Mr. Boges. I have 1 or 2 observations in connection with that line 
of examination because I think Mr. Simpson’s examination is a very 
legitimate examination and one which we will probably hear a good 
bit about as this legislation is discussed. 

It seems to me, Mr. Fleming, that the best answer to what may even- 
tually occur because of the European market lies in the history of 
our own country. We in the United States have a common market. 

I might say parenthetically that some areas of the United States 
would gladly have erected tariff barriers against my part of the 
United States several times in our development. New England would 
gladly have had a tariff against the South when the textile industry 
moved from New England to the South. 

The same arguments were advanced that the wages were lower and 
this was unfair competition and so on. 

As a matter of fact, they did erect some barriers in the way of 
freight rates and other differentials that were put into effect. 

But the point I am trying to make is that because we do have a 
common market here, this has not prevented either export or import 
trade in our own country. 

As a matter of fact, the largest trading area in the world is be- 
tween the United States and Canada. So that I think it would be fair 
to say that provided we are able to negotiate with the new European 
community, that our trade will increase rather than decrease and that 
it would be ‘along the lines that you suggested, that the European com- 
munity might be more productive and more ec onomic in certain fields 
and we will be more productive and more economic in other fields. 

The idea of complete self-sufficiency I do not think is consonant 
with the society in which we live. I think one of the difficulties we 
face in the world is that every little economy attempts to be econom- 
ically self-sufficient. 
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Ecuador wants to have a steel mill. Paraguay wants to have an 
automobile industry. That is palpably ridiculous. I did not ask 
any questions I made a speech. 

Mr. Fiemrina. I agree with you. 

Mr. Kina. The committee wishes to thank you, Mr. Fleming. We 
appreciate your appearance and the information you have given us. 

Mr. Fitemine. Thank you, Mr. Chairman. 

I would like to say to the committee that my wife and I think every- 
thing of Dick and his wife that he said they think of us. 

Mr. Kine. You could not help it. 

Mr. Davidson, will you come forward. 

We appreciate your helping us, Mr. Davidson, today by giving up 
your place on your agenda to make it convenient for other witnesses 
to get on to their homes. 

f you will identify yourself for the record, you may proceed un- 
interruptedly with your statement. 


STATEMENT OF JACK DAVIDSON, VICE PRESIDENT, PACIFIC WOOD 
PRODUCTS CO., LOS ANGELES, CALIF.; PRESIDENT, IMPORTED 
HARDWOOD PLYWOOD ASSOCIATION, SAN FRANCISCO, CALIF. 


Mr. Davipson. My name is Jack Davidson. I am vice president of 
the Pacific Wood Products Co., of Los Angeles, which is a major 
importer of hardwood plywood and lumber products. 

Mr. Kine. You might identify the gentleman with you. 

Mr. Davinson. He is Mr. William J. Barnhard, who is the counsel 
for the Imported Hardwood Plywood Association. 

I am also vice president of the Cloverdale Plywood Co., of Clover- 
dale, Calif., which is a domestic manufacturer of Douglas-fir plywood. 

I appear before you as the newly elected president of the Eecucted 
Ilardwood Plywood Association, Inc., in which I serve without com- 
pensation. 

This is an association made up of most of the importers of hardwood 
plywood, representing the great bulk of all hardwood plywood imports 
into the United States. 

I want to thank the committee for giving me this opportunity to 
speak briefly on the question of hardwood plywood imports and the 
relation they bear to our whole trade program. 

I do not pretend to have a broad knowledge of trade problems, of the 
operation of the reciprocal trade program, of the details of the escape 
clause, or any of tl other technical and complicated problems before 
your committee. 1] am a businessinan and all of my Conan experi- 
ence has been in the plywood field. 

Because plywood ~ become one of the major areas of controversy 
in your consideration of the trade program, I hope that the experience 
of our association members can shed some light on this industry as it 
relates to the overall trade program. We think our problems are 
typical, and that an understanding of them may help in the formation 
of a general policy. 

The domestic alvecend industry or, at least, one segment of it, the 
hardwood plywood industry, has been engaged in the long-term cam- 
paign to convince the Congress, the Tariff Commission, the Treasury 
Department, and other Government agencies that it is being destroyed 
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or injured or placed in an unfair competitive position because of cheap 
foreign plywood. 

This campaign has taken the form of antidumping investigations 
made by the Treasury Department, escape-clause complaints before 
the Tariff Commission, application of the Buy American Act and, 
currently, seeking legislative quotas to throttle imports. 

I can sympathize with the domestic industry, for there is little 
doubt that it is experiencing serious competitive problems. 

But imports of plywood are also having a difficult time because 
of many of the same competitive factors. Competition in the hard- 
wood plywood industry has come, to a significant extent, from new 
domestic products or from new uses of established domestic products. 

A large part of the hardwood plywood that formerly was used as 
drawer bottoms, furniture backs, television cabinets, even doorskins, 
has been replaced by competitive products such as hardboard. 

A substantial portion of the market that formerly existed for the 
thicker plywood panels in desk tops, sink tops, and other similar 
applications has been taken over by particle boards, a mushrooming 
domestic industry that uses waste material to produce a cheap but 
sturdy panel. 

Aside from this new competition, there is another even more fun«la- 
mental problem that is plaguing the domestic industry and that . 
the depletion of the fine hardwood timber stands that have formed the 
basis of this industry over the years. 

Unlike fir and pine, the hardwood tree is a slow grower. It takes 
many, many decades to produce the kind of log which can be used 
for the making of decorative hardwood plywood. 

Due to their scarcity, these fine hardwoods such as walnut, oak, and 
birch, are becoming increasingly dear in price. The constantly in- 
creasing distance between the mill and the timber supply results in 
increasing costs of transportation to the manufacturer’s plant. The 
industry is depleting a natural resource which cannot be replaced 
for many years, no matter what happens to imports. 

Here, then, is an industry beset by competitive problems from new 
items produced by domestic manufacturers and faced with gradual 
depletion of its raw material and the resultant higher costs. These 
= obviously cannot be solved by imposition of quotas or high 
tariiis. 

However, gentlemen, I would be less than completely candid if I 
did not admit that imported plywood does have some competitive 
impact on domestic hardwood plywood production. Unquestionably 
there are areas where imported panels have replaced domestic pro- 
duction in direct competition. 

Such competition, however, has been negligible, for the plywood 
which has been imported, principally from Japan, has by virtue of 
its price and its characteristics, opened up new markets in the United 
States. The largest market for Japanese plywood is for use as door- 
skins to supply the flush-door industry which has sprung up in the 
past few years. 

This rapid growth of the flush door production was occasioned by 
consumer tastes shifting to the stylized modern flush door. It was 
because of the low price of these Japanese doorskins that flush doors 
could be sold to the mass market. 
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There was no production base in the domestic industry to supply 
the tremendous quantities of plywood required for these doors. 

Another vast new market created by the Japanese imports has been 
wall paneling of exotic woods for low-cost homes. Recent years have 
also seen an increased use of decorative hardwood plywood for the 
manufacturer of kitchen cabinets. This is a trend away from a 
painted wood cabinet and also away from the use of steel. Sales by 
the domestic industry in the cabinet market have also increased sig- 
nificantly. 

Thus, imports and domestic sales have moved hand in hand in the 
development of this new market. 

There has been a steady growth in the manufacture of house trail- 
ers, sales last year amounting to over $600 million. Imports have also 
shared with the domestic industry in providing plywood paneling for 
the interiors of many of these trailers. 

The consumer has received the benefit of these developments along 
with the door manufacturer, trailer producer, home builder and, of | 
course, the ply wood distributor. 

If imports of hardwood plywood were seriously curtailed, the do- 
mestic industry might be able to fill a small portion of the void, but 
it could never satisfy the requirements of the great bulk of these 
markets. 

The choice here is not between imported plywood and domestic ply- 
wood. Before imported plywood was available for doorskins and 
paneling, builders of low-cost housing could not purchase domestic 
plywood for these uses due to the cost factor, and if imports are 
denied to them they still cannot use domestic plywood in its place. 

Low-cost housing just cannot utilize the expensive hardwood ply- 
wood produced in the United States, such as walnut, birch, oak, 
African mahogany, and other decorative hardwoods. 

If imports are stopped, the great bulk of these builders would turn 
to hardboard or some similar substitute, or would simply not use 
decorative wood paneling. This would provide little help to the 
domestic hardw ly wood industry. 

This analysis of the market is based not only on my own experience 
and that of my associates in the plywood puibantert but it is also the 
unanimous conclusion of the United States Tariff Commission, which 
spent much time and money only a few years ago investigating every 
aspect of the hardwood plywood problem. 

In the face of an admittedly great increase in plywood imports, the 
commission found that these imports were not causing or threatening 
og: injury to the domestic aoa 

would like to read just a few excerpts from that unanimous 
Tariff Commission report which may help put the problem of plywood 
imports into their proper perspective : 

To a significant extent, imports have been supplemental to the domestic supply 
of hardwood plywood. Indeed, the availability of imports has helped new 
markets for the product. 

The great expansion in consumption of hardwood plywood in the production of 
flush doors would not have been possible if producers had been dependent entirely 


on domestic plywood. 
Domestic supplies would not have been adequate. 


Despite this complete vindication by the Tariff Commission, it is 
worth noting that the Japanese voluntarily imposed export quotas 
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on their plywood shipments in order to avoid any disruption of the 
United States market. While these quota controls have gone through 
some growing pains, they did serve to keep the import increase within 
reasonable limits, and as of five months ago the controls were made 
applicable to every square foot of plywood shipped from Japan to 
the United States. 

Certain aspects of the Tariff Commission hearing on the subject 
of plywood were discussed at this committee meeting yesterday and 
Congressman Holmes of Washington brought up some points. I am 
sorry he is not here. I would like for the record to answer some of 
the questions which he posed. 

Apparently Mr. Holmes was under the impression that relief was 
denied in the tariff hearings to the hardwood plywood industry be- 
cause the Tariff Commission studied the whole lumber industry, found 
it to be in a profitable and solid condition, and thus failed to grant 
relief to the hardwood plywood segment of that industry. 

I think that the record will indicate that the Tariff Commission 
did not study the lumber industry at all, nor did it study the entire 
plywood industry, but, rather, it segmented the hardwood plywood 
portion from it an directed all of its attention to the hardwood ply- 
wood industry segment. 

It should be pointed out here that the great bulk of the United 
States plywood industry is not hardwood plywood, but softwood ply- 
wood. The huge plywood industry on the west coast, including that in 
Mr. Holmes’ State of Washington, is softwood plywood, a product 
which is not imported at all and which is not competitive with the 
imported hardwood plywood. It is not competitive because fir ply- 
wood is primarily a structural material, whereas the imported hard- 
woods are mostly used for decorative purposes derived from their 
natural grain characteristics. 

Further, this west coast softwood plywood is substantially lower 
in price than the cheapest comparable imported plywood. 

It was for these reasons that the Commission segmented the ply- 
wood industry and considered only the hardwood plywood portion and 
its reaction to the imports. We, the importers, had no quarrel with this 
segmentation and made no attempt to persuade the Commission 
against its use. 

The Commission found, as I stated a few moments ago, that the 
hardwood plywood industry was not being injured and was not even 
being threatened with injury by the increasing imports of hardwood 
plywood. 

I must admit that conditions have changed somewhat in the 214 
years since that Tariff Commission report was made, because this is 
not a static market. It may be that all of the conditions and cir- 
cumstances that the Commission found then do not exist today. 

However, I am convinced that a thorough investigation of hardwood 
plywood imports and their present effect on the domestic hardwood 
plywood industry would lead to substantially the same conclusion 
that was reached by the Commission in its previous finding. 

If there has been a substantial change of circumstances and if the 
industry thinks that it is now being hurt, then the proper forum to 
consider that problem is the forum which was created by this Congress 
as the expert fact-finding body on the impacts of imports. That is 
the Tariff Commission. 
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I think the Commission would find that imports are having an im- 
pact on the domestic hardwood plywood industry and that some do- 
mestic producers would increase their sales if all imports were cut off. 

However, I believe the Commission would find that the elimination 
of hardwood plywood imports would destroy $36 million worth of 
import business in order to provide domestic hardwood plywood pro- 
ducers with perhaps an additional $1 million worth of business. n- 
sidering that the $36 million worth of hardwood plywood imports 
also pay for $36 million worth of United States exports, includin 
products of our farms and factories, this seems a tremendously hig 
price to pay for the slight additional relief that might be granted 
to a few members of the hardwood plywood industry. 

Now, gentlemen, just how would our own economy be affected by 
serious restrictions on these imports? I think the facts show that a 
limitation of these imports would hurt the United States in many 
ways. It would almost destroy the flush-door manufacturing indus- 
try that has grown up over the past 5 or 6 years. 

Mr. Simpson, in your State, in Pennsylvania there is at least one 
door plant using exclusively hardwood plywood which is imported 
from Canada today and from Japan. 

Mr. King, as you know, in southern California, there are cur- 
rently nine producers of flush doors all of whom exclusively depend 
on imported hardwood plywood from Japan or Canada. These plants 
cannot continue without imports. 

This restriction would seriously interfere with normal operations 
of trailer manufacturers, cabinet manufacturers, and furniture manu- 
facturers. 

In Takoma, Wash., there is a furniture manufacturer who depends 
exclusively on Japanese plywood for his entire production. 

This would deny to many American consumers the warmth and 
er of natural wood paneling at a price within their reach. It 
would substantially increase the cost of building materials at a time 
when high level activity in the housing industry depends on keeping 
costs as low as possible. 

It would seriously curtail a very substantial market for our own 
exports of manufactured goods, industrial raw materials, and agri- 
cultural commodities. Ail of these serious losses would be suffered 
with little compensating advantage to the domestic hardwood ply- 
wood industry. 

It seems to me that this would be an extremely high price to pay for 
the slight amount of benefit that might accrue to domestic er wood 
producers if the imports were “ae 

Therefore, I would respectfully suggest to this committee that the 
trade program and the escape clause be so administered that these 
imports and imports like them which offer tremendous benefits to our 
= ene as well as to our friends overseas, should not be cur- 
tailed. 

Certainly our friends overseas cannot be ignored, because their 

strength is our strength. 
_ Recently I returned from a trip to the Orient, our major source of 
imported plywood. On many a night after a long dinner and a 
cup or two of sake, I have been asked by my Japanese friends, 
”*What do you expect of us?” 
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They have pointed out that Japan is our largest customer of cotton, 
rice, and many other products of our farms and factories. It has 
bought from us every year since the war substantially more than we 
have purchased from Japan. 

In 1956, for example, we sold $887 million worth of United States 
goods to Ja an, and bought $547 million from them. This is known by 
most every Sunenast schoolboy. 

How do I answer my Japanese friend when he says, “You object 
to our pene our tuna, our textiles, our toys. What can we ship 
you to help pay for what we buy from you?” 

This problem is also pointed up by a recent article in the Saturday 
Evening Post, written by Cameron Hawley. Mr. Hawley visited 
Japan and wrote an article entitled “Are We Driving Japan Into 
Red China’s Arms?” 

With the committee’s permission I should like to end my statement 
by reading a few lines from the conclusion of Mr. Hawley’s article. 

Yesterday, in one of my last interviews I talked to a venerable captain of 
industry who has come through purging, bankruptcy, and depurging to emerge 
as a chairman of the board of one of the big trading companies. Huddled in one 
of the white slip-covered chairs that furnish every Japanese conference room, 
he sipped his pale tea and said, “Japan’s best future is with the United States, 
there’s no doubt about that, but whether you will allow us to realize upon that 
future—well, that’s something else again. Have you seen this?” 

He put down his teacup, and, with a tremor that I suspect may not have been 
caused by palsy, handed me a small booklet. “This was put out by some asso- 
ciation in your country that is trying to cut our exports of hardwood plywood.” 

The cover of the booklet was illustrated with a buck-toothed, slant-eyed 
monster, carbon copied from the hate-inspiring cartoons of World War II, tower- 
ing over three cringing little American workers about to be smashed down by a 
sheet of plywood in the hands of the ogre. 

“Your manufacturers may have a just cause for tariff protection,” he went 
on, “I won’t comment on that—my views are prejudiced—but it does seem 
that this is the sort of thing that will, in the end, force us to believe that if 
anyone is driving a wedge between the United States and Japan, it is some of 
your own people.” 

He may be right. 

Thank you, Mr, Chairman. 

Mr. Kine. Does that complete your statement ’ 

Mr. Davipson. Yes, sir. 

Mr. Smapson. I would like to be clear in my own mind. Were you 
and Mr. Holmes talking about different things? 

Mr. Davinson. No, sir; I was under the impression, Mr. Simpson, 
that Mr. Holmes in his remarks yesterday felt thatthe hardwood ply- 
wood industry had not been caaanity segmented from the rest of 
the lumber industry in the study made by the Tariff Commission. 

Mr, Sumpson. You refer to Mr. Holmes here. A bit later you say 
that softwood plywood is produced on the west coast in Mr. Holmes’ 
district. 

Mr. Davinson. Yes. 

Mr. Smupson. Was he talking about hardwood or softwood ? 

Mr. Davinson. I think he was referring to hardwood plywood, the 
Tariff Commission hearing on hardwood plywood. 

Mr. Srwpson. And from the point of his own interest so far as his 
own producers are concerned, he would be talking about softwood 
producers ? 

Mr. Davipson. I was trying, and I was hoping that Mr, Holmes 
would be here, to point out the difference between hardwood and 
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softwood, but I think he was under the impression that the softwood 
lywood and hardwood plywood had not been segmented when the 
earing went before the Tariff Commission. 

Mr. Simpson. That is my point. Are they segmented? They are 
in different groups? 

Mr. Davinson. Yes, sir. 

Mr. Srupson. You refer only to hardwood plywood ? 

Mr. Davipson. Yes. 

Mr. Stwpson, And Mr. Holmes, as you put it, should be referring 
to softwood ¢ 

Mr. Davinson. No, sir; because there are not imports of softwoed 
plywood. 

In talking about imported plywood, that is only hardwood plywood. 

Mr. Srarpson. Then the unemployment to which I assume he was 
referring was in the softwood industry ? 

Mr. Davinson. I did not hear him referring to the unemployment. 

Mr. Stueson. What was the purpose of his inquiry ? 

Mr. Davinson. I don’t know, sir. He was talking about the ply- 
wood industry to illustrate the point of segmentation in the hearing 
of the Tariff Commission. 

Mr. Suwpson. I am sorry he brought up the subject. 

Mr. Kine. Not at all. Mr. Holmes has been, on several occasions, 
anxious to get into the record for the benefit of the executive depart- 
ment, their refusal on many occasions in the past, or on some occasions 
in the pest, in Mr. Holmes’ opinion, to properly segment an industry 
but to bring in an entire industry in order to show it is not suffering 
and overlooking a segment of it that has been suffering. 

Thank you, Mr. Davidson, for giving the committee the benefit of 
your views. 

The committee will now adjourn until 10 o’clock Monday morning. 

(Thereupon, at 4: 50 p- m., the committee was recessed, to reconvene, 
at 10 a.m., Monday, February 24, 1958.) 
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MONDAY, FEBRUARY 24, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mrans 
Washington, D. C. 

The committee met at 10 a.m., pursuant to recess, in the committee 

po, new House Office Building, Hon. Wilbur D. Mills (chairman) 
residing. 
. The CHarrman. The committee will please come to order. 

We are very pleased to have as our first witness this morning the 
Secretary of State, the Honorable John Foster Dulles. 

May T cm, Mr. Secretary, that I have been advised informally 
that tomorrow, sir, is your birthday. We welcome you here specially, 
preliminary to that event tomorrow. 

Mr. Secretary, I presume that you desire to complete your statement 
before being interrogated. If that is the case, you are recognized to 
complete your statement. Then we will ask questions later on. 

We are glad to have you with us. You are recognized, sir. 

Secretary Duties. Thank you. 

As you pointed out, Mr. Chairman, this is my last appearance before 
Congress in my decade of the sixties. I will be reappearing in my 
decade of the seventies which begins in a day or two. 

The Cuatrman. I trust that the committee will get through with 
you before your 70th birthday. 

Secretary Dutues. I hope so. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE, 
ACCOMPANIED BY C. DOUGLAS DILLON, DEPUTY UNDER SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS; AND WILLIAM B. 
MACOMBER, JR., ASSISTANT SECRETARY OF STATE FOR CONGRES- 
SIONAL RELATIONS 


Secretary Duties. Mr. Chairman and members of the committee, 
I am here to support the President’s proposal to extend and strengthen 
the now expiring Trade Agreements Act. That proposal has two 
main aspects: 

1. It is designed to benefit our national economy by enabling us to 
share more of the world’s trade and commerce. 

The Secretary of Commerce and the Secretary of Agriculture have 


convincingly shown the importance of the President’s proposal from 


this domestic standpoint. 

2. The President’s proposal is also designed to help make the United 
States more secure against external danger. 

It is that aspect of the President’s program that I today ask you 
to consider. 
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The reciprocal trade agreements legislation of the United States, 
enacted in 1934 and extended and strengthened since then on 10 dif- 
ferent occasions, has by now become symbolic, the world over, of eco- 
nomic cooperation as a substitute for economic warfare. It stands 
for the proposition that everyone is better off by exchanging goods 
rather than by trying to be self-sufficient. 

Following the depression of 1929, many nations sought to revive 
their economies by building up trade barriers in terms of tariffs, 
quotas, and currency restrictions. The consequent decline in world 
trade brought about, by 1934, extreme nationalism in several countries, 
and that was a major cause of World War IT. 

Since World War II, the trend has happily been in the other direc- 
tion, at least so far as the free world is concerned. The United States, 
by far the greatest single economic unit, has been an indispensable 
leader in this respect. Our Trade Agreements Act, as renewed and 
strengthened from time to time, has reflected a purpose to build up, 
and not pull down, international trade. 

Today this is more than ever important. That increased impor- 
tance results from the grave dangers that we face from Communist 
imperialism. 

shall speak first of the physical danger that we face. 

Since 1955, when the Trade Agreements Act was last extended, there 
have been revolutionary developments in the instrumentalities of war. 
Hydrogen bombs have been developed in quantity, with explosive 

ower measured in terms of megatons, millions of tons, and not mere 
Eilotons The means of their delivery have been vastly increased, 
not merely by supersonic planes but by missiles hurled through outer 
space and traversing distances running into the thousands of miles. 

For the first time in history, the United States is subject to major 
devastation from weapons launched from foreign soil. 

That danger is met, and our peace is preserved, by one fact and 
one fact alone, that is, that the free world is not disunited, but works 
together and provides dispersed power to retaliate against armed 
aggression. That dispersal is a vital element. If our retaliatory 
power were located only in the United States, it would not be a de- 
reagg deterrent, for it might be largely obliterated by a sudden 

low. It takes cooperation all around the world to assure that Soviet 
armed aggression will be deterred. 

This cooperation cannot be sustained on a purely military basis, 
with disregard of economic factors. The United States is the eco- 
nomic heart of the free world. ‘The economies of other free nations 
depend in large part on the flow of trade, their economic life blood, to 
and from the United States. 

The dependable and effective use of joint military facilities in other 
lands faces inevitable collapse unless the governments and people as- 
sociated with us feel that their relationship with the United States 
contributes not merely to military security but also to indispensable 
economic security. 

Does this mean that our friends and allies may try to coerce us into 
trade arrangements which, from our standpoint, are improvident? 
It does not mean that. Never has any foreign government attempted 
to negotiate in those terms. 
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But there are certain facts of life that we must recognize. One is 
that representative governments cannot ignore the sentiments of their 
people. And other peoples will scarcely believe that we regard secu- 
rity as a two-way proposition, or that we take the Soviet Communist 
danger seriously, if we seem to be unconcerned about their economic 
welfare and force them to economic dependence on the potential enemy. 

The peace of the United States, now more than ever, depends upon 
maintaining with other free peoples a sense of fraternity and of com- 
munity. This implies willingness to cooperate with them in the 
field of trade and commerce. 

It would, however, be a great mistake to assume that the only danger 
our Nation faces is that from open armed attack. The greater danger 
comes from the political-economic warfare of international 
communism. 

Its strategy involves subverting one country after another until 
finally the United States is isolated and its economy so depressed 
that, to use Mr. Stalin’s words of 1924, the United States: 


will consider it expedient “voluntarily”— 


and Mr. Stalin put that word in quotation marks to indicate his 
sarcasm— 


to make substantial concessions to the proletariat. 


That strategy was recently restated by Mr. Khrushchev in these 
words: 

We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States is not the ICBM, but in the field of peaceful 
production. We are relentless in this and it will prove the superiority of our 
system. 

It would be reckless to treat that threat as negligible. Soviet rulers 
have been rapidly developing their means of waging economic war- 
fare against the United States and have now achieved an industrial 
level that enables them to export manufactured goods in increasing 
quantity and variety, and to take in exchange large amounts of nat- 
ural products, agricultural and mineral, either for their own use or 
to dump on free world markets. They hope thus to gain economic 
dominance and subsequent political dominance in many countries that 
seek an assured foreign market whereby to earn the means to pay for 
essential imports. 

Already the Soviet bloc has initiated this technique in relation to 
Egyptian cotton and Syrian cotton and wheat. The Communist 
rulers no doubt hope thereby to gain a controlling influence over the 
Suez Canal and the Syrian pipelines, with which they could dominate 
the economy of Western Europe. 

Similar Sino-Soviet bloc efforts are manifest in relation to other 
areas. 

If other free world nations think that the United States market 
will be increasingly closed to them, that will immeasurably help the 
Soviet Communist bloc to prosecute their plan of economic encircle- 
ment and ultimate strangulation of the United States. 

Some elements of United States industry seek to improve their 
competitive position by implying that any competition from abroad, 
merely because it is foreign, should on that account be debarred. 
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The United States cannot accept that viewpoint without endanger- 
ing our whole Nation. There is, of course, a wide range of cases 
where foreign competition should be restrained, and is restrained, b 
protective action. But a general disposition to exclude foreign goods 
whenever they are competitive would gravely disrupt economic, po- 
litical, and spiritual relationships which are required for our own 
welfare and for the defense of our peace and freedom. 

It is neither un-American nor unpatriotic to have national policies 
designed to asure a congenial and friendly world environment. Since 
our earliest days it has been, and now is, accepted United States doc- 
trine that our own peace and security interlock with conditions else- 
where. We have, when needed, paid a great price in blood and treasure 
to prevent other lands from falling under the control of hostile 
despotisms. 

he first great foreign policy of the United States was the Monroe 
Doctrine. It declared that the peace and security of the United States 
would be endangered if hostile despotisms were to extend their polit- 
ical systems into any portion of this hemisphere. By the Caracas 
Declaration of March 1954, the American Republics declared that the 
domination or control of the political institutions of any American 
state by the international Communist movement would endanger the 
peace of America. The Congress of the United States in June 1954, 
with only one negative vote—there was no negative vote in this 
House—endorsed that Caracas resolution. 

If, indeed, the spread of international communism to this hemi- 
sphere endangers our peace, shall we seek by sound economic measures 
to prevent that or shall we adopte trade policies that will create the 
very danger we signaled ? 

ur second great foreign policy evolved in relation to Europe. In 
World War I and World War II, the United States incurred casualties 
of the order of 1 million and spent hundreds of billions of dollars 
rather than see the other side of the Atlantic fall under the domination 
of a hostile despotism. Now this threatens for the third time. Shall 
we have trade policies that will unite Western Europe with us in 
vigorous freedom or shall we renounce this waging of peace? 

Our third great foreign policy evolved in relation to the Western 
Pacific. We were unwilling that the Far East and the Pacific Ocean 
should fall under the domination of hostile war lords. In order to 
prevent that, we fought a long and hard Pacific war. Unless we have 
enlightened trade policies, we shall risk losing all that we thought we 
had won at so grievous a price. 

Since the close of World War IT, the United States has by treaties or 
Joint Congressional Resolutions, proclaimed, as regards nearly 50 
nations, that the peace and security of the United States would be 
endangered if these other nations were to fall into the clutches of 
Communist imperialism. But the Communists are not going to keep 
hands off merely because of bold treaty words or resounding con- 
gressional resolutions. The Russian and Chinese Communists are 
tough. Our words will command respect only if we are seen to be ready 
to back them up. ; 

If we are to avoid the grim alternatives of war or surrender, we 
must have the national policies and actions represented by our mutual 
security program and by the Trade Agreements Act. 
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With these measures, the United States and its allies can peacefully 
win the cold war. President Eisenhower said last December in Paris: 
There is a noble strategy of victory—not victory over any peoples, but victory 
for all peoples. 
The policies of the free world over recent years have been winning 
policies, and clearly so. 

Armed aggression has been deterred, and the free world has co- 
operated successfully to resist Communist subversion. 

In Eastern Europe, outbreaks in East Germany, Poland, and Hun- 
gary have shown the discontent of the captive peoples and their long- 
ing to become again free and self-respecting nations. 

Within the Soviet Union itself there have been sensational political 
changes over the past 5 years which represent not merely personal 
struggles for power but a conflict of policies related to the growing 
desire of the people for more intellectual freedom, more personal se- 
curity, and better living conditions. 

It is by no means visionary to foresee the time when nations and 
peoples now being exploited by international communism for external 
adventures and world conquest will have governments genuinely dedi- 
cated to promoting the welfare of their own people. Then indeed the 
international scene will be transformed. 

However, this result will not be achieved unless the free-world 
nations stand firm on the policies that create a unity which nullifies 
both the military and the political-economic threats which now stem 
from Communist imperialism. 

The imperialist leaders have, or believe they have, one asset on their 
side, that is, the tendency of the democracies to get tired and not to be 
willing to persist in the efforts that are required to sustain free-world 
unity and strength. If that unity ever collapses, then the Communists 
could feel that victory was within their grasp. 

The essential is that we hold fast to policies which have demon- 
strated their worth and which, if persisted in, will assure that the ulti- 
mate victory will be that of the people, not of the despots. 

Let me take, by way of illustration, four key positions: North, south, 
east, and west. 

To the north, there is Canada. The United States and Canada are 
inescapably interdependent from the standpoint of continental de- 
fense. In 1957 Canada bought from us about $3.9 billion of goods 
and sold to us about $2.9 billion of goods. Canada has expressed its 
concern at the size of this adverse trade balance. If the Canadian 
Government and people were to assume that it is our purpose to make 
that trade balance still more adverse, there would inescapably be ad- 
verse repercussions on our joint North American defenses. 

I turn to the south, to Venezuela. It supplies petroleum products 
which were vital to us and our allies during World War II and the 
Korean war. Later, Venezuelan petroleum prevented a major catas- 
trophe when, in 1956, the Suez Canal was closed and the Iraqi-Syrian 
— blown up. Venezuela bought from us, in 1957, about $1 bil- 

ion and sold to us about $900 million of goods. If the Government of 

Venezuela considers that we intend to put up serious barriers to im- 
ports from Venezuela, the consequences will not be in the interest of 
our national security. 
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I turn now eastward to Europe, taking the United Kingdom as an 
example. The British people are authors and stanch defenders of free 
institutions. We have a varied and vital military cooperation with 
the United Kingdom. We have just concluded with it our first IRBM 
agreement. The terms are being announced today. The United 
Kingdom lives by participation in world trade. In 1957 it bought 
about $1.1 billion of United States goods and sold to us about $775 
million of goods. 

If the United States were to adopt policies that would set in motion 
a series of worldwide trade restrictions and high tariff policies, the 
effect upon the United Kingdom would be grievous. 

If we turn now to the Far East, we have the case of Japan. Japan 
is our second largest market for American goods generally and our 
best market for agricultural products. Japan has a population of 
some 90 million. They live in an area about the size of California, but 
with no comparable natural resources. The Japanese must manufac- 
ture and trade in order to live. They are, indeed, the only important 
industrial nation in the Far East. They bought from the United 
States in 1957 about $1.25 billion of goods, and sold to us about $600 
million of goods. 

In the period of the early thirties, when world markets were 
closing and international trade declining, the leadership of Japan 
passed to those who believed that Japan, in order to earn a decent 
livelihood, would have to impose its rule over China and southeast 
Asia to insure adequate markets and sources of raw material. That 
led to war. Today the Soviet Union and Communist China eagerly 
covet the use of the industrial power of Japan for their military and 
economic warfare purposes. The Japanese resist that unholy alliance. 
But surely our trade policies ought to help to make it possible for 
Japan to gain a livelihood within the free world. 

There is no suggestion that the United States should eliminate all 
restrictions on all imports from these four countries, or from any other 
countries. Actually, special measures have recently been taken to limit 
imports from each of the four countries I have specifically mentioned. 
For example, there is a Government-sponsored voluntary restriction by 
importers which limits oil imports including those from Venezuela and 
from Canada. There is an increased duty on bicycles from the United 
Kingdom, as a result of escape-clause action. There are Japanese- 
imposed restrictions on textiles, flatware, and other goods sold to the 
United States. 

Surely a system that contributes so much to our political and mili- 
tary security, which takes account of the needs of our domestic indus- 
try, and which provides our farmers and industrial workers with vast 
markets, should be effectively continued. 

As other witnesses have testified, there is developing a new situation 
in Europe as a result of the common market treaty which will create 
a common market without trade barriers as between six countries of 
western Europe. It remains to be seen whether those responsible for 
the common market will adopt liberal trade policies or protectionist 
policies as regards others. The decisive period in this respect is from 
now through 1962. Much will depend upon the example of the United 
States and the bargaining power of the United States. This is a par- 
ticular reason for extending the act for 5 years and strengthening it 
as requested by the President. 
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Mr. Chairman, in this period when we think of George Washington 
in reference to his recent birthday, we recall that he gives pertinent 
advice in his Farewell Address. He counsels that our national policies 
should be formulated, not on a basis of sectionalism, but on the basis 
of overall national interest. Hesays: 

Every portion of our country finds the most commanding motives for care- 
fully guarding and preserving the union of the whole. 

And the union, he adds, should be directed by an indissoluble com- 
munity of interest, as one nation. 

And he emphasizes the words “one nation.” 

Almost every national policy hurts some and benefits others. The 
form of our taxation, the nature of our defense purchases, the location 
of Government operations—all of these and other national policies 
inevitably tip the scales of competition. Often, and certainly in the 
field of trade, those few who may be hurt are more vocal than the 
many who may gain. I do not complain that those who may be hurt 
are vocal. That is their right. But the Congress has a duty. The 
determining factor should, as George Washington said, be the “guard- 
ing and preserving of the union of the whole.” 

The Trade Agreements Act stands as a worldwide symbol of en- 
lightened statesmanship. Failure to renew and strengthen that act 
as the President has requested would set back the clock and endanger 
our Republic and each and every person in it. That is the para- 
mount consideration. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Secretary, we thank you, sir, for your state- 
ment and recommendations to the committee with respect to the 
legislation that is before us. 

Mr. Secretary, in the interest of carrying out the hope I expressed 
earlier, that we not keep you here beyond the eve of your 70th birth- 
day, let me be very brief with 2 or 3 questions that I have in mind. 

Mr. Secretary, you mentioned the Monroe Doctrine, and you also 
mentioned, I gather, the possibility of the Russian economic offensive 
being aimed at, among other sections of the world, the Latin Ameri- 
can countries. 

Is that the thought you intended to convey in your statement, that 
there is that possibility that Russia may move in a direction that is 
not included within the Monroe Doctrine; namely, the economic field 
in South America ? 

Secretary Dues. Yes, sir. 

As you members of the committee know very well, our neighbors 
to the south of us primarily produce raw materials and other goods, 
much of which is Sei ee but some of which is dutiable, and 
they are extremely anxious to have dependable export markets so as 
to import the manufactured goods which they want. 

There is a growing feeling in some of these republics to the south 
of us that we rather use them, in the sense that when we get into a 
serious international trouble, war, or threat of war, we buy largely of 
their products, and the rest of the time we do not pay much attention 
to them, so that they go through periods of boom and bust. 

The Soviet Union comes along and says, “You don’t have to deal 
with the United States. We will make a barter arrangement with 
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you, and we will agree to take your surplus products for this 5 years 
and give you a shopping list of manufactured goods in place of it.” 

Of « course, we know full well, and indeed our neighbors to the 
south know full well that the Soviet Union is not doing that as an 
act of generosity, but doing it to get its clutches upon these countries. 
They & not want to deal with the Soviet Union, but neither do they 
want to feel that the United States is moving in the direction of set- 
ting up barriers against them. 

ile it can be argued, plausibly argued, that in fact the non- 
extension of this agreement would not automatically, of itself, create 
any serious barriers against South America, the fact is that it would 
be interpreted as a move in that direction, and they feel that if you 
take the one step here, you are going to take another step and another 
step, and they had better look out for themselves as best they can. 

You said that is not covered by the Monroe Doctrine or by the 
Caracas declaration. The first o we are talking about, the eco- 
nomic step, is not covered by the Monroe Doctrine or the Caracas 
resolution, but the consequences of that first step were covered by 
both the Monroe Doctrine and the Caracas resolution, because that 
development will almost inevitably bring, as a second step, the exten- 
sion to these republics to the south of us, of the political institutions— 
to use the words of the Monroe Doctrine—of the foreign “hostile 
despotisms” or, to use the words of the Caracas declaration, the ex- 
tension of “control by international communism,” its control of the 
political institutions. 

If we allow the first step to occur, that second step is almost sure to 
follow, which would be a threat to the Monroe Doctrine and the 
Caracas resolution, and then we would have to decide what to do 
about it. I hope that is a dilemma we will not have to face. 

The Cuatrman. Mr. Secretary, at the moment, other than the con- 
cern you have expressed concerning South America, is there actually 
a serious threat that we can see, that Russia is trying to make headway 
economically in South America? Are they already there? 

Secretary Duties. Mr. Chairman, there are very specific things 
which I prefer not to go into in a public session. 

The Cuarrman. And I would not want you to do so. 

Secretary Duties. But there are specific offers, there are specific 
missions underway in some Latin American countries today. Tt is a 
situation which is not just an abstract possibility. It is an actual, 
immediate, practical possibility that we face and that gives us serious 
concern. 

The Carman. And the one way in which we may hope to be able 
to thwart that move is to continue to have somewhat of an open door 
in our economic relations with South America. Is that correct? 

Secretary Duties. That is right, Mr. Chairman. 

The Carman. It is further your point that if we close the door 
or partially close it, we may well counteract the influences that are 
sagen being brought to bear to thwart this move by Russia in 

outh America. 

Secretary Duties. That is correct. 

The Cuarmman. Mr. Secretary, one argument that is made by the 
opponents of this program, and I think that eee their strongest 
argument is this: They may agree with all that you have said here 
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about the need for our carrying on our economic relations with the 
free world, but they ask, “if we are doing that to limit Russian 
aggression, or Communist aggression, why should just a few indus- 
tries in the United States have to pay the price or the cost; why 
should those costs not be borne by all the people of the United States 
through some program that falls evenly upon all people, rather than 
through the present program, which falls heavily upon some and not 
at all upon others?” 

What answer can we give to the argument that is made? 

Mr. Duties. Mr. Chairman, as far as the State Department is con- 
cerned and I am concerned, I would say that, if it is practical to find 
a measure which will distribute more equitably the burden of our 
liberal trade policies which are needed for national security, I am all 
for it. I mealies that there are difficulties in the way, however. 

Whenever we get into a hot war, the burden of that falls unequally. 
We do not want it to fall unequally, but it does so. Some people are 
called to serve in the first line and get killed; other people have office 
jobs back here in Washington. That seems unfair, but there is no 
way that I know of to equalize the risk and danger and still conduct 
the war successfully. 

so, a war will cause a boom for some industries, war industries, 
and will bring financial hardship for other industries. 

We have not yet found any way to operate a hot war and have the 
incidence of that war fall equally upon everybody. We are conduct- 
ing acold war. I am not sure that it is possible to have the incidence 
of that fall equally. But if it can be done, as far as the State Depart- 
ment is concerned, we are all for it. 

There are a number of domestic problems which are not particularly 
in my province, but to which I might allude. It is not always possible 
to segregate the damage that comes from foreign competition and 
the damage that comes from domestic competition, changing habits 
of our people, inefficiencies in certain industries, and so forth. You 
cannot cover everything up just by saying it is due to foreign competi- 
tion. And to find out just what is due to foreign competition and 
what is due to other causes is, I suppose, a somewhat difficult task. 

Then, there is the problem of, if you once start subsidizing, whether 
you can ever stop. 

As I say, those are not primarily my concerns, but as a member of 
the Cabinet that has to consider some of these things broadly, I recog- 
nize that there are certain serious problems involved; and if, from the 
standpoint of conduct of foreign relations, there is a way to do this 
that is practical and reasonable and which would make it more fair, 
Iam all for it. 

The Cuatrman. Mr. Reed will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, I am delighted to see you here, and I am 
sorry I was late and missed a part of your paper. I will go over it 


very carefully. 
Secretary ULLES. Thank you. 

r. Reep. I do not wish to flatter you in the least bit, but I want to 
say to you that I consider you one of our greatest Secretaries of State, 
although unfortunately I must disagree with you on many points. I 
am a a and always have been, oa I hope I always shall 
be. do not believe in free trade. I do not believe the world is 
ready for free trade, if it ever will be. 
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We speak about the common market being involved in this question, 
and that people are expressing some concern about the foreign mass 
market. I thought that that was one of the desirable things that 
should happen, but this competition between industrial nations has 
never struck me as being very sound. It has always seemed to me 
that it would be good if they could get together in Europe and break 
away the barriers between themselves, so that they could have a com- 
mon market that would make it possible for them to have a higher 
wage and higher standard of living and not be trying to get into our 
market, which has been developed at great cost over many years. 

I am wondering if we have not gotten our tariff down now to an 
average that is the lowest it has ever been in our history. 

Secretary Duties. I think so, yes. 

Mr. Reep. So we are not a high-tariff country ? 

Secretary Duties. No, sir. 

Mr. Reep. That is not one of the trade barriers. 

Secretary Duties. Could I comment on your remarks? 

Mr. Reep. Yes, I would like to have you doso. 

Secretary Duties. First, you are quite correct, Congressman, in say- 
ing that we look upon this common market, as an overall consideration, 
as a very desirable development, and we have encouraged it. We be- 
lieve that it is going to create a situation where that part of Western 
Europe, through being more closely united, will have larger markets, 
will be stronger, and less dependent upon the United States. We have 
been very eager to get Western Europe into a strong position to carry 
an even larger percentage of the load of mutual security and things 
of that sort. We believe this will be a development in that direction. 

While the overall benefit of it is certainly advantageous, I think, 
from the standpoint of the United States, the fact is that that area 
represents now a very large market for United States goods. We want 
to be sure, as best we can, that that area will itself adopt trade policies 
which will continue to be receptive to United States exports. We be- 
lieve that the authority sought here by the President will enable us 
to exert an influence in that direction. 

You referred to the fact that we already have pretty low tariffs. We 
do have. I would like to direct your attention and that of the commit- 
tee to the fact that those of us who share in the responsibility for 
operating under this authority are not reckless in the use of the author- 
ity that the Congress gives us. I have a reputation in some quarters, 
at least, as being a fairly tough trader. Certainly, the Russians seem 
to think that, and they would prefer to have somebody else to trade 
with. I donot believe in giving away the interests of the United States 
to the Russians or anybody else. 

Of the authority which we have had since 1953, since I have been 
Secretary of State, we have actually used only a very small part. That 
is because, due to the findings of the Tariff Commission with refer- 
ence to peril points, due to the difficulty of getting an advantageous 
deal for the United States, it has not seemed prudent to do it. We 
do not just throw this away and give away tariff concessions for noth- 
ing. We use them only where we really think it is clearly to the bene- 
fit of the United States in terms of the United States trade or in terms 
of the United States security. 
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I do not have the figures clear back, but under the 1953 and 1954 
acts, we used only a little of the authority to reduce tariffs which was 
given to us; and of the 15 percent that was given to us by the 1955 act, 
we have used only about 4 percent. 

That indicates, Congressman, that we realize that we are in an 
area in which the tariffs are already low, and that we use the new 
authority sparingly. But the significant thing, the important thing 
is that the act should be continued on terms and conditions which do 
not suggest to the rest of the world that we are in a mood to close 
the door. 

The chairman used an expression a few minutes ago. He talked 
about the swinging door. What the rest of the world fears is that it 
will start to swing closed. If it starts to swing closed, they think it 
is going to go on swinging and wil] gather momentum, and the first 
thing you know, we will be back into a very difficult condition. They 
are watching that door in the most intense concentration, to see 
which way it is going to swing. If they see it start swinging into a 
closed position, I assure you that it will be very bad. 

But we do not, Mr, Chairman and Congressman Reed, have any 
idea of being reckless or not trying to look out for the interests of 
the United States. I think that the actual operation of the act during 
these past 5 years is a demonstration of that fact. 

Mr. Reep. Mr. Secretary, that is very interesting. In the 5 years 
of the extension of this bill, I am wondering whether these foreign 
countries are not going to want us to remove some of the barriers here 
in this country. First, we have wheat restrictions, under quotas, in 
different sections; we have cotton with a tariff on it; and flaxseed, 
which I recall as one of the items that are protected now. 

As far as I know, these restrictions should not necessarily be 
removed, but it seems to me that when we are down to 5 percent of 
tariff on the average, overall, and we are going to go ahead for 5 
years, some of these tariffs now protecting our agricultural products 
are going to come in for a lot of pressure, to eliminate them entirely, 
and I am wondering what is going to happen. 

I am really desperately worried about it, because you know as 
well as I do that we have paid a terrible penalty for low tariff legis- 
lation in the past, and at this point, now, when we have spent billions 
of dollars in rehabilitating the industries that compete with us—in 
other words, with our money they have been sharpening the knife to 
cut our throats with their low labor costs—they are going to pene- 
trate this market. 

I am worried in regard to those things. 

I have always sized you up, Mr. Secretary, as a protectionist. But 
we are getting awfully close to free trade under this reciprocal trade 
agreements program, and I think that we are just beginning to feel 
the effects of the rehabilitation of the industries which has taken 
place with our money, and we are going to have what we had at the 
end of the First World War, when imports poured in here so that we 
had to have an emergency tariff in order to protect us from the 
inroads of foreign goods, 

ze much more do you think we can reduce the tariffs with any 
sa ety ¢ 
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Secretary Duties. I think we should have the authority that the 
President requested. How much of that we will use depends upon 
whether or not it is necessary or advisable to use it in the interests 
of the United States. 

As I peinted out, we have not by any means used all the authority 
that was given to us by the 1955 act, and we used none of the au- 
thority under the 1953 and only a small amount of the authority un- 
der the 1954 act. We try to be prudent in our use of this authority, 
and we do not consider that merely because Congress gives us au- 
thority, we automatically have to use it. The record shows that. 

Mr. Reep. I would like to ask you, because you know and your ex- 
perts can tell us, just how many barriers have been removed, taking 
each country separately. 

Of course, tariffs are not much of a barrier, when you get right 
down to it. 

Secretary Duties. You are speaking now of the barriers of foreign 
countries to our goods ? 

Mr. Reep. Yes, the barriers of foreign countries, for instance, that 
militate against our foreign trade. 

Secretary Dutues. I obviously could not give that to you offhand, 
on a country-by-country basis. 

Mr. Reep. I would like to have it for the record if I could, just 
how many barriers have been removed and how many have been set 
up to overcome the alleged barriers that have been removed. 

For instance, it is easy enough to lower a tariff and then turn 
around and put out a license so that you cannot get anything into 
the country. When a big concern cannot get more than one electric 
dishwasher into a country, because of the restrictions that are put on 
it in one form or another, it does not look as though we are getting 
much cooperation. 

The Cuarrman. Without objection, that information will appear 
in the record at this point, Mr. Secretary. 

(The following information was later submitted by the Depart- 
ment of State for the record :) 


There has been substantial progress since the end of World War II in reduc- 
ing barriers to sales of American goods abroad. The main obstacles to United 
States trade have been tariffs and quantitative restrictions (import quotas). 
In five major tariff negotiating conferences held since 1947, under the aegis of 
the General Agreement on Tariffs and Trade (GATT), the United States has 
received tariff concessions covering about $7 billion of United States exports. 
Progress in the reduction of quantitative restrictions against American goods 
has also been substantial although it cannot be as easily measured. The annex 
attached to this report contains summaries on a country-by-country basis of 
the extent to which quantitative restrictions imposed against exports from the 
United States have been relaxed. 

Trade and payments restrictions were in widespread use following World War 
II as the result of a severe disequilibrium of international trade caused by 
wartime dislocations, an exceptional demand for imports necessary to recon- 
struction, and a suppressed need for consumption goods. Many countries had 
exhausted their reserves of fureign exchange during the war and by 1945 had to 
a great extent lost the means of earning on current account the foreign exchange 
which had enabled them to import before the war. Protection of foreign 
exchange reserves became the primary motivation for maintaining trade and 
payments restrictions. In this way the flow of imports was restricted to those 
commodities deemed most essential to the national welfare. 

Ilowever, by and large the nations of the free world soon recognized that 
trade restrictions were not in their long-term economic interest. Thus, the 
coLtract'ng parties to the GATT included in the agreement a general prohibi 
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tion on the use of quantitative restrictions. They realized at the same time 
that a country in balance-of-payments difficulties might temporarily be required 
to limit its imports to conserve scarce foreign exchange, and therefore permitted 
in the general agreement temporary use of quantitative restrictions to safe- 
guard a nation’s external financial position and balance of payments. Quantita- 
tive restrictions came to be recognized, in most cases, as temporary measures 
necessary in order to allocate scarce foreign exchange for the most essential 
imports, although other exceptions to the general rule, of less importance, 
allowed very limited use of quantitative restrictions for such purposes as foster- 
ing economic development. 

As balance-of-payments positions of our trading partners have improved, the 
United States has made use of the GATT rules and the GATT forum to achieve 
a general reduction in the level of import restrictions on United States goods. 
The country summaries in the annex disclose that there has been substantial 
progress throughout the world in freeing trade since World War II, although 
occasionally countries have been forced temporarily to increase restrictions 
because of external financial difficulties, most recently New Zealand and France. 

In each of these cases, however, the United States and other contracting 
parties to the GATT have been able to examine, through the machinery of the 
general agreement, the need for these increased restrictions and to offer recom- 
mendations for minimizing the commercial damage resulting from their applica- 
tion. On the whole there have been relatively few intensifications of restrictions 
in recent years. Most governments have attempted to avoid intensifying import 
restrictions by using internal monetary and fiscal measures to deal with their 
balance-of-payments problems. 

The success of the United States in achieving a general relaxation of import 
restrictions against dollar zoods in the past several years has perhaps been 
greatest in Western Euro,e. There, quantitative estimates of the liberaliza- 
tion of trade with the United States and Canada are prepared in connection 
with an annual dollar liberalization review conducted by the member countries 
of the Organization for European Heonomic Cooperation (OEEC), which recog- 
nizes the liberalization of trade as one of its basic objectives. On the basis 
of dollar import restrictions existing in 1958, only Turkey of the 17 countries 
in the OEEC had not by March 1958 taken any steps toward freeing private im- 
ports from the United States, although at presemt France alse has tight con- 
trols on all imports. French liberalization of private dollar trade formerly 
stood at 11 percent, but in June 1957 liberalization was temporarily withdrawn 
because of extreme balance-of-payments difficulties. Of the 15 remaining coun- 
tries, 12 have freed private sector imports from the United States and Canada 
by more than 50 percent on the basis of 1953 imports, with the percentage running 
higher than 90 percent in Germany, Greece, and Switzerland. 

There has also been substantial progress in relaxing restrictions against 
dollar goods in other parts of the world, although this progress often varies 
more from country to country than is the case in Western Europe. In Latin 
America, Venezuela, Bolivia, Paraguay, and most of the countries of the Carib- 
bean area do not maintain any import quota restrictions. Cuba maintains 
a few quotas, and Mexico limits imports by a licensing system. In some of 
the South American countries the larger part of trade is with Europe, and 
dollar earnings are therefore limited. As a consequence, countries such as 
Brazil, Argentina, Uruguay, and Chile have established exchange control systems 
which allow utilization of their dollar resources for more essential purchases. 

In the Far Hast, there has been marked progress in reducing barriers against 
United States exports, although here, also, progress has varied a great deal 
in individual countries. Japan, for example, has been increasing its foreign 
exchange budget and at the same time widening the scope of its so-called 
automatic approval system. India, on the other hand, maintains a tight import- 
licensing policy necessitated by its uncertain foreign exchange position. 


ANNEX 


Argentina.’—Dollar balance-of-payments difficulties have resulted in the limi- 
tation of dollar imports to essential items, although the present exchange system 
represents a considerable relaxation of the import restrictions prevailing a few 
years ago. United States exports to Argentina have risen from $148 million in 
1955 to $211 million in 1956, and to $282 million in 1957. 


2 Countries not in the GATT, but with which the United States maintains bilateral trade 
agreements. 
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Australia.*—Rigid controls over imports from the United States have been 
maintained for many years because of an unfavorable trade balance with the 
United States. Discrimination against American goods, while not increasing, is 
unlikely to lessen unless Australia’s exports to the dollar area increase. 

Austria.’—In October 1956, action was taken which raised dollar liberalization 
from 8 to 40 percent on the basis of 1953 imports. Raw materials and manu- 
factured goods were extensively liberalized as well as such agricultural products 
as dried raisins, citrus fruit, oilcakes, raw cotton, and raw hides and skins. The 
Austrian Government has indicated that a further liberalization measure may be 
forthcoming. 

Belgium-Luxvembourg-Netherlands.’—These countries have adopted a common 
import policy in line with their movement toward an economic union of the 
three countries. Import restrictions have been removed on a substantial list of 
commodities, the liberalization amounting to 86 percent on the basis of 19538 
imports. Imports of agricultural products such as wheat, fats, raw tallow, 
tobacco, raw cotton, figs, almonds, nuts, and apricots have been liberalized to the 
extent of 88 percent, and raw materials such as copper, petroleum, and many 
chemicals to 80 percent. The liberalization for manufactured products amounts 
to 90 percent and covers a diverse and large range of products. Belgium and 
Luxembourg have individually applied for and received limited waivers under 
the general agreement to permit temporary import restrictions on certain agri- 
cultural products. These import restrictions must be nondiscriminatory as to 
source of supply. The Netherlands maintains some quota restrictions for bal- 
ance-of-payments reasons. In most instances, however, licenses are freely 
granted. 

Brazil22— Brazil uses a system of exchange auctions which favors essential im- 
ports. United States exports to Brazil were valued at $241 million in 1955, $296 
million in 1956 and $482 million in 1957. 

Burma?—Due to limited dollar availability, Burma normally licenses the im- 
port of only a few essential commodities from the dollar area. Asa recipient of 
Public Law 480 assistance, Burma has expanded the list of permissible dollar 
imports to include tobacco and some dairy products. United States exports to 
Burma are expected to increase under the $25 million United States eeonomie 
development loan extended to that country in 1957. 

Canada.2—Only a few items imported from the United States are subject to 
quantitative controls, with a negligible effect on total United States exports to 
Canada, which have increased rapidly in recent years. Since 1950, the United 
States has increased sales to Canada from $2 billion to nearly $4 billion a year. 

Ceylon2—In 1956, the list of commodities importable from the dollar area 
under open general license was expanded. Also, previous quotas for dollar-area 
goods subject to individual import license were removed with respect to imports 
by registered Ceylonese traders, although non-Ceylonese importers continue to 
be subject to quota restrictions. 

Chile.2—Present import restrictions make no distinction between imports from 
the dollar area and other imports. Consumer goods and luxury goods are gen- 
erally prohibited, but the Chilean market, at any rate for United States prod- 
ucts, has been largely for raw materials and capital goods. United States ex- 
ports to Chile were valued at $91 million in 1955, $155 million in 1956, and $195 
million in 1957. 

Colombia.—Severe import restrictions were applied recently on Colombian im- 
ports from all sources because of an unfavorable balance-of-payments position. 

Ouba*2—No balance-of-payments restrictions are maintained against imports. 
Cuba maintains a few quotas, however, on a limited number of agricultural 
products. 

Denmark2—The Danish liberalization percentage was raised from 55 to 66 per- 
cent as a result of a substantial relaxation effected by the Danish Government 
on February 26, 1958. Removal of quotas has been most extensive for agricul- 
tural commodities and includes such items as cotton, tobacco, soybeans, oilcakes, 
barley, oats, corn, and certain dried fruits. Many raw materials have been lib- 
eralized and the liberalization of manufactured products is also substantial, 
including such items as sewing machines, textiles, textile machinery, aircraft 
engines, cameras, and steel wire. 

Ethiopia.—Import discrimination has been eliminated and exchange is freely 
granted for imports from all sources. 


# Countries which are contracting parties to the GATT. 
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France—France temporarily revoked liberalization of imports from all 
sources in June 1957 because of balance-of-payments difficulties. 

Germany.A—Germany has substantially liberalized private dollar imports. 
Since the first step to remove quotas on imports was taken in 1954, there have 
been 5 subsequent actions raising dollar liberalization from 68 percent to 93 
percent. This percentage does not include the most recent liberalization meas- 
ure made effective in January 1958, which it is estimated will raise the liberaliza- 
tion total to 94 percent. 

However, at the GATT consultations held in Geneva in June 1957, it was 
noted that the strong foreign-exchange position of the Federal Republic of 
Germany removed the justification for continued application of remaining 
balance-of-payments restrictions against imports. Accordingly, the delegation 
of the Federal Republic presented, at the 12th GATT session, the new liberali- 
zation program which the German Government put into effect on January 1, 
1958. In preliminary discussion of this program at the 12th session, many 
delegates expressed the view that it was insufficient to meet Germany’s obliga- 
tions under the GATT, particularly in the field of restrictions on agricultural 
commodities. The matter will be considered further at the next meeting of 
the GATT Intersessional Committee scheduled for April 14, 1958. 

Greece—Exxcept for a limited number of luxury goods and certain capital 
equipment, there are no quotas on imports from the dollar area. The controls 
still being maintained are nondiscriminatory as to source of supply and are 
intended primarily to control the establishment or extension of certain cate- 
gories of industrial plant equipment. Tihe dollar liberalization percentage 
amounts to 99 percent. 

Haiti.’2—No balance-of-payments restrictions are maintained against imports. 

Iceland.'—Iceland has removed restrictions on dollar imports of such items 
as cereals, flour, fruit juices, certain oils, raw cotton, refined petroleum, certain 
lubricants, certain textiles and miscellaneous manufactured products. Liber- 
alization amounts to 33 percent of dollar imports. 

India.*—The discrimination against dollar-area goods was substantially re- 
duced in 1957. However, India, faced with a rapid decline in foreign exchange, 
has tightened its import-licensing policy, and no further relaxation is indicated 
for the immediate future. United States exports to India were valued at $188 
million in 1955, $268 million in 1956, and $434 million in 1957. 

Indonesia.*—Indonesia severely restricts imports of nonessential goods to 
conserve foreign-exchange resources. Indonesia’s anti-Dutch campaign has 
further disrupted trade, and as a result imports generally, including United 
States imports, are quite restricted. In 1957, United States exports to Indonesia 
were $108 million, as compared to $140 million in 1956. The decline would have 
been even more severe, except for continued Public Law 480 shipments. 

TIreland.—Dollar liberalization for Ireland is 15 percent. Imports have been 
freed of restrictions in the case of such products as cereals, cereal products, 
animal feeding stuffs, animal oil and fats, vegetable oils and fats, oil seeds and 
oil nuts, seeds for sowing, raw cotton, yarns and fibers, leather, hides and 
skins and timber. Any other goods may be imported freely up to a limit of £250 
for any particular item in any period of 3 months. 

Italy.\—By a ministerial decree of June 22, 1957, the Italian Government 
expanded its dollar liberalization percentage from 39 percent to 71 percent. 
Among the new items that have been recently liberalized are cotton, wool, 
coffee, textile machinery, certain steel items, agricultural machinery, and 
certain types of industrial machinery. 

Japan’—Because of the long-standing imbalance in trade with the United 
States and the generally limited availabilities of foreign exchange, Japan has 
followed a fairly consistent policy of allocating dollar funds for the purchase of 
essential items only. During 1957, however, Japan expanded the lists of im- 
ports included under the automatic approval system. United States exports 
to Japan have increased from $648 million in 1955 to $890 million in 1956 and 
to $1,230 million in 1957. 

Libya.—Restrictions on dollar imports considered to be necessary to the 
Libyan economy have been relaxed. Libya’s more liberal licensing policy for 
dollar imports includes agricultural and industrial equipment and machinery, 
automobile spare parts, essential foodstuffs, pharmaceuticals, household appli- 


1 Countries not in the GATT, but with which the United States maintains bilateral trade 
agreements. 
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ances; building materials; fertilizer and seeds; books and magazines; cameras 
and photographic equipment ; and commercial trucks and trailers. 

Mewvico.—Mexico, by means of an import licensing system, restricts imports 
of many luxury and consumer goods, primarily to protect national producers, 
but does not discriminate against dollar goods. United States exports to 
Mexico, mainly capital goods, have increased in the last few years, rising from 
$705 million in 1955, to $843 million in 1956 and to $902 million in 1957. 

New Zealand.*—The discrimination against products from the dollar area was 
reduced in 1957 by an enlargement of the list of goods which could be imported 
from any source without a license. Further, more liberal provisions were made 
for the issuance of licenses for imports from the dollar area of essential plant 
equipment and industrial raw materials. A worsening balance-of-payments 
situation toward the end of the year, however, caused the announcement of a 
tightening of import controls, to become effective in 1958, which would remove 
dollar imports from the free list. 

Norway.’—Norway has liberalized 86 percent of its imports on private account 
from the dollar area. The liberalization is extensive on agricultural products 
and raw materials and includes certain fruits and vegetables, some meats and 
meat products, tobacco, hides, oil seeds, fats, oil, wax and rubber products, 
some iron and steel products and various types of machinery. The most recent 
liberalization measures, effective January 1, 1958, added to the free import list 
for the dollar area such items as pecans, unsweetened lemon juice and various 
industrial and electrical equipment. 

Pakistan’—In 1955, import licenses were made valid for imports from any 
source, abolishing previous discriminations against imports from the dollar area. 
Since then, Pakistan’s only deviation from this nondiscriminatory policy has 
been the occasional issuance of single-country licenses for import of certain 
commodities from countries agreeing to purchase specified amounts of Pakistan’s 
export products. 

Peru.’-—Peru has no restrictions which would limit imports from the United 
States, with the exception of a quota on automobile imports. The value of 
this quota for 1957, however, was believed adequate to meet the country’s 
normal needs, and therefore had a negligible restrictive effect. 

Portugal.—Portugal has removed restrictions on 53 percent of its dollar im- 
ports. Liberalized items include such agricultural products as raw tobacco, 
wheat, gums and resins, and certain types of canned food; such raw materials 
as rubber, sulfur, coal, aluminum, lead, copper, pig iron, and various chemical 
products; and such manufactured products as carbon black, certain types of 
iron and steel, certain medicines, tinplate, railway rolling stock, spare parts 
for vehicles, and ball bearings. 

Federation of Rhodesia and Nyasaland.’—All goods other than a few items 
for which there are quotas and a larger list of items prohibited, may be im- 
ported freely from the United States under open general license. 

Sweden.’—As a result of a series of actions since October 1954, liberalization 
amounted to 68 percent on June 30, 1957. A wide variety of products were 
freed from quotas, including many consumers’ goods, agricultural products, raw 
materials and manufactures. Agricultural commodities were liberalized to 
the extent of 71 percent, while the liberalization of raw materials reached 69 
percent and manufactured products 67 percent. On July 1, 1957, Sweden took 
a further significant step by liberalizing imports of agricultural products. 
Such commodities as wheat, rye, corn, wheat and rye flour, sundried and salted 
horsemeat, soybeans, sugar, syrup, molasses and certain fats and oils were 
dded to the dollar import free list. Commodities still subject to import licens- 
ing, including tobacco products, coal, petroleum, and automobiles, are licensed 
quite liberally. 

Switzerland.—Imports into Switzerland from the United States, with minor 
exceptions, are unhindered by quota restrictions. 

Turkey.A—Because of serious balance-of-payments problems, Turkey has not 
yet taken action to free dollar imports. 

Union of South Africa.W—Import restrictions are nondiscriminatory, and the 
South African Government has been progressively relaxing its quotas on imports. 


1 Countries not in the GATT, but with which the United States maintains bilateral trade 
agreements. = 
2 Countries which are contracting parties to the GATT. 
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In December 1957, the import controls system was revamped; licensing restric- 
tions were removed from many commodities, and for most other items licenses 
are to be freely issued as goods are sold or consumed. Certain consumer goods 
remain under import exchange quota, but such goods are estimated to account 
for only 8 percent of total imports into South Africa. 

United Kingdom.’—There had been a steady relaxation of quantitative restric- 
tions on imports from the dollar area until the foreign-exchange crisis in the 
spring of 1955. The latest official OKEC computation of dollar liberalization 
set the dollar liberalization figure at 59 percent in May 1957, with liberalization 
of agricultural products and raw materials amounting to 73 percent and 76 per- 
cent, respectively. Biffective August 1, 1957, however, the United Kingdom an- 
nounced the removal of import controls on several hundred additional commodi- 
ties, raising the liberalization percentage to an estimated 62 percent. In addition, 
the British Token Import Plan also provides for the importation in limited 
amounts of many manufactured (mostly consumer) goods which have not been 
liberalized ; all state-trade commodities except jute have been returned to private 
trade; and many international commodity markets have been reopened. 

Mr. Reep. Thank you, Mr. Secretary. I must not usurp your time. 
You are a busy man, and others will want to ask you questions. 

The Cuarrman. Mr. Eberharter will inquire, Mr. Secretary. 

Mr. Evernarter. Mr. Secretary, you have made, in my opinion, a 
very powerful statement in support of this program. I would like 
to ask you this: 

In response to a question by Mr. Mills, our chairman, I think you 
indicated that you would not be averse to any program which was 
designed to give aid to areas which were specially depressed because 
of imports. If we were able to devise an equitable proaran to give 
some relief to some of these areas that at least claim they are specially 
depressed because of imports, you would not be averse to it, would you? 

Secretary Dues. No, sir. 

Mr. Epernarrer. Some study is being made of that subject right 
now, is it not, Mr. Secretary? | , 

Secretary Duties. There is a study underway in the executive 
branch of Government on that point. 

Mr. Eseruarrer. Thank you very much. 

Now, Mr. Secretary, during the last 5 years, our Government has 
taken some protective measures against imports, has it not, on some 
particular items ? , 

Secretary Duties. The foreign countries have reduced them. 

Mr. Esernarter. No. Our country has raised tariffs on some items. 

Secretary Duties. Yes, sir. ’ 

Mr. Eseruarrer. I wonder, would it be too difficult for you to 
supply for the record, or could you tell us now, in what particular 
items we have raised tariffs within the last 5 years? For instance, 
I recall that we raised tariffs on bicycles. ' 

Secretary Dunixs. We raised tariffs on bicycles, watches, and on 
tunafish in brine over a certain quota level. There is quite a long 
list. But that will be supplied to you. : 

Mr. Esernartrer. So the Government has used protective measures 
to protect United States industry. 

Secretary Duties. That is correct. 
In addition, Mr. Congressman, to the relief that has been obtained 
thro:zh our raising duties, there is to be borne in mind the fact that 
relief has also been achieved in three other ways, at least: There 
have been voluntary restrictions imposed by foreign countries which 
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export to the United States; there have been voluntary restrictions 
as in the case of petroleum, accepted by American importing com- 
panies; and there have been stockpile measures which, while not pri 
marily designed to protect industry, in fact had that result, as was 
the case in the lead and zine situation up until the present time, 
when the authority to stockpile ran out. 

Mr. Exernarter. I want to bring out the fact, Mr. Secretary, that 
our Government during the past 5 years has raised tariff barriers in 
many instances, and in effect taken advantage of the quota system, 
even though it be on the voluntary basis, in order to protect American 
industry, so that this reciprocal trade agreements program is not a 
one-way street all the way along the line, is it ? 

Secretary Duties. I think that is clearly demonstrable. 

Furthermore, as I pointed out in my answer to Congressman Reed, 
I think the record shows that we have really tried to use this act and 
the authority under other acts which we have, and the inherent au- 
thority that we have, so that we have protected United States indus- 
try to the extent that was consistent with also protecting our export- 
ers and protecting our security, and it has not been a 1-way street at 
all. There has been a very considerable number of protective meas- 
ures of one kind or another that have been introduced, and the power 
to reduce has been used, as I say, sparingly. 

As I said before, we have used, out of the authority under the 1955 
act we used, in reducing the duties, only approximately a quarter 
of the authority that was given us. And there have been, as you 
point out, a number of countervailing actions on the other side. 

Mr. Esernarter. Mr. Secretary, do you think it would be helpful 
to correct a wrong impression that may exist in some areas, to supply 
for the record a list of those items on which the tariff was increased 
in the last 5 years? That would not be very difficult for you to 
supply, would it? 

ecretary Duties. That would be very simple. But I would like 
also, perhaps, to supplement it by indicating where there has been 
a practical protection through the adoption one way or another of 
limitations on the voluntary basis. 

Mr. Esernarter. That would be fine if you could do that. 

The Cuatrman. Without objection, that material will appear at 
this point in the record. 

(The following information was later submitted by the Department 
of State for the record :) 


As a result of actions taken since the beginning of 1953 under the Reciprocal 
Trade Agreements Act of 1934, as amended and extended, tariff increases or tariff 
quotas were placed in effect on a number of items on which concessions had been 
made in trade agreements. These items are shown in list 1. 

During the same period, voluntary quotas were established on certain other 
items subject to trade agreement concessions. In the case of crude oil, the quotas 
are under a domestic program. In all other cases (list 2), the voluntary quotas 
were established by action of the exporting countries. 

In addition to the import restrictions resulting from these two types of action, 
some commodities became subject to import fees or quantitative restrictions 
placed in effect in the last 5 years under section 22 of the Agricultural Adjust- 
ment Act, as amended. These commodities are shown in list 3. 

Also, in two cases—rubber-soled footwear and breaded fish sticks—increases 
in tariffs were made by enactment of specific legislation. 
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List 1. Unirep States TarirF INCREASES OF TaRIFF Quotas PLACED IN EFFecr 
Since January 1, 1953, py AcTION UNDER ReorpRocAL TRADE AGREEMENTS ACT 
oF 1934 as AMENDED AND EXTENDED 


By escape clause action: 
Alsike clover seed 
Bicycles 
Safety pins 
Spring clothespins 
Toweling of flax, hemp, or ramie 
Watches, movements and parts 
By invocation of reserved right in trade agreement to impose quota under speci- 
fied circumstances: 
Cattle 
Tuna canned in brine 
Wool fabrics 
By termination of bilateral trade agreement with Ecuador : 
Balsa lumber 
Naranjilla juice 
Panama (toquilla) hats 
By renegotiation following peril point increase finding by Tariff Commission: 
Women’s fur felt hats 
By renegotiation consequent on modification of tariff treatment on same item by 
Canada: Potatoes 
By renegotiation to equalize tariff rates applicable to liquid and solid forms of 
same product: Liquid sugar 


List 2. IrEMs ON WHICH VOLUNTARY QuoTAS HAVE BEEN IMPOSED SINCE JANUARY 
1, 1958, By ExporTING COUNTRIES ON EXPORTS TO THE UNITED STATES 


Cotton textiles Stainless steel flatware 
Hardwood plywood Toyo caps 

Lead and zinc? Tuna 

Oats * Tung oil? 

Sewing machines Wood screws 


1 Restriction on this item is not now in effect. 


last 3. Unrrep States IMporT RESTRICTIONS (IMPORT FEES OR QUANTITATIVE 
RESTRICTIONS) PLACED IN Errect SINCE JANUARY 1, 1953, BY AcTION UNDER 
SECTION 22 oF AGRICULTURAL ADJUSTMENT ACT 


Almonds, shelled Filberts, shelled * 
Barley * Flaxseed 
Butter and certain butterfat articles Linseed oil 
(including butter oil and butter sub- Oats* 
stitutes of 45 percent or more butter- Peanuts 


fat content) Peanut oil 
Certain cheeses Tung oil 
Dried milk products Rye and rye flour 


1 Sec. 22 action on this item has expired. 


Mr. Exeruarter. Mr. Secretary, one more point. 

I noticed in your statement you did not make any reference what- 
soever to GATT or to OTC. Do you think that the Congress should 
act on those two propositions this year ? 

Secretary Duties. There is no occasion, Congressman, that I am 
aware of, to act on GATT. If the action that is recommended by 
the President is taken and the act is extended, I think there is inherent 
authority in the Executive to carry out through GATT the authority 
of the Trade Agreements Act. 

I do believe that it would be useful if the Congress acted favorably 
onthe OTC. That is, of course, a separate measure. 
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Some reference was made by one of the prior questioners to the 
effect that oftentimes reductions that are negotiated for from foreign 
countries are nullified by indirect action in terms of licenses, quotas, 
and so forth. That is tosome extent true. 

The whole purpose of the OTC is to have a better way of policing 
these gains that we think we get. We trade for them and then some- 
times, it is quite true, they are partly nullified. 

This trade organization is a to have just one job. It has 
no substantive responsibilities. Its job is to try to police this system 
so as to be sure that we do not run into the situation which has been 
alluded to, in which nations try to get a benefit from us by promising 
to cut the:r duties, and do cut them, but then nullify it by domestic, 
internal licensing measures, quotas, and the like. think the OTC 
would be useful in insuring that we get more fully the benefits which 
we bargain for, and get on paper at least, as a result of this Trade 
Agreement Act Extension. 

in Esreruarter. Thank you very much, Mr. Secretary. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire, Mr. Secretary. 

Mr. Stmeson. Mr. Chairman, Mr. Dulles, I believe that twice you 
used the phrase that this authority would be used, if used at all, “in 
the interest of the United States.” My question is, Do you refer there 
to the economic interest of the United States or the political interest? 

Secretary Duties. I referred to both. I think both have to be 
taken into account. 

Of course, the responsibility of the State Department is perhaps 
primary in terms of the security of the United States, the spotting 
of dangers that threaten the United States, and the measures neces- 
sary to protect the United States from those dangers. 

But equally, we are regardful of the economic welfare of the United 
States. In that respect, of course, we have the benefit of the advice 
and counsel of other departments of Government: The Department 
of Commerce, the Department of Labor conspicuously, and the De- 
partment of Agriculture. There is no action taken which does not 
take into account both aspects of the problem. 

Mr. Sumpson. If it were wise politically but bad economically, would 
you favor it, under any circumstances ? 

Secretary Duties. I cannot answer that as a general question, Mr. 
Simpson, because you would have to say how much is the danger on 
one side and how much is the damage on the other side. If there were 
a great danger from abroad and a slight damage at home, I would 
say we should accept a slight damage at home rather than the big 
danger from abroad. If the danger from abroad were slight and the 
damage at home were great, I would say it should be the other way. 

Mr. Srmpson. Is that a factor that you have used to influence your 
recommendations with respect to the escape-clause proceedings? I 
orobably will have to be corrected, but I suggest that in no instance 
les the Department of State advocated the relief under the escape 
clause which later on the President recommended. 

Secretary Duties. When the State Department is asked a question, 
the limited question as to whether or not the imposition of a larger 
duty will or will not benefit foreign relations, we generally have to 
say “no.” But my responsibility as Secretary of State goes beyond 
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that. I feel that I have a broader responsibility, and I can say to you 
that I have recommended to the President the imposition of tile 
duties under the escape clause on more than one occasion. 

Mr. Srmpson. You mean as Secretary of State you have done that, 
or in opposition to the position that your advisers have taken within 
the Department ? 

Secretary Dues. I think that there are two questions which we 
should consider: One is, we should give the President an estimate 
of the impact of higher duties upon our foreign relations as an iso- 
lated matter; almost automatically, higher duties do not make it 
easier to conduct foreign relations. We point that out. But then, 
there are broader aspects to the matter—the bearing of the situation 
oe our security in terms of the maintenance of vital industries 
which are also important to our security, and the degree to which the 
impact upon foreign relations would be bad. 

When you take all these factors into account, the result has been, 
as I say to you, that I have advised the President on more than one 
occasion that, in my opinion, he should invoke the escape clause. 

Mr. Stimpson. I will pass this one by, not clearly understanding 
whether you are speaking as an individual or whether you were carry- 
ing out the wishes of your Department, the gentlemen who are charged 
with operating the escape clause. 

Secretary Dutues. I never carry out the wishes of the Department 
when they are contrary to my own judgment. I feel that I have the 
final authority in the State Department. 

Mr. Sumpson. Is it fair to say, then, that with respect to the opera- 
tion of the escape clause in the future, as far as the Department of 
State is concerned, it is a fair assumption that the State Department 
will oppose relief under the escape clause ? 

Secretary Duties. No, sir. It is a fair statement that the Depart- 
ment will feel that the imposition of higher rates has an adverse effect 
upon the conduct of foreign relations; and if that is the only question 
that is asked, there is only one answer possible. But the question 
asked is broader than that, or at least the question the President has 
to consider is broader than that, and I consider that as the Secretary 
of State I have the duty to give him advice which is broader than 
that. 

After pointing out and delineating as best I can what will be the 
adverse effect upon foreign relations, then I go on to say: However, 
in my opinion that effect is not serious or critical from the standpoint 
of the United States, and in view of the interests of domestic industry, 
in view of the importance at times of maintaining a vigorous industry 
in certain respects, I nevertheless feel, despite the injury to foreign 
relations, that the escape clause or other remedy should be applied. 

Mr. Srmpson. All right, sir. 

You mentioned that as one way by which business could secure 
relief. I merely mention that each time the legislation dealing with 
peril point or escape clause has come before the Congress, it has come 
without the recommendation of the executive branch of the Govern- 
ment. It has been forced on them. 

You are accepting it, I understand, as desirable, and you are not 
asking that it be changed in any respect. 
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Secretary Dutxes. I think that there are probably changes in the 
rocedures under the escape clause which might be desirable. I be- 
eve you have had testimony by the members of the Tariff Com- 
mission in that respect, and I believe that, as they testified, for ex- 
ample, if they had a larger personnel they could act more expeditiously. 
I do think that there could be and should be a more rapid handling 
of these escape clause actions. 

There has also been a point made, I think, to the effect that it is 
perhaps possible, by some industry which is opposed to the increased 
duty holding back its material that is called for, to delay the pro- 
ceedings. I think that subpena power in this ae might be useful. 

I am not an expert on these particular matters. but as I have gained 
a certain amount of experience through contact with them, I believe 
that it may be possible to improve somewhat the procedures under the 


— clause. 

r. Suwpson. With respect to this matter of so-called voluntary 
agreements on the part, first, of the foreign country, and its effect 
upon our economic life here, I ask this question : 

Keeping in mind the amount of unemployment in the textile in- 
dustry and the desirability of having that industry pick up, I raise 
the question whether any wise person today would invest money in 
building or modernizing mills in the United States if he knew that 
hanging over his head was nothing but the voluntary action of a group 
of people in Japan who might, without any notice, change the rules 
aa aanattine still further the American textile industry. 

I ask this question: Why would it not be better for Congress to 
assume jurisdiction in that area and give protection to that industry ? 

Secretary Duties. Congressman, there is an extremely important 
difference from the standpoint of international relations, between 
restrictions which a government imposes on its own people and those 
that are imposed on it from abroad. 

You may recall that at one critical stage of our international rela- 
tions with Japan, on the question of immigration and the access of the 
Japanese to schools in California, we reached a very critical point, 
which was resolved by the Secretary of State through an agreement in 
which, instead of saying to the Japanese, “You are not allowed to 
come into this country or use our schools, and so forth,” they said, 
“We will exercise these controls ourselves.” 

I do believe, sir, that this type of control which is exercised by Japan 
is dependable, just as dependable as though the matter were being 
handled on another basis here. After all, the Congress can act from 
year to year, and a restriction imposed one year can be repealed in 
another year. Our overall relations are of such a character that I 
believe this system which is sometimes invoked by countries to limit 
their own exports is a dependable arrangement. I would doubt very 
much whether it would be much more dependable, if any more depend- 
able; and it certainly would have a very grave impact upon our inter- 
national relations in a critical area if the restriction were imposed by 
congressional action. 

Mr. Stmpson. I admit I do not understand your area of opinion, 
because if we allow X quantity to come into the United States and 
we specify that X quantity shall be all that comes in, it adds up to 
the same thing, except that we are in the driver’s seat; and I think that 
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as a prospective investor in the’ United States in the textile industry, 
I would prefer to have the Congress in the driver’s seat. 

Now may I ask with respect to limitations, again voluntary limita- 
tions imposed by our own country upon the importation of petroleum, 
and so on, why we should handle that with a voluntary method, which 
could be changed overnight, as contrasted with giving those individ- 
uals who produce oil in this country a legal basis upon which to judge 
their production plans, and so on. 

Secretary Duties. Because under this voluntary system, there is a 
measure of flexibility and adjustability to actual conditions which 
would not be practical if it were done on a legal basis. 

Mr. Stmpson. You said a bit ago that the Congress could change the 
law quickly with respect to Japan, for example. 

Secretary Duixs. Let me point out that there are legal restrictions, 
some in the Constitution, which, for example, provide that no benefit 
should be given to one port as against another. Whether or not that 
is applicable is being studied at the present time by the Attorney Gen- 
eral. I do not want to anticipate his decision on the matter. But as 
you know, under the voluntary system, in the Fifth District, which 
is the California, west of the Rockies district, the restrictions are much 
less severe because of the special conditions there, than they are in 
the eastern ports. 

That can certainly be accomplished by voluntary action. Whether or 
not it can be accomplished by legal action is a question, which is being 
considered and studied. 

Furthermore, there are problems as between different areas, such 
as Venezuela, Canada, the Middle East, and Indonesia, where it is in 
fact desirable to have a flexibility which might not be obtained by law, 
which either seem to discriminate against certain countries in favor 
of others or, by failing to discriminate, for example, in favor of Canada 
and the Caribbean area, might cause trouble there. 

There are very great advantages in the voluntary system when it 
works. If the voluntary system does not work—and I may say we 
expect to be having a meeting of the Cabinet committee during the 
next 10 days or so if it seems tobe breaking down—then we will perhaps 
be forced to adopt and recommend other measures. 

But if the system can be made to work, it does have certain advan- 
tages, and on the whole it is now working pretty well. There is one 
company and only one important company which is not complying. 
There is a problem of some of the new producers, pautieadenly in 
Venezuela, who have no existing market, and where room ought to 
be made for them. There are problems, but I believe that there is a 
flexibility under the voluntary system which is very desirable to re- 
tain if it can be retained and have the thing work. If it will not 
work, then we will have to do something else. 

Mr. Snueson. Is there no pressure put on the countries to force 
them in this voluntary agreement ? 

Secretary Dutxes. The principal pressure is the fact that if the 
voluntary system does not work they realize that some other system 
will have to be applied which will probably be worse for them than 
the voluntary system. That serves, as I say, in the case of all of the 
important companies except one. That one so far has seen fit to dis- 
regard the injunction to limit its imports. 
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Mr. Simpson. You mean its voluntary injunction. What is the 
threat that is overhead, Congress may act ‘ 

Secretary Dutxzs. Or the President may act. The President may 
act under section 7, dealing with the national security and impose 

uotas, 
f Mr. Smapson. May I ask another question? Mr. Reed touched on 
this with some care, but I would like to refer to this European com- 
mon market. I understand that you approve of the idea. I ask this 
question : 

What is it for? What is it to do? 

Secretary Duties. The common market commits the countries to 
eliminate in gradual stages all tariff duties as between themselves, so 
that there will be within the common market as between the six 
countries, France, the Republic of Germany, Italy, the Netherlands, 
Belgium, and Switzerland, no tariff duties at all. It will be just like 
in the United States. 

Mr. Srmpson. Is that the hoped for goal that these countries be- 
come as nearly self-sustaining as we are ? 

Secretary Duties. Yes, sir. I would say I do not consider we are 
self-sustaining. We have a total of—what is it—$19 billion of 
imports—— 

Mr. Srupson. You are a little off on the figure. 

Secretary Dutxes. $13 billion or thereabouts of imports. We 
are largely dependent on foreign trade. They will continue to be 
dependent on ave trade but they will be much stronger, and, as 
I said, in answer, I think, to Congressman Reed, I think more able 
to sustain a greater share of the security burden, the military burden, 
and things of that sort. 

Mr. Srreson. That means, to my way of thinking, that we en- 
vision the day when they will provide across Europe a very strong 
military and economic group of nations, and they will have large 

lants to manufacture equipment and the goods which perhaps they 
do not have today. 

Secretary Duis. Yes, sir, above all. 

Mr. Srrson. Consequently, when I say that in some of those coun- 
tries today there are barriers recently imposed against the importing 
of machine tools, is that not a part of what we want them to do? 

Secretary Duties. Yes. 

Mr. Srmpson. So far as building up their strength is concerned. 

Secretary Duties. Very much so. 

Mr. Smupson. So when anyone comes before this committee and 
boasts about what we expect to do with respect to machine tools, for 
example, in the midnight areas, or comparable manufactured goods, 
if necessary, building up of their strength and unity, that is kind of 
a specious argument, is it not? 

ecretary Les. Well, I am not sure. Of course, Germany is a 
highly efficient producer of machine tools. But, broadly speaking, 
experience has shown, I think, that as areas themselves grow in eco- 
nomic strength and vigor they become increasing importers rather 
than decreasing importers. 

Mr. Srvpson. Yes. But I would think with regard to the future 
that those countries, by the very nature of what they are trying to do, 
might be expected to lift the barriers which would keep people from 
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shipping in freely as they have in the past. Is that not the reason 
they raised their average—struck an average on their import duties? 

retary Duuixs. They have not, according to the figures I have, 
raised their import duties of recent years. The trend has been down. 

Mr. Suupson. We were told what the average was; that is, they had 
taken the rate of one country, and the rate might be 6 percent, and 
the rate of another country might be 30 percent, and average off some- 
where around 18 or 20 percent. 

Secretary Duxirs. Yes. I am sorry. I perhaps misunderstood 
your question, 

I understand that under the arrangements to which these countries 
are bound by GATT they will have to strike some kind of average 
between their present duties, but just how that will be applied is of 
course of great importance to the United States. If they strike an 
average through providing a very low duty on what comes from other 
countries and a very high duty on what comes from us that would be 
disadvantageous to us. We want to see the average struck in a way 
which would be fair to the United States. 

Mr. Simpson. Of course; I suspect that our first interest is to see 
that they build up into a strong unit, and I do not disagree with you, 
in my judgment, in that area. I think they should become strong. 

Now, I have just one other area to develop, and this is one that really 
worries me. r recognize that the international political picture is, 
as I see it, the controlling factor in your judgment about this legisla- 
tion. The amount of money measured by mnilfions of dollars is affected 
by the authority to cut rates 5 consecutive years by 5 percent. It 
cannot be over a few hundred million dollars. So I suspect it is the 
international picture that is the real controlling factor here, and I 
have not rowed anything this morning which ok me to think other- 
wise. 

I do not understand why it is that now the Department of State is 
being shoved into the background in this bill and the Department of 
Commerce put clear out in front, and every effort being made to 
minimize the effect of the Department of State in this picture, and 
the implication being given, it is all for the good of the American 
business. That is the picture presented to us in the committee. 

The new committee at Cabinet level has been named, of which you 
will be one. I understand the recommendations as to items to be 
effected will be passed upon by this committee, of which the Secretary 
of Commerce is chairman. Further, with respect to relief matters, 
that Cabinet-level committee will be the one that controls not the 
President’s thinking, no, but the advice he gets from different sources. 

Is it not so that the Department of State is being removed from 
authority in this area to a degree? 

Secretary Duties. We do not have authority in this matter. Of 
course the authority is the President’s, and I think that the weight 
he gives to recommendations from different sources is not primarily 
determined by the hierarchy as to who is chairman or who is not. 
I believe that there will be expressions made by the different Cabinet 
members who are on this committee. I believe that we will, in the 
main, as we have in the past, come toan agreement. I think that there 
has been an impression in some quarters that this whole affair had 
been run by the State Department and that the State Department is 
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the giveaway branch of our Government. That is a view which | 
do not accept and which indeed I somewhat resent. The State De- 
partment operates for the benefit of the United States, just like every 
other patriotic American citizen should. And I have never known 
us to do anything which a redblooded American would not think was 
in the interest of his own country. 

Of course, we become aware of situations which are not within the 
cognizance of other people. We take into account facts which are 
not known to other people. 

I suppose the Weather Bureau of the United States can foresee a 
storm quicker than an ordinary observer who just sits here at home 
and looks at the skies. At least, they are supposed to. They have 
means of sending out scouts in advance. They have planes that are 
flying in other parts of the world. They detect movements and so 
forth. That is our job. If from time to time we say storms are 
making up here or storms are making up there, and we report that to 
the American people, I think that is just as much a patriotic Ameri- 
can job as it is to try and foresee a hurricane in advance of its coming. 

But, there is a feeling, I know, in some quarters, that enough weight 
is not being given to the domestic situation. That has never been 
the case. But if the fact that the Secretary of Commerce is chairman 
of this committee will enable our operation to be seen in a truer light, 
that is all right with me. 

Mr. Smreson. I am interested in knowing whether it will. Appar- 
ently they are shoving it back because you have not done the job 
right. Now you are mentioning some of these unnamed people who 
work for you and never come in front of this committee and tell us 
how they are going to negotiate or what they are going to negotiate 
or what the Frenchman considers is in the negotiations, that the 
French businessman can and the American cannot. They never tell 
us those thing. That is what I want to know. 

Is Commerce going to open up and tell us so that the American 
workingman can be protected by the Department of Commerce which 
the Department of State would not do, or just what is the Department 
of Commerce going to run now ? 

Secretary Dutizs. As far as the negotiations are concerned, as you 
know, the negotiations are conducted in accordance with the instruc- 
tions which are based upon studies which are made by the various 
departments of Government and particularly by the Tariff Commis- 
sion and its findings with regard to peril points and the like. And 
there are very elaborate detailed instructions, approved by the Presi- 
dent which are given which guide the negotiations. That is as far as 
negotiations are concerned. 

As far as the escape clause is concerned, there again we have the 
recommendation of the Tariff Commission and the advice of this 
committee of which now the Secretary of Commerce will be the 
chairman. 

I do not think, myself, that the shift of chairmanship will create a 
situation where there will be more consideration given to the domes- 
tic situation than was the case before, because there was a great deal 
of consideration given to that. But if it makes that more apparent, 
then I think it is a good thing. 
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Mr. Srtmpson. You think, in fact, the the American businessman 
will not have any more protection with Mr. Weeks as chairman of 
this committee than the American businessman has had in the past. 
We were told otherwise. 

Mr. Dutizs. It is somewhat awkward for me when you get into 
personalities between Secretary Weeks and Secretary Dulles. I will 
ask to be excused from going into that. 

Mr. Srupson. Well, I am interested in an answer to that but I will 
not push on it because I have an answer from one gentleman, anyway. 

Thank you, Mr. Dulles. 

The Cuarrman. Mr. King will inquire, Mr. Secretary. 

Mr. Kine. Mr. Secretary, this last little exchange between the dis- 
tinguished gentleman from Pennsylvania and you reminds me of the 
statement of the Secretary of State, I believe, during or near the time 
of Lincoln’s administration. You pretty well said the same a 
he said at that time, that your Department can never expect to be too 
popular wih the people by the very nature of your duties. But all of 
this has been very interesting, sir, and my congratulations to you on 
your statement and your birthday coming tomorrow. 

Secretary Dutuzs. I hope the statement is received by the commit- 
tee with more enthusiasm than my birthday is received by me. 

Mr. Kina. I agree with Mr. Eberharter and Mr. Reed that your 
statement was a powerful statement. I, too, was aware that you had 
omitted reference to OTC. 

It brings up an interesting thought to my mind, Mr. Secretary. 
We have heard for days now and for weeks in the last hearings on 
the extension of the trade agreements act the rather serious state- 
ments with respect to the employment by other countries of devices 
to circumvent or nullify their tariff commitments to us. It has been 
a serious thing in this very hearing that reputable witnesses have 
referred in a slurring sort of manner to this matter, saying “Yes, they 
have reduced somewhat their duties or tariffs, but simultaneously they 
have resorted to some other device that nullifies the reductions.” 

I was interested in your statement, which was a very brief one on 
this project. We in the committee know that it has been stated, time 
and time again, that OTC is one of the best, if not the only instru- 
ment, by which these alleged devices can be reduced and in time 
eliminated. 

Is that about correct, Mr. Secretary ? 

Secretary Dutims. Yes, sir. The OTC was designed to be what 
you might call an international detective or policeman to be sure that 
we get what we bargain for and to protect against unfair trade prac- 
tices. The OTC has no authority itself, as you gentlemen all know, 
and as I earlier said, to do anything of substance. The substance 
is dealt with under the Trade Agreements Act and under that author- 
ity. But also everybody knows that there are various devious devices 
which governments sometimes resort to so that they seem to give some- 
thing with one hand and then take it away with the other. OTC is 
designed to be sure that they will not take it away with the other and 
it is, I think, a very useful mechanism in that respect, and I hope it 
will be approved. But because it comes in under another bill which 
is not now before us, I did not mention it in my principal statement. 
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Mr. Kine. I see. But, nevertheless, Mr. Secretary, the very wit- 
nesses who deplore this method that we have been discussing, that has 
been resorted to by certain of our friends abroad, are the very same 
people who deplore and condemn those of us who support OTC. They 
seem to have more pointedly condemned that proposal than they do 
the extension of the Trade Agreements Act in spite of the fact that 
many witnesses, such as yourself, have repeated time and time again 
that that very instrumentality will be the thing to ameliorate or ease 
the very matters that they are so much concerned about. 

Secretary Duties. I do not want to seem to be in a position of criti- 
cizing anybody’s motives. I do not like it when my motives are criti- 
cized and I believe, as I am sure you believe, that whatever disagree- 
ments there may be about this legislation and the OTC, suena 
here in Congress is approaching it from the standpoint of what he 
believes his duty is as an American citizen in carrying out the respon- 
sibility of his office, and there can be and there are honest differences 
of opinion about these matters. But I do not want myself to be sug- 
gesting that there is anything wrong in the motivation that goes into 
those differences of opinion. 

Mr. Kine. Of course you do not. Now, Mr. Secretary, I do not 
like to be bringing in a matter that involves me and my reputation 
here in the House, but as you perhaps recollect, I rarely ever allow 
you to get off the stand without bringing up tuna. Far from at- 
tempting to plug the industry I will mention what I am going 
to say here again, solely because fishing in some persons’ minds is 
vastly different from what it actually is. As you know, in some na- 
tions the fishing industry is such that it is placed very high. I believe 
there are ministers responsible for fishing in some countries. Through 
the years we have brought fishing to a much higher level in our own 
Government than it formerly held. 

I represent the largest fish producing port in the entire world. 
The species is largely tuna. 

I know at the time of your last appearance here before this commit- 
tee, Mr. Secretary, you acknowledged that it was a serious problem 
which you hoped that somehow, somewhere, it could be eased. It 
was felt by you and I believe stated by you that efforts were bein 
made to channel some of the Japanese product into fields into which 
it had not formerly been channeled, with the hope that their exports 
would not be loaded principally into this country. 

Has there been any accomplishment, or have you any hopes that 
there can be an accomplishment in that avenue ? 

Secretary Duties. I would be glad to comment on what you said, 
Congressman, although I would not want it to be thought that I am an 
expert in this matter, which is highly technical. You know infinitely 
more about it than Ido. If you were talking about black bass fishing 
I would compete with you, but not on tuna. 

Now, I think I said when we had a little colloquy a few years ago, 
that I was sympathetic to the problem of tuna fishing in California 
and that was not just a slativetinnes statement to sound good at the 
hearing and then to be forgotten about afterward. I did pay atten- 
tion to it and we have taken certain steps. 

I am quite confident that the industry does not think they are ade- 
quate but at least they are enough to show that I took seriously what 
I said to you. ; 

We have obtained, as I recall, an agreement with Iceland which 
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allowed us to impose a much higher duty on the imports of tuna in 
brine over and above a rather low quota and that duty goes back to 
the 1930 duty, I think. 

We have been helpful in getting, I think, a revolving fund of about 
$10 million, which is designed to help the owners of fishing boats to 
repair their boats and to give them that measure of relief. We have 
established agents, representatives of the Department of State, at some 
of the more critical points as experts in this matter, and we are trying 
to see whether any further relief can be obtained consistently with 
what seem to be paramount international considerations. The matter 
also of fishing is being considered by this international conference on 
the use of the seas which is coming up in Geneva next week, I think it 
begins, and where there are present representatives who are familiar 
with this problem. 

Now, I know that that is not entirely adequate from the standpoint 
of the tuna fishers. 

It is a very difficult problem from the standpoint of our relations, 
particularly with Japan, and we do frankly have to take into account, 
in my opinion, some of the international considerations that we alluded 
to. This could very well be a situation where if there were action to 
assist those who were hurt because of the international implications of 
our action, that would perhaps be one of the easiest places to extend 
such relief. As I say, the $10 million fund is already a step in that 
direction and perhaps a further step could be taken. 

Mr. Kine. Thank you, Mr. Secretary. 

I have one more thing. Would it be at all possible to negotiate 
some of the arrangements for all tuna products such as was nego- 
tiated in the instance of cotton textiles? 

Secretary Duties. There are voluntary restrictions now in force in 
Japan which are a limiting factor on the exports of tuna fish. I might 

rhaps have mentioned those before except that it would not have been 

air to take credit for that because that was done entirely voluntarily 
by the Japanese themselves and I would not want to take credit for it. 
I do not know, frankly, what the answer to your question is, but I will 
have it studied by our people who are more expert in that field than 
Tam. 

Mr. Kine. Thank you, Mr. Secretary. 

That is all, Mr. Chairman. 

oo following information was later submitted by the Department 
of State for the record :) 

This Department together with other executive agencies is studying the ques- 
tion as part of an extensive examination of the situation of the tuna industry. 
The report of the Tariff Commission’s investigation of the tuna industry under 
section 332 of the Tariff Act of 1930 should be published soon. What next steps 
— be required cannot be determined until the necessary information is avail- 
able, 

The Cuatrman. Mr. Kean will inquire, Mr. Secretary. 

Mr. Kean. Mr. Secretary, there have been suggestions of an amend- 
ment that would provide decisions on raising rates under the escape 
clause, that would be based solely on findings of the Tariff Commission 
subject only to veto by Congress, taking away the discretion that the 
President now has to consider the overall interest of the United States. 

In your opinion, Mr. Secretary, could such an amendment, if 
adopted, strictly be adopted without injury to the hope of maintaining 
the peace of the world ? 
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Secretary Duties. I think such an amendment would be totally dis- 
astrous. I do not think that anybody can deny that this area is one 
which involves the security of the United States. Nobody, I think, 
who really knows this situation can doubt but what the continental 
defense of the United States can be impaired by action under this act. 
But there are very few people, in fact I would say no people, outside 
of the President and the statutory members of the Security Council, 
who are able to appraise that with any actual knowledge of the facts. 

The Tariff Commission does not know under the present state of 
the law and cannot know what our arrangements are with Canada, 
for example, which are extremely highly classified. They do not 
know and cannot know the importance which attaches to Iceland. 
They cannot know and do not know the program for intermediate 
range ballistic missiles in various parts of the world that is absolutely 
vital to the security of the United States. 

And to ask a body, which does not know the most relevant facts, to 
make a decision which vitally affects the physical security of the 
United States, and its peace, and which may perhaps be decisive if 
there is a war, as to whether we are destroyed or not, to turn over that 
responsibility to such a body would be as though I brought in here a 
ball and started throwing it around the room without telling anybody 
that it was full of an atomic explosive. Anybody who did that would 
be regarded as crazy. But if you asked a body which does not know 
and cannot know the vital security interests of the United States to 
deal with matters which touch essentially upon that would be, I think, 
to fly in the face of all reason. 

And I may say, with all respect, that I do not think that the author- 
ity of Congress to veto such a recommendation would be an effective 
remedy, because there are certain aspects of this matter which, while 
exposed to certain committees of Congress under conditions of the 
highest secrecy, could not be divulged and become the subject of gen- 
eral debate in the Congress or communicated to the constituencies of 
the Members of Congress. 

Mr. Kean. We, in the Ways and Means Committee, as you say, 
would not have and could not have all that information. 

Secretary Duties. No, sir. 

Mr. Kean. I am very glad you made that statement, Mr. Secretary, 
because that is exactly what I have been feeling and I feel that this 
proposed amendment is going to be the key point of our deliberations 
on that subject. Iam very glad to have your opinion thereon. 

Thank you. 

The Cuarrman. Mr. Boggs will inquire, Mr. Secretary. 

Mr. Bocas. Mr. Secretary, I listened to your statement very care- 
fully, and I was particularly interested in your quotations from Mr. 
Khrushchev and Mr. Stalin. 

Will trade be a subject for discussion at the approaching summit 
meeting ? 

Secretary Duties. Excuse me. 

Mr. Bocas. I asked whether this trade war would be a subject for 
discussion at the approaching summit meeting ? 

Secretary Duties. You are referring to the approaching summit 
meeting, but I would not want to assume at this stage that there is 
going to be such a meeting. Perhaps there willbe. President Eisen- 
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hower suggested certain conditions which would precede such a meet- 
ing which have not yet had any affirmative reply by the Soviet Union. 

r. Boees. Then would the proper assumption be that there will not 
be a summit meeting ? 

Secretary Duties. I would say the question whether there will be a 
summit meeting depends entirely on the Russians. If they are pre- 
pared to meet the conditions that the President has laid down, then I 
think there will be a meeting. If they are not, then I think a meeting 
would be dubious. 

But we have plenty of ways of negotiating with the Russians. You 
do not have to have a summit meeting, you know, in order to talk with 
the Russians. We negotiated here in the State Department over the 
last 3 months an agreement on so-called cultural exchanges, and we 
have had a lot of negotiations with the Russians without the personal 
participation and personal presence of the President of the United 
States. 

Mr. Boaes. Assuming that the conditions laid down in President 
Eisenhower’s letter were met, when do you think this meeting would 
take place? 

Secretary Dunes. If you will tell me when the conditions will be 
met, then 1 can make a guess as to when the meeting would take place. 

Mr. Bocas. Let us say they were met right soon. 

Secretary Duties, What is that? 

Mr. Bocas. You asked me to say when. I can assume just as well 
asyoucan. Let us assume it was done very soon. 

Raaretary Duties. You mean that they would accept the basic con- 
ditions ? 

Mr. Boaes. Yes. I presume the letter was written on the theory 
that they would accept the conditions; was it not ? 

Secretary Duties. No. The letter was written on the theory that 
there were certain conditions that would be necessary to make a meet- 
ing a success and whether or not the Soviet wants that kind of a meet- 
moe just do not know. 

r. Bocas. Of course, it is perfectly true that there is a new facet 
in this whole situation and that is that Soviet competition in the trade 
area; is that correct ? 

Secretary Duties. Yes, sir. They have, I think we know, been 
exploiting most of their people by denying them anything above the 
bare minimum in consumer goods, so that their productivity can be 
devoted in an abnormally large measure to building up a military 
establishment and building up a big industrial plant. They have 
been doing that now for over a generation. They had a setback as 
a result of the destruction that occurred during the Second World 
War, but they have now developed their industrial plant to a degree 
where they are increasingly becoming factors in international trade. 

Mr. Boaes. And they are using this international trade as a weapon 
in the cold war, are they not? 

Secretary Duties. They are. 

Mr. Boags. They are? 

Secretary Duties. They are. 

Mr. Bocas. So if you had any negotiations at all, and I am talking 
about at the summit, you will almost have to touch on these subjects, 
will you not? 
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Secretary Dutirs. The subject that the Soviet Union wants to 
talk about is increased trade. 

Mr. Boaas. Yes. 

Secretary Duties. That has been one of the points that they have 
raised, and a point which we would be prepared to talk about if they 
were willing to talk about the things that we want to talk about. 

Mr. Boces. In response to Chairman Mills’ inquiry about Latin 
America, I do not think there is any great matter of classified infor- 
mation about some of the activities of the Soviet Union and its satel- 
lites in Latin America. I believe everyone knows without having 
been there that the Soviets have been negotiating with Chile over 
copper, with Colombia for coffee, with Paraguay and Uruguay for 
wool, I think, with Bolivia for tin, with Argentina for wheat and 
meat, and so on. And at the same time it seems to me that we are 
pursuing a policy which is, it seems to me, to say the least, somewhat 
schizophrenic. 

I will give an example, Mr. Secretary. The State Department 
came here last summer and recommended a sliding-scale tariff on 
zinc and lead, which almost created a panic in our good friendly 
neighbor Peru. I was amazed when the Department of State recom- 
mended that legislation. 

Does the State Department still favor that legislation in light of 
this Soviet economic penetration in Latin America ? 

Secretary Duties. We do not think that it is necessary to carry 
out the security and economic objectives of the act to look only at 
the position of foreign producers, and to shut our eyes entirely to 
the position of American industry. We think both must be taken 
into account. 

Now, there were measures taken to deal with the lead and zinc 
situation, I recall, I think 3 or 4 years ago, and at that time the 
problem seemed to be rather acute and it was met by a series of 
measures. For one thing, there were additional purchases of lead 
and zinc for our stockpile. For another thing, a number of the 
countries which are normally larger exporters to the United States 
asked their exporters to go slow, so that they would not absorb the 
increase buying power that was being used by the Office of Defense 
Mobilization. That carried the situation along. 

Mr. Boces. If I may interrupt you. At that time your Department 
recommended pretty strongly against the escape clause recommenda- 
tion to the Tariff Commission; is that correct ? 

Secretary Duties. I believe so. We felt the situation could be 
dealt with much more effectively in these other ways, and indeed it 
was. 

Mr. Boges. Itwas also pointed out that it was a violation of GATT 
and several other things. It was a very strong letter. I read it into 
the record last year. 

Secretary Duties. Yes. 

Mr. Boces. Have you withdrawn your approval of the legislation 
which you sent up here last summer ? 

Secretary Duties. We are no longer seeking that legislation, no; 
and the matter is now pending, as I understand it, before the Tariff 
Commission. 
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Mr. Boces. You made a reference in your main statement to Can- 
ada, which is certainly our real good, good neighbor, and you men- 
tioned the tremendous amount of trade between the United States and 
Canada. 

I thought it was rather significant that our Ambassador to Can- 
ada, Mr. Merchant, who I think is a very able man and dedicated 
public official, had to make a speech, when he was in Hamilton 
just recently, in which he tried to set the relationship between the 
United States and Canada back in some focus. I think that the 
Canadians are right upset about some of our policies. Lead and 
zinc is one of the them. The Department of Agriculture’s barter 
program is another, particularly the wheat aspects of that program. 
And you mentioned the difficulties involved in the voluntary restric- 
tions a month ago. 

The Canadians point out that we have a joint defense arrangement 
with them, that without their cooperation the defense of this hemis- 
phere would be very difficult if not impossible. 

What are we doing to correct these very bad situations between this 
country and Canada? 

Secretary Duties. We are trying to explain to the Canadians the 
reasons for doing what we do. We are not doing these things be- 
cause we want to hurt Canada. In my opinion we are not doing them 
unreasonably. When you have a depression in what you might call 
a joint industry that they are engaged in and we are engaged in, I 
think the incidence of that depression ought to be borne fairly both by 
the Canadians and by ourselves, and I do not think that the Cana- 
dians should expect that we bear them all ourselves. 

I believe that the action that was taken with respect to petroleum 
products was reasonable and when adequately explained will be ac- 
cepted as such by the Canadians. They will not like it, of course. 
We do not like the reason why we did it. 

But in most of these cases, the misunderstanding comes from an 
inadequate appreciation of foreign countries of the facts of the case 
and the reasons for our doing what we do. When they understand 
better they see that it is reasonable and they are more disposed to ac- 
cept it. I say they do not like it but they recognize that we are not 
doing it just out of pique or because we do not like them or because 
we like to make trouble with them. 

Now, when you have a situation where, for example, as I under- 
stand it, the Texas Commission is cutting down the producers to a 9- 
day month, and things of that sort, you explain that to some people 
and then they recognize the inevitability almost of their accepting 
some cut downs too. 

And while I believe in what are sometimes called liberal trade 
policies, I do not believe that we should give the foreign producer and 
importer a break over the United States. I think we should work 
this thing out on an even basis. 

Mr. Boaes. Mr. Secretary, I could not agree with you more. I 
think, as you say, one of the primary requirements for a trade policy 
is some degree of certainty, and I presume that that is why the 
administration is asking for 5 years, rather than 1 year, 2 years, 3 
years, or whatever it may be. 
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How do you make for certainty in Peru, for instance, if in 1954 
the Tariff Commission makes an escape clause recommendation which 
would increase the tariff and the State Department turns it down 
in very strong language, which I thought was quite appropriate. 
Then just 2 years later the same producers, depending upon some 
stability in American policy—because, after all, the establishment of 
trade relations require some degree of certainty, otherwise investments 
are not going to be made and organization is not going to be created, 
and so on? Two years later along comes the administration in with a 
proposal which admittedly is violative of GATT and which completely 
contradicts what was done 2 years prior to that and which is designed 
to remedy a depressed situation that is admittedly a result of our 
own policy changes such as cutting back on stockpile purchases and 
the Department of Agriculture’s cessation of the barter program. 

Let us take it on to date and take it right up to now. Last summer 
this matter was presented to this committee and this committee very 
properly rejected it and said: “If the escape clause means anything 
and section 7 means anything insofar as delegation of power to ODM, 
then the administration has full power to act.” I understand there 
Is some escape clause procedure going on now, although this is very 
confusing tome. Because if the administration felt the situation was 
so critical that they were willing to come up here and recommend legis- 
lation that was violative of our international commitments, then 
certainly they ought to be in position to facilitate a procedure before 
the Tariff Commission. 

The point I am making is that this thing is like that ball you men- 
tioned a minute ago, bouncing around from one group to another and 
from one agency to another, so that now the domestic producers have 
no certainty and the producers in Peru, Canada, and Mexico, certainly 
three of our very good friends, also have no certainty. 

Secretary Duties. Congressman, the goal of certainty is a goal 
which men always pursue and seldom achieve. I think the only 
thing that is certain is uncertainty and what can be certain is that 
there will be a reasonable approach, reasonable procedures, but you 
cannot have certainty. 

The price of copper drops in half in a free open market. That is 
not certainty. That is a high degree of uncertainty. It is elemental 
in our free system that you have uncertainty in certain respects. 

The cartel system, the state socialism system are measures designed 
to make things a little more certain. But they carry with them cer- 
tain disadvantages which we regard and which I regard as being a 
compelling reason against them. 

One of the advantages that the Soviet talks about is, they say, “Well, 
you make a deal with us, we will give you so many articles of this kind, 
or other, and you give us so many tons of that,” and you appear to take 
the uncertainty out of it but there is uncertainty in it. The Russians 
do not always live up to their agreements. They may not have the 
stuff to deliver. You cannot get certainty, and what you can get and 
I think you do get measurable under the American system is that you 
get a reasonably just approach to the problem. 

You have procedures which are fair, but you cannot take the un- 
certainty out of business. 
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Mr. Boges. Mr. Secretary, I will not argue that point with you. 
I will not endeavor to get into a discussion of semantics about what 
the word “certainty” means. What we attempt to attain is a degree 
of certainty. 

The reason, I presume, that the administration asked for a 5-year 
extension rather than a lesser period of time, which seems to be creat- 
ing some degree of opposition, to put it rather mildly, is because you 
want at least that degree of certainty, is that not correct? 

Secretary Duties. We want certainty as to procedure, yes, sir. 

Mr. Bocas. All right. You mentioned copper. That is a good 
example. Certain policies that our Government fosters naturally 
have some effect upon these raw materials. One of them was a stock- 
piling program that you mentioned. The other is the barter program 
carried on principally by the Department of Agriculture. 

Now, we are a vast country and we can stand some decline sometimes 
in some of these industries, although, believe me, I am not advocating 
that, because I think we ought to have enough imagination to think of 
measures to help these people over these periods of adjustment. 

But take Chile. Now, when you mentioned copper, you mentioned 
the lifeblood of that country, and that is one of the great difficulties 
there now, the decline in the price of copper. 

So, we have here on our side all of the Members of Congress who 
represent the western areas that produce copper introducing legisla- 
tion to increase the duty on copper, and I think they are acting in the 

roper regard for their own constituents. On the other hand, we 
have our friend Chile, in a very desperate situation, and a Russian 
mission down there negotiating with them right now. 

So it seems to me that we Saat to advocate a policy that had enough 
strength and enough flexibility to be able to anticipate these situa- 
tions. 

Secretary Dutixs. I do not know anybody who is smart enough 
to anticipate the fluctuations of the price of copper. If he did he 
would be probably basking in Florida at the present time instead of 
being here in Washington. It is extremely important. 

Mr. Boces. You talked about the hurricane brewing in answer to 
Mr. Simpson a little while ago, and I agreed with you, and you said 
that the Weather Bureau had certain information that we did not 
have and that the State Department has certain information that no- 
oe else has, and that is right. Why do you not do something with 
it 

Secretary Duties. And certainly I would agree with you, sir, that 
the copper situation is one of great gravity to Chile and to our rela- 
tions with Chile and to the role of Chile as one of the American 
Republics. 

Mr. Bocas. And also to our domestic economy, Mr. Secretary, and 
not only that, it may be a factor in whether or not we pass this bill 
because all those Congressmen who come from that area know they are 
in a bad situation so far as that situation is concerned. 

Go ahead. 

Secretary Duties. I am not sure what your question is at this point. 

Mr. Boces. My question is what do we do about these problems. 

Secretary Dutxes. I am not prepared to say what we should do 
about the copper situation. 


= AM RS AA a AA TIRES AgNO eT 


So St ISL SS A ees 











416 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Boggs. I use that as an example. 

Secretary Duties. We have, as I understand, a sliding scale duty 
on copper. If mee of copper drops below 24 cents, then a certain 
duty comes on. at is under the present law, I believe. 

I would certainly from the standpoint of foreign relations deplore 
action which tended to depress further the copper situation in Chile. 

Mr. Boses. Could you not multiply that by other examples? What 
about the Sudan cotton crop, for instance ? 

Secretary Duties. That is a serious problem, also, the question of 
the long staple cotton from the Sudan. 

= Seon I just mention two of them. There are many others 
throughout the world, are there not ? 

Secretary Dutuxs. That is right. 

Mr. Boges. So that for us to fail to do this minimum, and I con- 
sider this a minimum, the passing of this act, it seems to me we would 
be saying to the Soviet trade experts: “Well, it is yours. Take it 
over. 

Secretary Duutixs. That is what I tried to say in my statement, sir. 

Mr. Boees. Exactly. Iam agreeing with you. 

Secretary Dutzzs. I believe if we do not pass this act it will be 
in fact notice to the Soviet Union to take over large parts of the 
world. That isthe reason I am so frankly for it. 

Mr. Bocas. I am glad to hear you say that, Mr. Secretary. I am 
not sure everybody associated with this thing has the same idea, al- 
though they say they do. 

For instance, in the last paragraph in your statement, and it was 
a splendid statement, believe me, you say that failure to renew and 
strengthen—failure to renew and strengthen—and I emphasize that 
word “strengthen,” that act, as the President has requested, would 
set back the clock and endanger our Republic and each and every per- 
son in it. 

That is a very strong statement, and I think you are completely 
correct. 

Yet I have before me a statement by the Secretary of the Interior 
and I quote from the first paragraph of it. He says: 

The measure has two important features: 

“First, it would authorize the President to enter into new trade agreements 
over a period of 5 years. 

This feature has been thoreughly discussed by witnesses who have 
preceded me. 

“Second”—and I emphasize this: 


The measure would strengthen safeguards for domestic industry. 


It seems to me that is going in two directions at the same time. 

As a matter of fact, when you talk about the domestic industry, 
what industry are you talking about ? 

Are you talking about the exporters and importers and the people 
engaged in manufacturing enterprises for export, which according 
to Secretary Weeks, employed about 414 million people? They are 
entitled to some protection, too. 

And if we cut off all our export markets and prohibit the foreign 
countries the opportunity of trading with us those people are going 
to lose their jobs; is that not so? 
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Secretary Duties. I happened to run across, reading up on Wash- 
ington’s Birthday, an extract from a letter which George Washington 
wrote in August 1788 to somebody in France. I am not sure if it is 
relevant to your question, but I may not get a question to which it 
is more relevant. 

He wrote: 

It may be mentioned here as a first principle of extending the intercourse, 
and as a theory which will be found incontestably true in experiment, that in 
proportion as France shall increase the facility of our making remittance, in 
the same ratio shall we increase the consumption of her produce and manufac- 
tures. 

I thought that was a rather interesting statement of an economic 
principle by the Father of his Country made at a time when we were 
in the position then, primarily, of a producer of raw materials, want- 
ing to get manufactured goods. Now the roles are reversed as be- 
tween us and most of the countries of the world. Many of them are 
producers of raw materials and they want our manufactured goods, 
and it is true of them as it was true of us in that time of George 
Washington that as we increase the facility of their making remit- 
tances they will increase consumption of our produce oe manu- 
facture. 

And that is certainly one of the elements that has to be taken into 
account. 

You referred to the fact that the Secretary of Commerce testified, 
I believe, that there were some 414 million people that could at- 
tribute their employment to our international trade, that they were 
entitled to protection. I surely agree with that. And the fact that 
it is possible more directly to attribute unemployment to imports 
than it is to attribute em laeeanh to those imports acting in terms 
of exports makes the a difficult to deal with particularly from 
a public relations and constituency standpoint. 

But it is there and I think this other statement becomes relevant, 
that it is the duty of those of us here in Washington in the executive 
branch and in the congressional branch, to take into account all the 
a the overall considerations, the interests of the Nation as a 
whole. 

That includes foreign relations, that includes those who are hurt 
by imports, it includes those who are benefited by imports. 

Striking that balance is an extremely complicated and difficult 
task. Nevertheless, it is one we must try to perform and we should 
not be stampeded in any 1 direction by any 1 set of circumstances. 

I say that as far as the State Department is concerned, we think 
primarily of the effect upon international relations. And there is a 
tendency sometimes to be stampeded just on that account. We have 
to take into account other factors, all the elements of this complicated 
_—e need to be ee and that is the ultimate responsibility 
of the President through the operation of the escape clause. 

I generalized, Congressman. 

Mr. Boaes. That is right. 

You said in response to Mr. Eberharter’s question that you were 
perfectly willing to consider other types of adjustment for people, 
industry, businesses that might be adversely affected by imports. 

I am very glad to hear you say that. because I am certain that this 
committee will examine other avenues in that direction. 
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There are just 1 or 2 other questions about some of the proposed 
amendments. 

You replied negatively, and I was very glad, to Mr. Kean’s ques- 
tion about the Tariff Commission becoming omnipotent in this field. 
There is another one that has been making the rounds and that is 
that we have sliding scale tariffs as applied to wage rates in other 
countries. 

Would you mind commenting on that, please, Mr. Secretary ? 

Secretary Duties. I do not think that would be practicable or 

roduce an equable result because in calculating costs there are many 
iesies other than direct wages which need to be taken into account. 
There are the tools which are in the hands of a wage earner. There 
are other conditions, climatic conditions, and the others which affect 
costs. And a sliding scale, which only took into account the ques- 
tion of wages, would in fact operate always to keep low wages because 
they are already low. 

ow, what we want to see in the world is a condition where wa 

go up to the American standard in other parts of the world, and if 
we adopt the theory that because wages are already low, therefore, 
that country cannot send its goods to the United States and get from 
the United States what it needs in the way of better tools and so forth, 
which would permit higher wages, I think we defeat ourselves in the 
long run. 

Mr. Boaes. Now, I have one other question about another proposed 
amendment. 

The State Department feels, does it not, that a 5-year extension is 
greatly to be hoped for? 

Secretary Duties. Definitely. 

Mr. Boaes. And you would not settle for something less; is that 
right ? 

_-calien Duties. You say would we settle for less? 

Mr. Boaes. I was hoping you would say “No.” 

Secretary Dutzes. I am certainly not prepared to say “Yes.” 

Mr. Boggs. I have one final question about the European common 
market, which has been mentioned here, and which of course is a 
significant development in the world. 

It would certainly be fair to say, would it not, Mr. Secretary, that 
our position, if we are to negotiate with the common market, is 
strengthened rather than weakened by extending the Trade Act, is 
that not so? 

Secretary Duxxes. I think it is almost indispensable, to exert a 
constructive influence on the evolution of this common market, that 
we have assurance that during this formative period the United States 
is going to continue its general attitude towards trade which was 
initiated in 1934 and has been continued since that time. I can 
imagine nothing which would so strike terror throughout the world 
and cause everybody to wonder as to what their own policy should be, 
both political policies and trade policies, as the feeling that the United 
States might be, to use your chairman’s phrase, swinging the door 
closed, and it is not so much that I fear the degree to which it would 
swing closed, at this particular session of Congress; it is when you 
start something swinging you know it is apt to go on and you know 
that is what other people will think and if this door starts swinging 
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closed, whereas it has been swinging open, the very change of orienta- 
tion will itself have very grave economic and political consequences 
in the world. 

Mr. Boaes. Thank you very much, Mr. Secretary. You have been 
very helpful. 

The Cuatrman. Mr. Mason will inquire, Mr. Secretary. 

Mr. Mason. Mr. Secretary, I have just two short questions. 

The first is this: Your very persuasive and very plausible state- 
ment must be evaluated and put over against this fact, that we have 
had 24 years of experience with the Reciprocal Trade Agreements 
Act and many of us are still not convinced that it has not done more 
harm than good to our American economy and because we are not 
convinced the administration has drafted, shall we say, one of the 
greater salesmen in the country to put on a sales program, an intense 
national program, to sell the benefits of the Reciprocal Trade Agree- 
ments Act to the American people and to the Congress. 

Now, the very fact that the administration has had to go to that 
extreme, in my mind, proves to me that the act in its 24 years of opera- 
tion has not worked to the satisfaction of the American people as a 
whole, that it may have done as much if not more harm than good, 
and so in order to give it a longer extension of time we have to put 
on this tense and intense program to sell it to the people and it has 
got in high gear. Does not that in itself prove that this Reciprocal 
Trade Agreements Act has not been as beneficial as some of its pro- 
ponents seem to want to make the American people believe ? 

Secretary Dutues. Is this high-powered program you speak of my 
statement today ? 

Mr. Mason. No, it is not, Mr. Secretary. It is a high-powered pro- 
gram that Eric Johnston has gone into high gear to put on and sell in 
every possible way to the American people and to the Congress. 

Secretary Dutxes. I think you are misinformed about that, Con- 
gressman. I am now told that he is not dealing at all with the Trade 
Agreements Act. 

Mr. Mason. He is dealing, of course, directly with foreign aid. We 
know that. 

Secretary Duties. Mutual security. 

Mr. Mason. Mutual security, if you want to call it that, the give- 
away program, if you want to call it that, but it is all tied in with this 
and the arguments in favor of this are practically the same arguments 
that ow in favor of the foreign-aid program, are they not? They are 
parallel. 

Secretary Duties. Yes. I mentioned both of them in my state- 
ment 

Mr. Mason. Yes. 

Secretary Duties. Because I think that they are twin measures 
which are equally indispensable to maintain the peace and security 
of the United States. 

Mr. Mason. Now, Mr. Secretary, my other question is this: 

During these 24 years the American tariff rate has come down from 
an average of about 16 percent to 5 percent, from the middle of the 
totem pole of the 34 nations to near the bottom, 7th from the bottom 
to be exact, while our main competitor, the United Kingdom, has raised 
their tariff rate during that same period and they are now near the 
top with about a 25-percent average rate of tariff. 
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Are those facts that have occurred during these 24 years? 

Secretary Duties. Excuse me, sir. 

Mr. Mason. Are those not the facts that have occurred during 
these 24 years that the Reciprocal Trade Agreements Act has been 
in force ? 

Secretary Duuuzs. I do not think those are the facts, Congressman. 
Those are the facts only if you take into account the heavy excise 
duties on liquor. If you eliminate those I believe that United Kingdom 
tariff has gone down during this period. 

Mr. Mason. I am talking about the average tariff rates of the 
United Kingdom, taking liquor and everything else into considera- 
tion. Why noteven liquor? That is a part of their approach, and the 
average rate of ours during these 24 years. 

Secretary Duties. I do not believe that we should weigh that with 
liquor. I think that it would be quite a long while, if I know the 
British, the English, the Scotch, and the Irish, before bourbon 
becomes an effective competitor over there, with Scotch and Irish 
whisky. So let us leave that out. 

Mr. Mason. I cannot leave it out because it is a large part of the 
dollar exchange, whether it is liquor, or whether it is wool, or what- 
everitis. Itisa part of the dollar exchange. 

Secretary Duxixs. The barrier there is not the excise duties. The 
barrier is that they prefer Scotch whiskey to bourbon. 

Mr. Mason. Why do they not eliminate the Scotch tax which they 
raised in all this connection 

That is all, Mr. Chairman. 

Tam still not convinced. 

Secretary Duties. I gathered that. 

The Cuarmman. Mr. Herlong will inquire, Mr. Secretary. 

Mr. Hertone. Mr. Secretary, I have observed a tendency on the 
part of some nations who are parties to GATT, having entered into 
the multilateral trade agreements, then either by written bilateral 
agreements, or unwritten bilateral agreements, engaging in agree- 
ments with other countries, who are also parties to GATT, with the 
result that some of our exports to these countries are being discrim- 
inated against. I am speaking specifically of citrus. I want to ship 
citrus to West Germany and I want the importer over there to accept 
my citrus, but the importer over there will not accept my citrus. But 
the German Government says: “We have an agreement with Italy 
where we are exchanging something, a material, for their citrus, and, 
therefore, we are taking our citrus from Italy.” And as a result of 
that they are setting up different standards for the importation of 
our citrus into West Germany than the Italian citrus has to undergo. 

If we are going to have bilateral agreements within the framework 
of the multilateral agreements, there is no need to have GATT, in 
my opinion. 

Is your Department ene about the bilateral agreements 
under the framework of GATT ? 

Secretary Duties. Yes, I believe we are. We are trying to get rid 
of them. Of course what you say illustrates one of the problems that 
is going to arise, however, from the common market. After you have 
the common market there will be no restrictions at all on the movement 
of citrus from Italy to Germany. It will be all part of the common 
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market. And it is important to have the negotiating power, therefore, 
to try to get the external tariff of the common market, on citrus, for 
example, low rather than high, so that there will still be a competitive 
situation there. 

Mr. Hervone. As a matter of fact, is not this procedure of bilateral 
agreements within the framework of GATT or between the nations 
and parties of GATT, a violation of the agreement in GATT? 

Secretary Dutxes. I do not know whether it is technically. Mr. 
Dillon tells me that is our view, that is what we are contending before 
GATT, yes. Perhaps, if we have OTC, we would have an ally in 
that respect. 

Mr. Lone. Would your Department be receptive to some sort 
of an amendment to this bill which might spell out some requirement 
for the President to engage in making some specific effort in this field 
and report back to the Congress on it 

Knowing that the Congress has spoken in that area they might 
be more receptive to our demand. 

Secretary Duties. Yes. If you would indicate the kind of amend- 
ment you have in mind, I would see you get a prompt opinion. 

Mr. Hertone. I have such an amendment prepared and will submit 
it to you for that. 

Secretary Duties. Yes, sir. 

The Cuatrman. Mr. Holmes will inquire, Mr. Secretary. 

Mr. Hotmes. Mr. Secretary, I definitely do not want to detain you 
any longer, but I have two points. I followed with interest your 
statement. I think it was a very strong statement and a logical state- 
ment, and congratulate you on it. 

Mr. Herlong has just taken up a point that is of great interest to our 
particular area in the Pacific Northwest. 

Because of the loss of a tremendous export trade they, our people, 
are trying to rehabilitate their trade in deciduous fruits. The point 
came up in discussing this matter with representatives of our area, 
which is a large segment of the economy of the Pacific Northwest. 
As you know, the problem is not one in West Germany of dollar ex- 
change, but primarily they seem to resist to perhaps negotiate fairly 
and reasonably, Mr. Secretary, in relation to the entrance of deciduous 
fruits. And I want to reemphasize the principle involved in Mr. Her- 
long’s suggestion, and I want to reemphasize the importance that it is 
to certain sections of the country. 

I request the State Department help and give us every consideration 
it possibly can along that line because it is in the spirit of the act it- 
self, Mr. ance It is not a violation of the act. 

Secretary Duties. We will certainly do so. 

Mr. Hotmes. Thank you very much. I do not want to detain you 
longer. 

The Cuarrman. Mr. Karsten will inquire, Mr. Secretary. 

Mr. Karsten. Thank you, Mr. Chairman. 

Mr. Secretary, I should like to commend you on your outstanding 
presentation. It was one of the finest tributes that could be paid to 
the memory of the late Cordell Hull, whose vision in 1934 set the 
Reciprocal Trade Agreements program into operation. 

I may say last Saturday night Mr. Truman said many of these 
New Deal measures passed in the early thirties served the country so 


24093—58—pt. 1—_—-28 









SSE 


a —— 





422 RENEWAL OF TRADE AGREEMEN‘TS ACT 


well. I am glad to see you are referring to ex-President Truman in 
that regard. 

Secretary Duties. I do not recall—was Truman President in 1934? 

Mr. Karsren. Mr. Truman stated that so many of these New Deal 
laws, and this was one of the first ones passed, are serving the 
country very, very well, and your statement indicates you completely 
agree with him. 

I would like to refer for a moment to questions Mr. Boggs asked, 
with particular reference to page 7 of the bill, line 3. 

Do you have a copy of the bill, Mr. Secretary ¢ 

Secretary Dutixs. Yes. 

Mr. Karsten. Could you explain that paragraph to me and what 
it provides and what it does? It is only about 5 or 6 lines long. It 
starts with italics C (2). 

Secretary Dutixs. That is designed to enable the President to give 
greater relief under the escape clauses by increasing duties to 50 per- 
cent of the rate that existed in 1934 instead of the rate that existed 
in 1945. 

Mr. Karsten. Why would it go back that far, Mr. Secretary? In 
1934 we were governed by the Saneet-Hawley Act until the passage 
of the Trade Agreement Act. Why are we going back to the old 
Smoot-Hawley Tariff Act? 

Secretary Dutixs. That is a drafting mechanism to enable the 
President to give greater relief under escape clauses than is now 
possible. Itsometimes turns out to be the case. 

Mr. Karsten. Then are we then reducing tariffs or increasing 
tariffs? 

Secretary Duties. We are doing both as has been pointed out here. 
Sometimes we increase and sometimes we decrease. 

Mr. Karsten. Do you think it would be wise in any case to in- 
crease tariffs to 50 percent higher than they were under the old 
Smoot-Hawley tariff? Do you think that would give our allies 
concern ¢ 

Secretary Dues. I do not think there would be any concern over 
having that authority. I do not imagine. 

Mr. Karsten. The authority exists. You talk about the certainty 
and need to plan ahead. I do not believe they would want to plan 
= far ahead if they saw this leeway in the bill. 

ecretary Duties. There may be cases where the present permissi- 
ble increase would not give adequate protection and this would enable 
the President under his discretion to give a larger measure of pro- 
tection. 

Mr. Karsten. Would it enable the President to return to the old 
Smoot-Hawley tariff that was in effect in 1934? Is that correct? 
That is 50 percent higher than the old Smoot-Hawley tariff. 

Secretary Duties. Yes. 

Mr. Karsten. To me Mr. Secretary it looks like we are going in 
two directions at the same time. I would like to ask whether you 
would be in favor of this paragraph being stricken out of the bill. 

Secretary Dutirs. No, I would not be in favor of that being 
stricken out of the bill—— 

Mr. Karsten. Do you want to go on record 
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Secretary Duties. Because I think if you find the case which justi- 
fied the escape clause there should be discretion to give an adequate 
remedy. Furthermore today we are sometimes faced with the al- 
ternative that an increased duty is not adequate. Therefore we may 
have to get into the question of quotas and often the problem of 
quotas raises problems which are also extremely difficult to deal with 
and to administer. We believe that a higher increase of duties is 
oftentimes better than a resort to the quota system which is per- 
missible under the act but which is not as easy to administer and 
which tends toward a control of the industry to a much greater degree 
than would be the case if you had a higher duty. 

Mr. Karsten. This is a bill then to increase tariffs as well as to 
lower tariff barriers, am I correct in that? 

Secretary Duuuxs. It is a bill that is permissive in both directions. 

es. 
F Mr. Karsren. I notice there is one bill that was introduced H. R. 
10368, at the request of the administration, by Representative Mills. 
I wondered if you requested any other members of the committee to 
introduce similar legislation. 

Secretary Duties. I just do not know the answer to that. 

Mr. Karsten. Do you mean to say that you do not know if you 
asked a member of the minority to introduce this bill? 

Secretary Dutixs. I do not personally know, no. 

Mr. Karsten. Would anyone on your staff know? On matters of 
this kind it is customary to have a companion bill introduced by the 
minority but I do not see a bill. 

Mr. Kean. I introduced a bill. 

Secretary Dutixs. I thought Congressman Kean introduced a com- 
panion bill, but he can speak for himself. 

Mr. Karsten. I am glad to see that there is a minority member 
who supports the measure. Thank you, Mr. Secretary. 

Mr. Kean. Mr. Mills and I worked together. I submitted mine the 
‘same day. 

The Cuarmman. Are you through, Mr. Karsten ¢ 

Mr. Karsten. Yes, Mr. Chairman. 

The Cuatrrman. Mr. Sadlak will inquire, Mr. Secretary. 

Mr. Sapuak. Mr. Secretary, it was my belief since Mr. Weeks, I 
understand, is to return again to the committee that you, also would 
be coming back to the Ways and Means Committee at a later date. I 
am sorry that I was not here at the commencement of this hearing. 
The President has a plane assigned to him that takes him wherever 
necessary, whenever he is ready. I had to rely on a commercial plane 
to get back from meetings in Connecticut and due to mechanical dif- 
ficulties arrived here a little late. 

I believed I would have an opportunity to study your formal state- 
ment and likewise the questions put to you and answers you gave, 
forthrightly, I might say, and then on your return would have an op- 
portunity to follow up rather than being repetitive now. 

However, I would like to make this statement or observation. 

It seems to me it is coincidental since the beginning of the Re- 
ciprocal Trade Agreement Act back in 1934 that we likewise in that 
year recognized the Soviet Union and we have had trouble with them 
ever since. I do not underrate or underestimate the reference but I 
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will go back to the statements made by your predecessors as Secre- 
taries of State, to read over their statements, and especially to find 
whether they too had urged the continuation or renewal of these 
trade agreements on the basis of the Soviet being the bogyman. 

Now, I want to call your attention to page 7 of the statement which 
I have before me, Mr. Dulles, and there in the middle of that page, 
the second paragraph: “There is no suggestion”—and I go to the 
concluding sentence of that third paragraph and I quote you, sir: 
“There are Japanese-imposed restrictions on textiles, flatware, and 
other goods sold to the United States.” 

Will you tell the committee when the Japanese had imposed re- 
strictions on flatware? 

Secretary Duties. Last October. 

Mr. Saptax. After the damage had been done to our industry here 
which began with the importations of some 883,000 dozen of stainless 
steel flatware in 1953, and was permitted to mushroom to approxi- 
mately 11 million dozen in 1957. 

Unconnected with flatware imports, Mr. Secretary, I want to com- 
mend you, as I have before, for the outstanding feat, your out- 
standing personal contribution and accomplishment in connection with 
the Japanese treaty. 

Thave no further questions. 

The Cuarrman. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Chairman, in the event that I do not have enough 
time, I am sure there is not, to get the Secretary’s position on several 
of the proposed amendments, I would like permission, if I may, to 
possibly pose the question and then wait for the answer, which can be 
supplied for the record. 

The CuarmrMan. Without objection it will appear in the record. 

Mr. Curtis. Before going on to that there is one observation in 
light of a question that Congressman Boggs brought out. 

It seems to me, Mr. Secretary, it is important to emphasize that this 
is supposed to be reciprocal trade, is it not, and it is going into two 
directions, that that can be certainly consistent under an act that is 
supposed to be reciprocal. In other words, I find no difficulty in 
recognizing the point of view expressed by the Secretary of the In- 
terior and your own point of view, that it can strengthen the proce- 
dures that are set up to protect domestic industry, but it also can 
strengthen the procedures set up for negotiating and granting new 
benefits to foreign countries. 

Am I correct in that ? 

Secretary Duties. Yes, sir. 

Mr. Curtis. And, incidentally, I think that is the way the Recipro- 
cal Trades Act was originally set up. It could go back in both 
directions back in 1934. 

I used the metaphor to bring clear to my mind, an automobile. 
You have both brakes and an engine. You can increase the horse- 
power and certainly, probably as you do increase the horsepower 
you want to increase the ability of the brakes, at the same time. 

Now, one of the amendments that is possibly in the offing that I 
would appreciate comments on in the record would be in regard to 
what is called the National Security Amendment that was put in the 
bill last time. 
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There has been testimony on that, and it seems that this was a rather 
hurriedly drafted opposition. It seems to me from some of the testi- 
mony at any rate that there is a considerable ambiguity and also in 
the minds of many people it is just a superescape clause and it is the 
thought of many people that that amendment might be amended. 

I would appreciate the comments you might have on that. 

Secretary Dutuxs. Yes, sir. 


(The following information was later submitted by the Depart- 
ment of State for the record :) 


The language of the National Security Amendment makes clear that it relates 
only to national security matters and is not a superescape clause for use in 
cases involving serious injury to an industry. The amendment provides that 
whenever the Director of the Office of Defense Mobilization has reason to be- 
lieve that imports are causing or threatening to impair the national security, 
he shall advise the President. If the President agrees there is reason for such 
a belief, he causes an investigation to be made. If on the basis of such an in- 
vestigation, the President finds imports are causing or threatening to impair 
the national security, he may impose restrictions on imports or take such other 
action as he considers appropriate to remedy the situation. 

The National Security Amendment and the escape clause provision are simi- 
lar in that both provide for the possible imposition of import restrictions. They 
are not intended as substitutes for one another. Bach serves a different pur- 
pose. The escape clause is designed to permit action to protect American in- 
dustries from actual or threatened serious injury as a result of tariff conces- 
sions made under the trade agreements program. On the other hand, the Na- 
tional Security Amendment is designed to permit action to prevent imports 
from impairing the national security regardless of whether or not a product 
is subject to a trade agreement concession or a question of serious injury 
arises. 

Responsibility for recommending action under the National Security Amend- 
ment is vested in the Director of the Office of Defense Mobilization. That of- 
fice has developed procedures for conducting the investigations necessary to 
discharge of its responsibilities. 

The period required to make determinations under the National Security 
Amendment will, of course, vary depending on the circumstances. Moreover, 
past mobilization experience is no longer an adequate guide for the evaluation 
of present situations. New weapons and the latest strategic considerations are 
changing the concept of national security. This requires that most careful and 
time-consuming consideration be given to information which must be pulled to- 
gether from a wide variety of sources—public hearings, briefs, industry surveys, 
and visits and discussions not only with manufacturers in an industry request- 
ing action but also those producing related products. The development, col- 
lation, and consideration of such information involves much handling of highly 
classified security data. A time limitation which might be adequate in one 
situation might prevent sound decisions from being reached in complex cases. 


Mr. Curtis. Secondly, you have brought out, yourself, the possible 
po nee of the escape-clause mechanism and possibly other pro- 
cedural aspects in the Reciprocal Trade Act, and I would appreciate 
any comment you might have on possible amendments there. 

One in particular that I am interested in, at one time it was proposed 
to make the Tariff Commission an uneven number in order to bring 
about more certainty of decision, and it seems to me if we are stare 
decisis to have some play in this matter to make it a little more certain 
as far as those that have to deal with escape clause, whether it is do- 
mestic or a foreigner that we are trying to anticipate it. Possibly 
that would be beneficial, your comments on the question of whether 
it might be an uneven numbered Board instead of an even Board 
from the standpoint of bringing about more certainty of the decision 
and quicker action. 
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The following information was later submitted by the Department 
of State for the record :) 


During the preparation of its proposals for trade-agreements renewal, the 
administration examined numerous possibilities for changes in the escape clause, 
and after careful consideration, concluded that two changes, which are embodied 
in H. R. 10368, would improve the operation of the escape clause. The first of 
these proposals is that the President be authorized to increase tariff rates in 
escape-clause cases to 50 percent above the rates in effect on July 1, 1934. The 
purpose of this change is to provide more flexibility in escape-clause action and to 
minimize resort to the use of quotas. The second is the proposal that an 
escape-clause investigation be instituted promptly if a peril-point investigation 
shows that existing concession rates of duty are causing or threatening serious 
injury to a domestic industry. This change is proposed in order to expedite the 
development of the full information which is obtainable in an escape-clause 
investigation, and to insure that all interested parties are given an adequate 
opportunity to present their views. 

With respect to the suggestion that the Tariff Commission have an uneven 
number of members in order to bring about greater definiteness in its decisions, 
it does not appear that this would provide any added definiteness, though it 
would insure that there would be a majority finding and recommendation in cases 
in which all Commissioners voted. Under a 1953 amendment to the trade-agree- 
ment legislation, cases where the Tariff Commission is evenly divided go to the 
President for a decision just as do those in which a majority recommends 
escape-clause action. The establishment of an uneven number of Commissioners 
has no significant advantages and would basically alter the traditional bipartisan 
nature of the Tariff Commission. 

The suggestion has been made that the stare decisis principle be applied in 
eseape-clause cases to bring about increased definiteness. That is, a decision 
in one case would enable interested parties to determine in advance what the 
outcome would be in other cases. 

As the chairman of the Tariff Commission has pointed out in the present 
hearings, it is difficult to apply the stare decisis principle meaningfully in escape- 
clause cases. Each case is different and must be judged on its own merits. 
Even in cases involving reinvestigations, while the Tariff Commission work may 
be simplified, there are often changed conditions. In fact the stare decisis 
principle only means that to the maximum extent cases which reflect the same 
facts and balance of interests should be decided similarly. As the courts them- 
selves have applied the principle, it does not mean that cases with dissimilar 
facts and balances of interests are to be decided on the authority of past de- 
cisions. It is recognized that it would be desirable to obtain the greatest amount 
of certainty in escape-clause cases but, in practice, for the reasons given above, 
it is impossible to obtain such certainty. The reference point in each case is 
the statutory limitations laid down for the Tariff Commission. 

The same factors are also present in presidential action in escape-clause cases. 
The President makes his decision on a case-by-case basis, basing his own judg- 
ment not only on the Tariff Commission’s finding of serious injury, but also ‘on 
important considerations, such as national security and foreign policy, which 
are outside the scope of the Tariff Commission investigations. The continuation 
of an ad hoe procedure in escape-clause cases is essential if the President is to 
consider all the varying interests in escape-clause cases. 


Mr. Curtis. Incidentally, in regard to the national-security amend- 
ment, the question was raised whether time should not be a factor in- 
volved, because if we do have such an amendment it ought to be in 
the nature of an emergency to some degree. 

Now, this question on the possible amendment. 

This committee voted out the OTC bill and actually the present 
status is it could be brought up on the floor and this committee put 
several amendments in the OTC bill, incidentally. I thought they 
were very good amendments. I myself have long felt that very pro- 
perly the consideration of OTC should come up at such times as we 
extend the Reciprocal Trade Act, because I think the two are inter- 
meshed and should be considered together and I would appreciate 
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our comments on whether or not it would not be wise to include 
in the Reciprocal Trade Act extension a provision for OTC with the 
amendments that this committee placed before them. 
(The following information was later submitted by the Depart- 
ment of State for the record :) 


United States membership in the Organization for Trade Cooperation and 
extension of the Trade Agreements Act are related matters, but each stands on 
its own feet. It is not essential that they be considered at the same time. 

The Department hopes that Congress will enact legislation authorizing United 
States membership in the OTC, which is the practical prerequisite of that 
agency’s establishment, and is also extremely important to United States in- 
terests. The OTC will benefit American trade by making possibe more effective 
administration of our trade agreements, thus helping to expand our existing 
markets abroad. It will help open new markets in which our exports can com- 
pete on their commercial merit. It will provide the machinery to supervise 
and protect the assurances in the General Agreement on Tariffs and Trade 
against discriminatory treatment of American exports. By providing the means 
for prompt consideration and settlement of trade problems and building up a 
body of reliable data on the complicated technical aspects of world trade, the 
OTC will make the General Agreement a more effective instrument of trade 
policy. United States action to bring the OTC into being will therefore enhance 
the value of the General Agreement. 

The Department approves H. R. 6630, which incorporates with one minor 
change all the amendments to the original bill, H. R. 5550, 84th Congress, which 
were recommended in House Report No. 2007, 84th Congress, 2d session. In 
summary, these amendments: 

(1) Make the United States representative to the OTC an appointee of the 
President, subject to the advice and consent of the Senate (but not with rank 
of Ambassador, as proposed in the amendment to H. R. 5550) ; 

(2) Make clear that the President’s authority under section 350 of the Tariff 
Act is not enlarged or the validity of existing United States legislation affected 
by the bill ; 

(3) Declare that acceptance of membership in OTC implies no commitment 
to enact any specific legislation on any OTC or GATT matter ; 

(4) Declare the sense of the Congress that OTC shall not become a spe- 
cialized agency of the United Nations; and 

(5) Provide that aeceptance by the United States of any amendment to the 
OTC agreement must be authorized by law. 

Other amendments incorporated in H. R. 6630 provide for an annual report 
by the United States chief representative to the President for transmittal to 
the Congress, a limit of 3 years on each appointment of the chief representaive, 
and constitution of a six-member advisory committee. 

In his message of April 8, 1957, to the Congress requesting enactment of the 
legislation providing for United States membership in the OTC, the President 
described the amendments made by the committee as constructive, and stated 
that the amendments had been strengthened and included in H. R. 6630, the 
enactment of which he urged. 


Mr. Curtis. I have another comment. You already have com- 
mented to some degree on the proposed amendment called the Trade 
Adjustments Act—I think it is to be called. This was formalized to 
a large degree by the CIO and AFL representatives when they came 
ae us and I believe Mr. Eberharter introduced a bill along those 

ines, 

Many people have done a lot of thinking along this line. 

The Randall Commission had a lot to say about it. 

So if you would make a more complete statement on that, it would 
be appreciated. 

(The following information was later submitted by the Depart- 
ment of State for the record :) 


The Department has nothing further to add on this point. Secretary Dulles 
testified that if a practicable program of adjustment assistance could be devel- 
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oped, he could see merit in the idea. He went on to say that the proposal 
for such a program involves a number of domestic problems which are outside 
the area of responsibility of the Department of State. Judgments as to the 
practicability of the program can best be made by those agencies of the Gov- 
ernment which would have the responsibility of administering it and determin- 
ing its domestic applicability. 


Mr. Curris. Then, another proposed amendment that has already 
been touched upon to some degree is the possibility of a sliding scale 
tariff to reflect the rising, you might say—I think you had it back- 
ward. Actually the sliding scale would permit the tariff in this 
country to be reduced as the wage scales in the exporting industry 
of the countries abroad went up and the whole objective 1s to raise 
those wage scales abroad but also at the same time I believe to make 
our tariffs more accurate differentially to reflect the economic differ- 
ences, not only in wage scales, as you point out, but there are many 
other areas of social legislation that we have imposed on our manu- 
facturer, such as antitrust laws and so on. 

(The following information was later submitted by the Department 
of State for the record :) 


Proposals for a sliding tariff wage scale formula are based on the general 
concept that the United States tariff should offset differences in labor costs 
between United States and foreign industries. This concept is a variant on the 
cost-of-production tariff formula, which would set a tariff equal to the differ- 
ences between American and foreign production costs. Indeed, were labor costs 
the sole element in production costs, the sliding tariff wage scale principle and 
the cost-of-production formula would be identical. 

Since labor costs are by no means the only element in total costs of pro- 
duction, a tariff adjusted solely on the basis of differences in labor costs would 
restrict imports to those commodities for which foreign nonlabor costs are rela- 
tively lower than these costs in the United States. Because the costs of raw 
materials, fuel, power, capital, skilled management, and other nonlabor factors 
of production are often higher in other countries than in the United States, 
foreign suppliers of many articles would be completely priced out of our market 
by a sliding-scale formula which eliminated their only advantage, that of lower 
labor costs. The result would be to reduce greatly the volume of United States 
imports. 

Since trade is a two-way proposition, it would inevitably follow that the re- 
striction of United States imports would be accompanied by a decline of com- 
parable dimensions in American exports, the products of relatively more effi- 
cient American producers. As a result of the elimination of an important 
element of disparity between domestic and foreign costs of production, Ameri- 
cans and foreigners alike would have to forego a large part of the potential 
gains from trade between the United States and other countries. 

A tariff offsetting differences in labor costs of production between American 
and foreign industries would be unlikely to result in the payment of higher 
wages abroad. Assuming that the United States labor component of the cost 
of production of a given product were greater than the foreign, a tariff to offset 
the difference between the two would increase as foreign unit labor costs of pro- 
duction decreased. The tariff might, therefore, discourage foreign producers from 
employing more capital and less labor so as to increase labor productivity and 
reduce the labor component of the costs of their products. To the extent that 
this disincentive were to become effective, the tariff would have the effect of 
retarding the efficiency and the wage-paying ability of foreign industries. 

There are several other considerations which should be borne in mind in 
connection with a sliding tariff wage-scale formula. It is not clear that the 
proposed tariff could be reconciled with the most-favored-nation principle, which 
is our most fundamental protection against discrimination by other countries 
against our trade. 

Under the sliding tariff wage scale proposal, the tariff would doubtless re- 
quire frequent revision, a factor which would add to the uncertainty and the 
cost of trading operations. Because of the deficiencies in the available data 
on costs of production here and abroad, and for other reasons as well, a sliding 
tariff wage scale system would be extremely difficult to administer. 
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Mr. Curtis. In the AFL-CIO segment oy proposed another meth- 
od of reflecting this differential other than the sliding scale, and they 
pointed out something that I was unaware of, that in the recent nego- 
tiations with Japan, the factor of wage differential was actually dis- 
cussed formally, and the comment I would like to get would be on the 
more broad aspect of whether or not there is not some mechanism we 
might write in that would take care of this problem of fair-labor 
standards or other social standards that we impose upon our manu- 
facturers. 

So if you could comment on that particular amendment as it has 
been proposed we would appreciate it. 

The ollowing information was later submitted by the Department 

of State for the record :) 


The question of labor standards has engaged the serious attention of the ex- 
ecutive branch. There are a number of ways in which this problem is being 
tackled, but it does not appear that any simple mechanism written into the act 
would satisfy all the national policy objectives involved. 

Action has been taken directly in the trade-agreements field. The Randall 
Commission on Foreign Economic Policy recognized that American manufac- 
turers could be subjected to unfair competition in cases in which the workers on 
a particular commodity are paid wages well below accepted standards in the 
exporting country. In a special message of March 30, 1954, transmitting to the 
Congress his recommendations based on that Commission’s report, President 
Kisenhower stated : 

“I have approved the commission’s recommendation that the United States 
withhold reductions in tariffs on products made by workers receiving wages 
which are substandard in the exporting country. This policy shall be placed in 
effect. I have also approved the commission’s recommendations concerning rais- 
ing of labor standards through consultative procedures and cooperation in in- 
ternational conferences such as those sponsored by the International Labor 
Organization.” 

In accordance with this presidential directive, the recommendations of the 
Interdepartmenttal Committee on Trade Agreements reflect the principle that 
the United States as a general rule should not make reductions in tariffs on 
products made by workers receiving wages which are substandard in the ex- 
porting country which is the principal supplier. 

This principle was, of course, followed in the 1955 tariff negotiations with 
Japan, just as it has been followed in the case of all other tariff negotiations 
conducted since the issuance of the presidential directive in April 1954. In 
addition, following the completion of tariff negotiations with Japan, the 
Japanese Government stated officially its concern that wage standards and 
practices be maintained at fair levels in the industries, including export indus- 
tries, of Japan. 

Other approaches to the problem of the general adoption of fair labor stand- 
ards have been followed by the United States for many years. The United 
States strongly supports the work of the International Labor Organization 
(LLO), which has developed many international labor standards, including 
standards on minimum wage legislation. Also, in its foreign aid and mutual 
security programs the United States actively promotes the establishment of fair 
standards of wages and working conditions and labor-management relations. 

By participating in international efforts to promote the general adoption of 
fair labor standards and by withholding tariff reductions on products made by 
workers paid substandard wages, the United States takes account of the special 
problem of fair labor standards. Furthermore, the peril point and escape clause 
procedures under the trade agreements legislation safeguard American industries 
against serious injuty from tariff concessions, whether or not wage differentials 
may be a factor in particular instances. 


Mr. Curtis. Then, finally, there are three matters that I would 
like a little clarification on in your original statement. The first is 
not in your statement but the first pertains to an immediate situation 
where we seem in the last quarter to have had a decline in our exports, 
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though at the same time imports did not seem to have declined, which 
would indicate that perhaps there is some sort of a recession going 
on abroad and yet our own recession, if that is what it is, has not 
affected the trade of our friends abroad as far as their importation 
into this country. 

If you would have any comments on that economic phenomenon 
I would appreciate it. 

(The following information was later submitted by the Department 
of State for the record :) 


The decline in United States exports in the latter part of 1957 was chiefly the 
result of factors quite independent of the downturn in United States indus- 
trial production. Oil shipments declined from the abnormally high levels to 
which they had soared in the first half of last year in the aftermath of the 
Suez crisis. The decrease in cotton shipments was largely attributable to 
changes in United States export cotton prices. Grain exports to Europe were 
also much lower in late 1957 than a year earlier, because of improvement in 
European crops following 1 or 2 relatively poor harvests there. Other reduc- 
tions were concentrated in shipments of metal scrap and coal. 

These developments, while affecting the export total to a fairly substantial 
degree, do not indicate a general slump in United States exports. Our exports 
of finished manufactures, which comprise well over half of all nonmilitary 
shipments, were still rising in the fourth quarter of 1957, even after due allow- 
ance for seasonal variation. This is evident in the following summary which 
shows that such exports exceeded the corresponding 1956 levels by approximately 
the same margin in the fourth quarter as in the earlier quarters of last year: 





Quarters Total 
for 
year 

U. 8. exports (nonmilitary) of finished manufactures (in mil- 
lions of dollars): 
ail td ah eeiidiea hb cae debestoaenepaeel 2,274} 2,431 | 2,175 | 2,415 9, 295 


Pgh temtsnedbenecencoccunasesesnwencetacneunsencoeeccos 2,534 | 2,755 | 2,455 | 2,687) 10,431 


The increase in exports of finished manufactures is especially noteworthy in 
view of the drop in manufacturing production and employment between late 
1956 and late 1957, particularly in the durable good industries. In some of the 
durable good industries, which have generally experienced the largest decreases 
in production and employment, there were significant increases in exports during 
this same period. For example, exports of electrical machinery increased by 
15 percent, other machinery by 16 percent, transportation equipment by 5 per- 
cent, and lumber and wood products by 7 percent. Thus, the availability to 
United States manufacturers of expanded foreign markets for their goods helped 
to cushion our industries against the effects of slackened domestic demand. 

As to imports, much of the fourth quarter increase over the third quarter 
figure was of a normal seasonal character. The increase was concentrated to 
a major degree in imports of coffee, which had been running at a very low rate 
earlier in 1957, and which are not sensitive to moderate changes in consumer 
incomes in the United States. The buoyancy of imports in the latter part of 
last year also stemmed in part from a continued uptrend in imports of manu- 
factured goods, especially automobiles and machinery. The secular trend in 
these imports was apparently not interrupted by the minor changes in indus- 
trial production and personal income in the United States late last year. 

With regard to those imports which are usually sensitive to cyclical changes 
in United States industrial production—i. e., imports of crude and semiprocessed 
industrial materials—the second half of 1957 witnesses fairly widespread de- 
clines, presumably attributable at least in part to the industrial downturn in 
the United States. Even within this category of imports, however, there were 
exceptions. The inflow of iron ore, for example, continued to expand in the 
second half of 1957. 

The reaction of raw material imports to changes in the level of United States 
industrial production ordinarily occurs only with an appreciable time-lag. Since 
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the decline in production did not really get underway until late summer, it is 
probable that the full effects of the downturn on imports of raw materials were 
not yet apparent in the fourth quarter data. 

Mr. Curtis. Then the two matters of clarification : 

Mr. Mason, I believe, emphasized this to some degree. You state 
that since World War II the trend has been in the other direction, the 
trend toward a liberalization of trade. 

I have long felt that the argument in behalf of the reciprocal trade 
was not on the basis that trade has been freer. As a matter of fact, 
the evidence that I have seen indicates that more trade carriers have 
grown up, but the argument in behalf of reciprocal trade—and inci- 
dentally I have voted for it each time and I would have introduced 
the bill if I had been asked on this particular one for the record—the 
argument is this: 

hat but for the reciprocal trade formula, the trade barriers would 
have been of even greater importance, but I do not think a case can 
be made for the fact that trade has become freer. 

The British Empire breaking up, the rise of nationalism after 
World War II, and all those factors, in my judgment, have produced 
many more barriers than existed back, say, in the thirties and twenties, 
but I would appreciate any comments that you would make on that. 

If I am in error on that judgment I would like to have that. 

Then, finally, your statement, the consequent decline in world trade 
brought about by 1934 extreme nationalism in several countries and 
that was the major cause of World War II. 

Here is the explanatory material I would like to get. After all, 
the Reciprocal Trades Act went into effect in 1934. I presume that 
you mean that the forces let loose up to 1934 were so strong that 
the Reciprocal Trades Act formula was unable to cope with them, 
and even though there were some 5 years for Europe and some 
7 years for us before we became involved in World War II, but 
I think that requires explanation in order to properly present that 
on the floor of the House, because otherwise the cause and effect 
would not seem to be there. 

We had the Reciprocal Trades in 1934 and World War II did 
not begin until 1939. 

Secretary Dutixs. Hitler came into power in 1933. 

Mr. Curtis. I appreciate that. 

Secretary Duties. And the Japanese war lords were in control 
by that time. 

Mr. Curtis. I appreciate the thing came in effect. I think it can 
be explained and i think it should be explained. That is why. I 
appreciate that. 

ecretary Duties. I will be very happy to comment on all these 
matters, sir. 

(The following information was later submitted by the Depart- 
ment of State for the record :) 


In comparing trade barriers of the twenties and thirties with those of today, 
account must be taken of the developments which brought trade barriers to 
their peak in the years immediately following World War II. In the twenties, 
tariffs constituted the most important means of regulating foreign trade. Dur- 
ing the depression many nations sought to protect their producers and to revive 
their economies by more restrictive measures, including higher tariffs, quotas, 
and exchange restrictions. These in turn aggravated the depression in coun- 
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tries whose exports were curtailed and necessitated countermeasures to protect 
the foreign exchange position of those countries. Barter and other restrictive 
bilateral arrangements became common. A vicious circle of trade restrictions 
reduced international commerce to a fraction of the previous level, to the detri- 
ment of all. 

The trade agreements program inaugurated in 1934 was designed to halt 
the downward spiral of trade, and contributed to turning the tide in many 
countries from intensively nationalistic trade policies toward policies which 
recognized the economic interdependence of nations. 

The program, however, came too late to have any basic effect on governments 
of the kind which had by that time come to power in Japan and Germany. 
The war lords had gained control in Japan, and Manchuria had been invaded 
in 1931. In 1933 Hitler had become Chancellor of Germany and embarked 
upon a program of military expansion and economic autarchy. 

All countries engaged in World War II, in mobilizing their economies for war, 
were forced to abandon normal trade methods and resort to rigid control of exports 
and imports. The indirect effects of the war obliged most other countries to fol- 
low suit to a greater or lesser extent. In the immediate postwar period acute 
exchange difficulties and material shortages resulting from the war required 
continuance of, or even more rigid, trade controls. In many countries trade had 
passed completely out of private hands into government purchasing agencies 
charged with rationing, subsidizing, selling, or procuring imports. Bverywhere 
a system of priorities had been established to insure that minimum supplies of 
essentials would be available and equitably distributed. 

With the coming of peace it was clear that if prosperity was to be reestablished 
it was imperative to dismantle as rapidly as practicable the rigid controls over 
trade and reestablish the widest measure of competition before rehabilitation 
was completed and patterns of production crystallized. The United States Gov- 
ernment was convinced that the prewar pattern of bilateral agreements would 
not permit a sufficiently rapid or coordinated attack on these serious problems, 
Accordingly, it sponsored the multilateral approach to international trade prob- 
lems under which the principal trading nations of the world simultaneously 
negotiated to reduce their trade barriers through the General Agreement on Tar- 
iffs and Trade. In the initial negotiations and subsequent ones expanding the 
scope of the general agreement, tariff concessions have been made by the contract- 
ing parties to the GATT on some 60,000 items accounting for two-thirds of their 
import trade. These concessions benefit not less than $7 billion of United States 
exports. 

Since the early postwar period there has been not only an extensive downward 
revision of tariffs but a progressive elimination of quantitative restrictions. A 
major factor leading to this improvement was the inclusion, on the initiative 
of the United States, of a provision in the general agreement obligating the con- 
tracting parties to eliminate quantitative restrictions as rapidly as their balance- 
of-payments situations permitted. 

A cardinal principle of the agreement is the general requirement for most- 
favored-nation treatment, which was designed to protect our trade against the 
widespread discriminations resulting from dollar shortages in the postwar period. 
While the problem of dollar shortages has not been entirely solved and restrictions 
on dollar trade in many countries are still greater than the restrictions on other 
trade, important progress has been made. 

Trade barriers throughout the world are not susceptible to precise statistical 
measurement, but examples can be given of individual cases illustrative of the 
general trend. Among the European countries, for example, taking as a base the 
pattern of imports from the dollar area in 1953, members of the Organization for 
European Economic Cooperation had, by the beginning of this year, entirely freed 
from quantitative restrictions approximately 62 percent of their dollar imports. 
Within this average figure there are, of course, differences in the achievement of 
individual countries. In France, unfortunately, trade liberalization measures 
had to be temporarily withdrawn last year as a result of economic and political 
difficulties at home and abroad. Germany, on the other hand, has liberalized 
90 percent of its total imports and has become our best customer on the Continent. 

Countries around the world have liberalized their import trade as their balance- 
of-payments positions have permitted. These actions add to an impressive total 
in terms of expanding market opportunities for American exporters. Clearly, 
if trade barriers had not been drastically reduced, our exports could not have 
attained the enormous total of $19.5 billion reached in 1957. 
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Mr. Curtis. Thank you, Mr. Chairman. 

The CHarrman. Mr. Simpson, have you any further question? 

Mr. Srmpson. I have no further questions, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

If not, Mr. Secretary, we thank you, sir, for coming to the com- 
mittee and giving us a very clear and forceful statement. 

Thank you, sir. 

The committee will recess until 2 o’clock. 

(Whereupon, at 12:55 p. m., the committee recessed to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2 p. m., pursuant to the recess. 

The Cuamman. The committee will please come to order. Our 
next witness is Mr. John C. White. 

Mr. White, please come forward and identify yourself for the 
record by giving us your name, address, and capacity in which you 
appear. 


STATEMENT OF JOHN C. WHITE, COUNSEL, AMERICAN COTTON 
SHIPPERS ASSOCIATION, MEMPHIS, TENN. 


Mr. Wuire. Thank you, Mr. Chairman. 

My name is John C. White. I am counsel for the American Cotton 
Shippers Association and am appearing in that capacity. 

Whether the United States shall continue in the production of 
cotton for export—and whether its continued production even for 
domestic use shall be profitable—is dependent up on an effective for- 
eign-trade program, of which the pending renewal of the Trade 
Agreements Act is certainly the most important part. While we 
share the belief so ably presented to you this morning by Secretary 
Dulles, that the very existence of this Nation is dependent upon our 
ability to consolidate the free world, both spiritually and economi- 
cally, we acknowledge that cotton is directly and selfishly interested 
in the program you are considering. 

I’m sure most of you know how important exports of raw cotton 
are to the cotton industry and to agriculture. In the third of the 
crop which is sold to foreign mills the cotton farmer’s annual take 
——— $800 million. 

might point out that in the last season, at the end of July 1957, 
raw cotton exports amounted to $1,170 million; cotton manufactures 
and. semimanufactures to $314 million; cottonseed oil and meal, to 
$67 million; or a total of $1,551 million, which cotton received from 
its exports. 

Those of you from cotton-producing areas know that a further 


reduction in acreage consequent to a loss of exports will mean in- 


creased costs and losses on the remaining production. Add to that 
the gradually declining domestic a attributable to statu- 
tory price supports and increasing synthetic consumption, and the 
~~ oh of cotton in foreign trade, and this program, becomes heavy 
in 


As the Cotton Council pointed out in a recent statement, indeed the 
cotton ind in order to survive must have a sizable movement of 
raw cotton to foreign markets. 
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Cotton acreage has gone down from more than 40 million acres to 
a national allotment of 17.5 million acres, and, after deducting the 
soil bank acreage reserve, to a cultivated acreage of 14 million acres 
in 1957. Production per acre has about doubled during the same 
period, and efficient producers are becoming more and more confident 
of their ability to produce cotton profitably at a competitive price, if 
their costs are not arbitrarily raised by acreage cuts which prevent 
full use of land, labor, and equipment. 

The cotton export market, whose future you are considering, in- 
volves the livelihood of hundreds of thousands of farmers and farm 
laborers and their families; it involves huge investments in land, ma- 
chinery, and irrigation systems, not to mention gins, oil mills, and 
other plants which service cotton, the cotton exchanges and the cotton 
trade, and I might say the ports. It requires tremendous expenditures 
for chemical fertiliser and insecticides, produced by the domestic 
chemical industry. 

Originally, the American Cotton Shippers Association urged that 
Congress reduce our export-destroying tariffs on a graduated basis by 
unilateral action, but, as foreign countermoves to our high 1930 tariff 
became prevalent, the advantage of utilizing our reductions to obtain 
concessions from others became apparent. We have consistently sup- 
ported the enactment of an adequate Trade Agreements Act in the 
past, and we think its renewal now is of more immediate importance 
to cotton than at any previous time. 

The six European countries which are to become the European 
Common Market imported 2,100,000 bales of cotton from the United 
States in the 1956-57 season. If the United Kingdom, Switzerland, 
and the Scandinavian countries succeed in working out a related free 
trade area arrangement, another 1,250,000 bales or a total approaching 
4 million bales, out of our exports of 7,600,000 bales to all countries, 
become involved in trade negotiations which must soon take place with 
the European Common Market countries. 

Our trade relations with this Western European area are of the 
greatest importance and unless our representatives are given adequate 
authority to work out satisfactory agreements, we can be seriously 
hurt in cotton’s most important and most promising export market. 
West European average consumption of cotton is less than 10 pounds 
compared to our 25 pounds per capita, and if the common market is 
successful, average European consumption of cotton, or synthetics, 
will rise toward ours. 

I believe it is calculated by the Cotton Council that a 1-pound in- 
crease in the consumption per capita in Europe would make about 
400,000 bales additional annual consumption per year. 

But we have no illusions that United States cotton will keep its 
present market or get its share of an increasing market, if this Euro- 
pean area cannot earn the necessary dollars by exports of goods and 
services to the United States. 

Our position with our largest single customer, Japan, is also in- 
volved. That country imported 1,530,000 bales in 1956-57. However 
able our representatives may be, both our own direct relations and 
our ability to help work out her difficult problems with other possible 
markets for Japanese goods will be jeopardized unless Congress gives 
our representatives adequate authority and support in the trade- 
agreements field. 
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One of the reasons our own domestic cotton mills felt put upon was 
the fact that many foreign countries shut out certain Japanese textiles, 
and larger quantities were thus channeled here. CCC’s sales of cotton 
for export at some 6 or 7 cents below the domestic support price com- 
pounded the difficulty which domestic mills faced and necessitated 
the voluntary quota arrangement worked out with the Japanese. This 
association thinks such a quota agreement justified so long as this dis- 
parity in raw cotton costs is maintained by this Government. 

We read constanly of the well-advertised fear of domestic indus- 
tries concerning anticipated competitive exports, but a depressed 
export industry, an unemployed cotton farmer, or any other unem- 
ployed worker in an export industry hurts just as much, and costs the 
economy just as much. An overzealous attempt to protect less efficient 
members of one industrial segment may do greater injury to the whole 
American economy. 

The real hope of this country and of all the nations of the free 
world is to work out trade arrangements that will permit expanded 
trade and a higher level of economic activity both here and abroad. 

We cempastlidiy urge the prompt renewal of an effective Trade 
A greements Act. 

Thank you, Mr. Chairman. 

The Cuatrman. Are there any questions of Mr. White? 

Mr. Mason will inquire, Mr. White. 

Mr. Mason. Is it not a fact, Mr. White, that American cotton pro- 
ducers have lost more than half their foreign market sales in the last 
decade or two? 

I am told it is as high as 60 percent or more. 

Mr. Wuire. If you are thinking pre-1920-———- 

Mr. Mason. During the past 2 or 3 decades. 

Mr. Wurire. We were exporting practically two-thirds of our pro- 
duction, that is true; but, of course, we have had the tremendously 
increased consumption here in recent years, as you know, when we 
said “Well, we are going back to selling our cotton at a competitive 

rice rather than trying to hold it at a price determined on a statuto 
ormula.” We sold 7,600,000 bales of, cotton, and that was as muc 
as we have exported in almost any year in the past. 

Mr. Mason. That was sold to the foreign cotton manufacturing 
mills at a lower world price as against a much higher price our cotton 
factory mills had to pay for it? 

Mr. Wuirer. Six or seven cents below the price which we were main- 
taining domestically. 

Mr. Mason. You stated that you used to produce cotton on about 
40 million acres a year. Now it has gone down to about 17 million? 

Mr. Wurre. The last allotment was 1714 million approximately. 

Mr. Mason. That is because we must restrict our production in 
order to maintain our domestic price ? 

Mr. Wuire. Yes, sir. 

Mr. Mason. That is all, Mr. Chairman. 

The Carrman. Mr. Mason might be interested, Mr. White, in the 
remarkable increase in the pounds of lint cotton per acre during this 
period of time that he is describing. 

As I recall, we used to produce about 190 pounds of lint per acre 
on the average. Now the last average I saw was around 500 pounds. 
That was in 1956 or 1957. 
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Mr. Wuire. I believe that you have it a little high, but it was 407 
at least. It has more than doubled. 

The Cuarmman. What I had reference to was the estimate at one 
— in 1957 with respect to the crop before the bad weather devel- 
oped. 

That is true; it is in excess of 400 pounds by actual production ? 

Mr. Wurre. Correct. 

Mr. Mason. And the same thing is true, Mr. Chairman, in corn. 
When I was on the farm we used to think 40 bushels was great as 
an average. Now the corn actually averaged in my district, 6 coun- 
ties, better than 85 bushels per acre this last season. Some of them 
went up to as high as 120 bushels an acre, so there are improvements 
taking place all through. 

Mr. Wurre. The chemical industry made a very great contribu- 
tion to the increased acreage of cotton, of course. You might say 
that it is exporting some of its products in the form of our cotton. 

The Cuatrman. Are there any further questions of Mr. White? 
If not, Mr. White, we thank you, sir, for coming to the committee and 
giving us the benefit of the views of yourself and your organization. 

Mr. Wuire. Thank you. 

The Cuarrman. Thank you, sir. 

Our next witness is Professor Humphrey. 

Professor, will you please give us your name, address, and capacity 
in which you appear, for the benefit of the record ? 


STATEMENT OF DON. D. HUMPHREY, PROFESSOR, DEPARTMENT OF 
ECONOMICS, DUKE UNIVERSITY, DURHAM, N. C. 


Mr. Humrurey. My name is Don Humphrey. I am a professor 
at Duke University. Iam speaking for myself. 

I spent a good many years studying foreign trade and have written 
a rather extensive book about it. 

The Cuarrman. How long will it take you to deliver your statement ? 

Mr. Humenrey. Nomore than 15 to 20 minutes. 

The CHairMAn. You are recognized, sir. 

Mr. Humenurey. May I give the reporter a copy of my prepared 
statement, and I will try to give a shorter version, sir. 

The CuatrMan. Yes; the entire statement will appear in the record, 
without objection. 

(The statement referred to follows :) 


STATEMENT OF Don D. HUMPHREY, PROFESSOR AT DUKE UNIVERSITY, ON EXTENSION 
OF THE TRADE AGREEMENTS ACT 


THE CURRENT RECESSION 


The current recession is doubtless in the back of all our minds as we consider 
trade policies today. It would be a mistake, however, to deal with the tariff 
question on the assumption of continued unemployment. Although I am not 
so optimistic as those who believe that employment will turn up during the 
next month or two, this recession must be regarded as temporary. 

With a population increase of about 3 million annually, until recently, and 
output increasing at an annual rate of 3.5 percent, it is unthinkable that our 
Government would allow this recession to drag on and cumulate into a serious 
depression. Hardship and economic loss are enough to justify whatever action 
is required to avoid a depression. But there is still another compelling reason: 
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Nothing could be more disastrous to our allies and our alliances than an Ameri- 
can depression. The only reasonable assumption on which to base tariff policy 
is that growth and prosperity will be restored by the time that tariff negotia- 
tions become effective. If, however, you have less confidence than I in this 
respect, the committee’s report on this legislation might advise the President 
to postpone the effective date of any tariff cuts negotiated, so long as unemploy- 
ment remains above a certain level. 


IMPORTS CREATE EXPORTS 


To consider the effect of tariffs on imports only is to miss half the picture. 
Since imports create exports, protective tariffs restrict imports and exports 
alike; and so, conversely, freer trade expands both imports and exports. Itisa 
mistake, therefore, to look only at the employment-contracting effect of imports 
and to neglect the employment-expanding effect of exports. 

The tariff problem is best viewed as a struggle between segments of domestic 
industry which compete for workers and capital in the domestic market. Which 
line of domestic production shall we encourage—the more productive or the less 
productive? Those branches of industry that need no protection employ labor 
and capital more productively ; they do not require a hidden subsidy in the form 
of higher prices in order to compete for labor and capital in the domestic market. 


SUGGESTED CHANGES IN POLICY 


Growing industries have no legitimate claim to protection in order to expand 
employment at the expense of competing home industries which could otherwise 
employ these same resources to produce goods of greater value. The fact that 
imports can be obtained more cheaply in exchange for exports than they can 
be produced at home is evidence that resources are more productively employed 
in producing exports than in producing import-competing goods that require 
tariff protection. 

The labor and capital already employed in protected industries stand on a 
somewhat different footing. Although economic benefits are derived from shift- 
ing workers out of the protected industry, rapid displacement may cause real 
hardship, especially when tariff cuts are superimposed on top of other disloca- 
tions, arising from domestic competition. For this reason, now may be an appro- 
priate time to give declining and stagnant industries a breathing spell from 
further tariff cuts. 

I am suggesting the following changes in policy: 

1. Authorize the President to negotiate tariff reduction in the healthy growing 
industries and, for the time being, avoid further tariff reduction in the declining 
and relatively stagnant industries. The principal test of a growng industry is 
the trend of production and employment. The trend of the industry’s profits rela- 
tive to the rest of domestic industry may also be considered. 

2. Bliminate the peril point amendment, which becomes unnecessary if tariff 
reduction is limited to healthy growing industries. 

38. Make the escape clause available only to declining and relatively stagnant 
industries. It is people who are injured, and in this sense there can be no 
genuine hardship so long as the industry is healthy and expanding. Eliminate 
from the escape clause the “relative share of the market” test of injury. If this 
policy were adopted, we could well afford to invoke the escape clause somewhat 
more freely. 

4. Repeal the fragmentation amendment, and base the test of serious injury 
on an industry’s entire output. While some industries face increased foreign 
competition on certain products, they, at the same time, enjoy expanding exports 
and domestic markets in other products. It seems unfair to provide relief 
under the escape clause while the industry benefits from export markets created 
by the liberalization of some other industry’s tariff. No genuine hardship is 
involved so long as an industry can adjust to foreign competition by expanding 
some lines of output and contracting others. To the contrary, the shift in 
composition of output offers positive benefits, which raise the standard of living 
of the community, the Nation, and the world. 

5. I would also like to see a few items gradually shifted to the free list, where 
present duties are 10 percent or less. The American automobile industry needs 
no tariff protection, and I see no reason why consumers who prefer small foreign 
cars should pay a discriminating tax on imports. 


24093—58—pt. 1——-29 
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THE EFFECT OF TARIFF CHANGES ON EMPLOYMENT IS SMALL 


Tariff reduction along the line suggested would actually displace only a small 
number of workers. Modest tariff reduction for growing industries would only 
shade slightly their rate of growth. The main effect would be to shift slightly 
the pattern of growth, that is, the expansion increment of employment, in favor 
of producing exports, instead of producing import-competing commodities at 
home. Furthermore, past experience suggests that this adjustment takes place 
in some cases within the same industry; that is to say, expansion of export 
markets takes up the slack created by increased imports. Finally, the proposed 
tariff reduction would produce only a modest increase in imports. 

A competent study by Walter Salant, of the Brookings Institution, shows the 
maximum effect of trade liberalization on domestic employment. Assume, for 
example, that the proposed tariff reduction would increase imports by $500 
million over a 5-year period. The total production-contracting effects for the 
average of 72 protected industries would amount to the output of 33,500 workers 
in protected industries. In addition, the indirect effect on employment in other 
industries which supply the protected industries would amount to 25,000 workers. 
Spread over 5 years, this means that the annual maximum effect on employment 
would on the average affect 6,700 workers in protected industries, plus 5,000 
workers in supply industries. (Quite possibly the rise of imports would not 
be spread evenly over the 5-year period. ) 

The above estimates, however, include only one side of the picture. The 
displacement would be less than maximum because lower prices increase con- 
sumer demand for the prdouct. Also, the above employment-contraction effect 
takes no account whatever of the employment-expansion effect of increased 
exports. In the main, this employment adjustment probably means that more 
new recruits to the labor force would be attracted to export branches and fewer 
to the import-competing branches of home industry. Even though the industry 
is growing, there may be individual firms here and there which do not share in 
the industry’s growth, either because they are high-cost firms or because they 
produce a line of goods which is not exported. Such individual firms will be 
adversely affected unless they shift their output. 

If these estimates of the employment effects of more liberal trade seem too 
small to you, let me assure you that I would like to believe that the increase 
of imports would be larger than the $500 million assumed. I would like to 
believe in a larger expansion of trade, because trade is mutually beneficial; and 
the gains are derived from the attraction of workers into more productive 
employment. 

The total effect of imports on domestic employment, excluding the offsetting 
effect of exports, is 117 workers per $1 million of domestic output that is dis- 
placed. This figure is an average for 72 protected industries, and will vary 
substantially from industry to industry. The corresponding figure for the radio 
industry is 155 workers, while for the industrial organic chemical industry it 
is only 80 workers per $1 million of output, including indirect employment effects 
in the supply industries. This part of the estimate is fairly reliable. 

Any estimate of the increase of imports is scarcely more than an informed 
guess. For purpose of illustration, I assumed an annual increase of $100 mil- 
lion of imports annually as a result of further tariff concessions. This refers 
to the bill without the changes I have suggested. This is scarcely more than a 
guess and should not be confused with the total increase of imports, which is 
determined by many other factors, some of which usually overshadow the effect of 
tariff changes. Anyone can make his own estimate of the increase of imports 
and use Salant’s data to estimate the maximum effects on domestic employment. 
But, in any event, the dislocation of domestic employment from the proposed 
liberalization of trade cannot be very large. The total increase of imports will 
be much larger, of course, if our economy is growing. Tariffs are only one of 
the factors which affect the level of imports and exports. The long-term growth 
and the cyclical fluctuations of national income is by far the more important 
influence. Throughout our history the long-term growth of imports has been 
up, whether tariffs were raised or lowered. 

For example, the volume of imports rose 63 percent during the decade 1919-29, 
despite the Fordney-McCumber tariff of 1922, which Professor Taussig 
described as “an extreme of protection which few had thought possible.” 1 
mention this here only as a reminder that the growth of imports should not be 
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attributed solely, or even mainly, to changes in the tariff. An important influ- 
ence since 1950 has been the recovery of Europe and more recently of Germany 
and Japan from the war. 


EXPANSION OF IMPORTS AND EXPORTS COMPARED 


I have often wondered whether the producers whose export markets benefit 
from freer trade are as quick to see their Congressman as are those who feel 
threatened by lower duties. From reading the record, one gets the impression 
that the export branches of domestic industry are less articulate than the import- 
competing sectors. One reason, perhaps, is that it is impossible to predict which 
exports will expand as a result of increased imports. But, with notable excep- 
tions, it is also more difficult than it appears to predict which industries would 
suffer hardship if tariffs were gradually reduced. 

One cannot help wondering, for example, if spokesmen for the chemical indus- 
tries would have predicted, when this program was begun in 1934, that the 
increase of their exports would be almost six times greater than the increase of 
their imports from 1936—40 to 1956, while at the same time average realized 
duties collected on all chemical imports were reduced from 38 to 14 percent dur- 
ing the course of the trade agreements program. In the case of industrial chemi- 
cals, the increase of exports from 1936—40 to 1956 has been 2.4 times greater than 
the rise of imports (and this excludes part of the increased exports of industrial 
chemicals classified elsewhere for security reasons). Even in the case of coal- 
tar chemicals, the increase of exports has been more than one-half greater than 
the increase of imports during this same period. This poses a question regard- 
ing the amendment maintaining protection for industries essential for national 
defense. May not the protection of one branch of industry restrict the expansion 
of another branch of domestic industry which is equally or more essential for 
national defense? I suggest that this question cannot be answered with cer- 
tainty and that, in fact, it has not been asked. What we know is that freer 
trade is virtually certain to expand both imports and exports. 

I suppose that certain pharmaceutical products might be regarded as essential 
for defense. Their exports have increased by $226 million from 1986—40 to 1956, 
while their imports rose $4 million. 

Each of the following comparisons represent the increase of imports and 
exports from 1936-40 to 1956. For electrical machinery the rise of exports has 
been nine times greater than the increase of imports. In industrial machinery, 
exports have increased 11.8 times more than imports. In the ease of iron and 
steel manufacturing, exports increased 8.7 times more than imports, while for 
advanced manufactures of steel the increase of exports has been 5.7 times greater 
than imports. The increased exports of photographic equipment and projectory 
goods have been three times greater than the increase of imports. 

Although producers of hand-blown glassware failed to obtain relief under the 
escape clause a few years ago, my impression was that they had suffered serious 
injury, though more from domestic competition than from imports. I notice 
that some of the large producers of glassware by machinery have become some- 
what concerned about foreign competition. Yet if we look at the overall picture 
of glass and glass products, we find that total exports have expanded slightly 
more than imports. Similarly, in clay and clay products, for the industry as 
a whole, the increase of exports has been somewhat greater than the increase 
of imports. 

The cotton textile industry shows some indication of declining employment 
although the trend of output has been up. In recent years imports have risen 
sharply, while exports are down. Nonetheless, from 1986-40 to 1956 increased 
exports of manufactured cotton textiles were almost double the increase in 
imports. I wonder if members of this committee hear as much about exports 
of broad-woven fabric as about imports of velveteens. 

It is not suggested that the increase of exports is owing entirely or even 
mainly to lower tariffs. But neither is the increase of imports. Freer trade 
has been a significant factor in the expansion of both. 

In addition to the effect of expansion of imports, our export markets are sup- 
ported by foreign economic aid and by public and private foreign loans. Total 
commodity exports have increased about 56 percent more than total commodity 
imports in the period from 1936—40 to 1956. 
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TRADE ADJUSTMENT ASSISTANCE 


The Congress would be justified in making provision for trade adjustment 
assistance. It will be recognized that the claims for such assistance will be 
many times greater than the actual dislocation from increased imports which 
would result from the proposed trade liberalization. 

New products, technological displacement, changes in consumer taste and 
income and geographical shifts of industries all add up to far greater adjust- 
ment problems than will be created by tariff reduction. In most instances the 
import problem appears to be an acute one only when it is superimposed on 
similar dislocations, which are normal in a dynamic economy. As a practical 
matter, it will often be impossible to distinguish the effect of freer foreign trade 
from the similar effects of free domestic trade, which also pushes workers into 
more productive lines of employment. But whatever the cause of the dislo- 
eation, it is economically beneficial to get both human asd capital resources 
shifted into more productive lines of production. 

Personally, I would not push tariff adjustment so fast as to require people 
already committed in the protected industries to move, unless they find more 
attractive alternatives. I would use the escape clause as a reprieve to enable 
the older workers to stay on throughout their working lives insofar as employ- 
ment opportunities are affected by tariff concessions. But the protection should 
not be enough to enable the industry to attract new workers and new capital. 


IMPORTANCE OF MORE LIBERAL TRADE 


Others will doubtless emphasize the importance of freer trade to American 
foreign policy and leadership of the free world. This is true and important. 
I have dealt chiefly with the economic benefits. While it is true that the direct 
material benefits are small, this is only because the effect on domestic employ- 
ment is so small. One cannot have it both ways. If you revise my guess as to 
the dislocation, then you should also revise my estimate of the benefits, for 
the gains from trade are derived by the shifts of national resources that result 
from freer trade. The program that I have suggested minimizes the adjust- 
ment problem by limiting it almost entirely to the increment of expansion. If 
we want bigger material benefits, we must attempt bigger things. 

Mr. Humrnrey. The unemployment problem is on our minds today. 
It would be a mistake, however, to deal with the tariff question on the 
assumption of continued unemployment. Although I am not so opti- 
mistic as those who believe that employment will turn up during the 
next month or two, this recession must be regarded as temporary. 

With a population increase of about 3 million annually, and output 
increasing, until recently, at an annual rate of 3.5 percent, it is un- 
thinkable that our Government would allow this recession to drag on 
and cumulate into a serious depression. Hardship and economic loss 
are enough to justify whatever action is required to avoid a depres- 
sion. But there is still another compelling reason: nothing i be 
more disastrous to our allies and our alliances than an American de- 
pression. The only reasonable assumption on which to base tariff 
policy is that growth and prosperity will be restored by the time that 
tariff negotiations become effective. If, however, you have less confi- 
dence than IJ in this respect, the committee’s report on this legislation 
might advise the President to postpone the effective date of any tariff 
cuts negotiated, so long as unemployment remains above a certain 
level. ° 

To look only at the employment contracting effects of imports is to 
see only half the picture. The other half is the employment expand- 
ing effects of exports. Since imports create exports, the tariff prob- 
lem is best viewed as a struggle between segments of domestic indus- 
try which compete for labor and capital. 
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Foreign wages are low, in some cases very low. Nonetheless, many of 
our industries are able to pay higher than average American wages and 
compete in foreign markets because they employ these workers more 
Geodspotively than the importing competing industries requiring tariff 
reduction in order to expand. 

The question is not employment versus unemployment, but which 
line of domestic production shall we encourage—the more productive 
or the less productive. . 

I have often wondered whether the producers whose export markets 
benefit from freer trade are as quick to see their Congressmen as those 
who feel threatened by lower duties. 

From reading the record one gets the impression that the export 
branches are less articulate. One reason perhaps is that it is impossible 
to predict which exports will expand as a result of increased imports. 
One cannot help wondering, for example, if spokesmen for the chem- 
ical industries would have predicted when this program was begun 
in 1934 that the increase of their exports would be almost 6 times 
greater than the increase of their imports from an average of 1936-40 
to 1956, while at the same time, average realized duties collected on 
all chemical imports were reduced from 38 to 14 percent, during the 
course of the trade agreements program. 

In the case of industrial organic chemicals the increase of exports 
from 1936-40 average to 1956 has been 2.4 times greater than the rise 
of imports. 

IXven in the case of coal-tar chemicals the increase of exports has 
been more than a half greater than the increase of imports during this 
period. ‘This poses a question regarding the amendment maintaining 
protection for industries essential for national defense. May not the 
protection of one branch of industry restrict the expansion of another 
branch of domestic industry which is equally or more important for 
the national defense / 

I suggest that this question cannot be answered with certainty and 
I suggest that the effect on vital export industries is a consideration 
that ought to be taken into account. 

Each of the following comparisons represents the increase of im- 
ports and exports from an average of 1936-40 to 1956. 

For electrical machinery the rise of exports has been about nine times 
greater than the increase of imports. Industrial machinery exports 
have increased 11.8 times more than imports. 

In the case of the steel-mill products, exports increased 8.7 times more 
than imports. while for advanced manufacturers of steel, the increase 
of exports has been 5.7 times greater than imports. 

It is not suggested that the increase of exports is due entirely or 
even mainly to lower tariffs, but neither is the increase of imports. 

Freer trade has been only one of several significant factors in the 
expansion of both. 

In addition to the effect of increased imports, our export markets are 
supported by foreign economic aid, disposal of agricultural surpluses, 
and by public and private loans. In fact, the total of commodity ex- 
ports has increased about 50 percent more than the total of com- 
modity imports in this same period. 

Our guiding principle in this legislation should be that growing 
industries have no legitimate claim to protection in order to expand. 
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They have no legitimate claim because their expansion of employment 
and investment would be at the expense of competing home industries 
which could otherwise employ these same resources to produce goods 
of greater value—that is, with the same amount of labor and capital 
that the protected industries use to produce $1 million of output, the 
export industries can produce goods that sell for $1,100,000 or $1,200,, 
(000 and in some cases even more. 

I recognize the problem of serious injury, in fact, my book takes 
more extended account of it than most books which are favorable to- 
ward freer trade. I feel that the labor and capital that is already com- 
mitted to protected industries stands on a somewhat different footing. 

Our economy is subject to many dislocations that are far greater than 
those caused by lower tariffs. 

Most cases of genuine hardship are because the industry and the 
firm are already in trouble for other reasons. 

I would like, Mr. Chairman, to suggest the following changes in 
policy : 

1. Authorize the President to negotiate tariff reduction in the 
healthy, growing industries and, for the time being, avoid further 
tariff restriction in the declining and relatively stagnant industries. 
The principal test of a growing industry is the trend of production 
and employment. The trend of industry’s profits relative to the rest 
of the domestic economy may also be considered. We should also 
consider the other dislocations that are affecting any industry at the 
time. 

2. Eliminate the peril-point amendment, which becomes unnecessary 
if tariff reduction is limited to healthy, growing industries. 

3. Make the escape clause available only to declining and relatively 
stagnant industries. It is people who are injured and in this sense 
there cannot usually be genuine hardship so long as the industry is 
healthy and expanding. I mean to the industry as a whole. There 
will be cases of individual companies who cannot keep up with the 
growth of their industry, of course. 

Eliminate from the escape clause the “relative share of the market” 
test of injury. If this policy were adopted we could well afford to 
invoke the escape clause somewhat more freely. 

4, Repeal the fragmentation amendment and base the test of serious 
injury on the industry’s entire output. While some industries face 
increased foreign competition on certain products, they at the same 
time enjoy expanding exports and domestic markets in other products. 
It seems unfair to provide relief under the escape clause while the 
industry benefits from export markets created by the liberalization 
of some other industry’s tariff. 

As a general rule, no genuine hardship is involved so long as an 
industry can adjust to foreign competition by expanding some lines of 
output and contracting others. 

To the contrary, the shift in the composition of output offers posi- 
tive benefits, which raise the standard of living of the community, 
the Nation, and the world. That is because the same resources are 
used to produce goods of greater value. 

5. I would also like to see a few, and I think there are only a few, 
items shifted to the free list, where present duties are say, 10 percent 
or less. The automobile industry, it seems to me, is quite able to take 
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care of itself and I see no reason why consumers who prefer small 
foreign cars should pay a discriminating tax on imports. 

If I could be helpful to this committee in trying to get an idea, 
however rough, on the effect on employment, I would be glad to try 
to answer questions, though I worl have to say that one has to do a 
certain amount of guessing. I have made this effort, which is tricky, 
hazardous, and subject to a wide margin of error, and if you do not 
like my guess, I am prepared to help you make a guess of your own, 
if I am able. 

[ come to the guess estimate that the proposed bill, without the 
changes that I have suggested, would at a maximum ’ probably re- 
sult on the average in an increase of $100 million of imports annually. 
We have pretty good data for converting this into the effect on do- 
mestic employment. 

An annual increase of $100 million of imports represents the output 
of 11,700 workers, more or less, depending on which industries are 
affected. But if you take the average of 72 protected industries, this 
11,700 workers is divided between 6,700 that are directly employed 
in the protected industries and 5,000 that are scattered widely over 
other industries that supply materials to the protected industries. 

I have used these figures largely for illustration, but it does seem 
clear that even allowing for the large margin of error in the increase 
of imports resulting from tariff reduction, it cannot be very large. 

Moreover, this is a one-sided picture of the worst that could hap- 
pen if imports increased by $100 million and if nothing else happened. 

Actually, employment in the growth industries would ek Be re- 
duced by anything like this figure. 

Remember that we get this increase in imports by a decline in im- 
port prices and this would increase the consumption of imports and 
the products produced by import-competing industries. Coisetenheit 
buy more at lower prices. 

More important is the annual growth of population of 3 million 
and the rise in wages and standard of living that can go along with 
output increasing at a rate of 314 percent. New recruits to the labor 
force last year amounted to 434,000 workers. Now, if tariffs are 
reduced in the growing industries and imports rise $100 million, 
which is equal to the output of 11,700 workers, the rate of growth 
of these protected lines of production will be slightly reduced. They 
will attract fewer new workers than before. 

This, I believe, should be our objective, because competing home 
industries will be able to expand faster and attract more workers. 
Increased imports will create new export markets. 

The employment-expanding effects of exports will attract workers 
to these lines of domestic production instead of into the import- 
competing lines which require protection. 

Note, Mr. Chairman, that the export lines usually pay higher wages 
than the import- competing lines and are still able to undersell the 
low-wage countries in their own market. 

If, as I suggest, tariff reduction is handled so that it affects only 
the increment of growth, the actual displacement of workers would 
be limited mainly to those individual firms which cannot keep pace 
with the growth of their own industry. Probably also there will be 
some firms producing a single line instead of a diversified range that 
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If my illustration of the employment effects seems low it may be 
that someone is thinking of the total increase of imports. 

In a growing economy, the total increase of imports will obviously 
be much larger than that part of the increase which is due to tariff 
concessions. Tariffs are only one of the factors which affect the 
level of imports and exports. 

Long-term growth and cyclical fluctuations of national income have 
been far more important than changes in tariff. 

Throughout our history, the long- term growth of imports, skp 
ing dutiable imports, has been up whether tariffs were raised « 
lowered. 

The rapid rise of imports since 1950 is due to several influences, 
Reduction of duties has contributed to the growth of trade, both 
imports and exports, but it is not the most important factor. 

First is the rapid growth of national income. 

Second, nothing stimulates imports so much as a whiff of inflation, 
and we have had it. Imports typically rise faster than national in- 
come when the domestic economy is booming. 

Another factor contributing to the rise of American imports and 
exports has, of course, been the recover y of Europe and, more recently, 
the recovery of Germany and Japan. 

Just one final word, Mr. Chairman, on trade adjustment assistance. 

As I see it, the proposed program, if further tariff reductions were 
limited to growth industries, w ould not cause any important actual 
dislocation, but there will be cases of individual firms and, on the 
tariff reduction that we have already had, there may be in these rela- 
tively stagnant industries, such as textiles and others, some cases of 
serious hardship. 

The Congress would be justified in making provision for a trade 
adjustment assistance. This could be limited to the es ‘ape clause 
and the assistance provided only when the Tariff Commission finds 
serious injury, or extended more generally. It will have to be recog- 
nized that the claims for assistance will be many times greater than 
the actual dislocation from increased imports which would result 
from trade liberalization. This is because new products, technological 
displacement, and changes in consumer taste, income and geogr aphie al 
shifts of industry will add up to far greater adjustment ‘problems 
than will be created by tariff reduction. 

In many, if not most, instances the import problem appears to be 
an acute one only when it is superimposed on similar dislocations, 
which are normal in a dynamic economy. 

Personally, I would not push tariff adjustment so far as to require 
people already committed in an industry to move, unless they find 
attractive alternatives. 

I would use the escape clause as a reprieve to enable older workers 
to stay on throughout their working lives in so far as employment op- 
portunities are affected by tariff concessions. But the protection, in 
my opinion, should not be enough to enable the industry to attract new 
workers and new investments. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any questions of Professor Humphrey ? 

Mr. Simpson will inquire, Professor Humphrey. 
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Mr. Sumpson. Professor, if we pass this bill as requested, it is my 
understanding that every industry in the country which now has 
tariff protection will be subject to possible negotiation in a reciprocal 
trade agreement meeting. Is that correct? 

Mr. Humpurey. That is correct, as I understand it, in a legal, 
technical sense. 

Mr. Stupson. That would apply, then, to the healthy, growing in- 
dustry and also to the one which is already beaten down pretty badly, 
would it not? 

Mr. Humpurey. Yes, sir. 

Mr. Stmpson. You object to making it apply to the industry which 
is not healthy and growing? 

Mr. Humpurey. Yes, sir, on grounds of hardship to the people 
involved. 

Mr. Simpson. Would you recommend that the bill be amended to 
eliminate from the right to make tariff agreements those industries 
which are not healthy? Iam trying to find your words. I believe you 
said a healthy, growing industry. 

Mr. Humpnrey. Yes, sir. 

Mr. Stmpson. If we do that, then why do you want to beat down 
a healthy, growing industry ? 

Mr. Humpurey. Sir, I do not want to beat anything down. I want 
to see the new people coming into the labor force and the new capital 
that is being invested, employed where they will do the most good, and 
that means where they produce the greatest value, and they will pro- 
duce the greatest value if they do not go into an industry that has 
to have tariff protection. I am interested in positive benefits. 

Mr. Simpson. You suggest that we apply the tariff reduction to the 
healthy, growing industry. 

Mr. Humpnurey. That’s right, in order to expand some other in- 
dustry that can use those resources to produce goods of greater value. 

Mr. Stmpson. You would break down the healthy, growing industry 
in order to get competition in some other field ? 

Mr. Humpnrey. My point is that a healthy, growing industry has 
no legitimate claim to protection in order to expand. We are going 
to have expansion, I am quite confident, in the American economy, 
and the question is which industry shall expand, which ones can use 
the resources to a greater advantage. These are the industries that 
do not require tariff protection. 

Mr. Sropson. Is it your argument that if we apply tariff protection 
to the ones which are not healthy and growing they will improve? 
Is that your recommendation ? 

Mr. Humpurey. No, sir. 

Mr. Simpson. Would you give them tariff protection ? 

Mr. Humpeurey. To prevent hardship to people involved. 

Mr. Stimpson. That is, as it is in the escape clause. 

Mr. Humpuery. That is correct. I would make the escape clause 
available to the nongrowing industries, the relatively stagnant and 
declining industries. 

Mr. Smuwrson. And then only for their lifetime? You would not 
want them to be strong enough to bring in new workers? 

Mr. Humpuerey. That is correct. I do not think they have a legiti- 
mate claim to survival in perpetuity, but I have enough concern 
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for hardship that I do not want to see the people who are already 
committed there pushed out unless they find better alternatives. 

Mr. Stmpson. If they have been pushed down as far as they can go 
economically, or almost as far as they can go, you are unwilling to in- 
crease a duty to protect them ? 

Mr. Humeurey. Oh, no, sir; if they are in genuine hardship I said 
I would invoke the escape clause as a reprieve to enable the people 
and the capital that are already committed to continue out their work- 
ing lives there, but not enough to attract new workers. 

Mr. Smopson. Your idea of reprieve and mine may be different. 
What I think you mean is you would let them go on and starve to 
death until the industry is done for, until the workers die off or the 

capitalists take their caer out of the business. 

Mr. Humrurey. No, Mr. Simpson. My idea is that the fathers are 
committed in these industries. They own homes in the community. 
I would not want to see enough tariff reduction to force these older 
men to move, but I would not want to see enough protection to attract 
the sons of these men into that industry. 

I would like to see the sons attracted into industries that are more 
productive. 

Mr. Surson. Then keeping in mind this industry about which we 
are taking, at some point in the future you see that industry eliminated 
from the economy here ? 

Mr. Humpnrery. If it required tariff protection. But many indus- 
tries will expand their export lines. 

Mr. Srwpson. You would not give any new tariff protection to an 
industry which is already beaten down, but you ere) remove tariff 
protection from the ones which are healthy 

Mr. Humpnrey. Maybe I am not understanding you altogether. If 
by new tariff protection, you mean invoking the escape clause, I would 
invoke the escape clause in hardship cases. 

Mr. Srmpson. Only to give them a reprieve ? 

Mr. Humeurey. That is correct. 

Mr. Suvpson. That, to my way of thinking, is simply to delay the 
day when the industry is complete and done for. 

Mr. Humrnurey. Some of these industries show great capacity for 
survival. They develop new products and reduce “their costs. 

I live very close to the textile industry and I know that, taking all 
branches of it, despite the real eae they have suffered, still our 
exports of cotton textile in 1956 were about twice as much as our im- 
ports, and I sometimes wonder if we hear as much about broad works 
fabrics and denims as we do about velveteens and some of the other 
products. I think that these industries will survive in the main. 

Mr. Srreson. You would give them enough tariff protection so 
that they would survive? Have you changed your story now or not? 

Mr. Humrnrey. I have not changed my story. 

Mr. Simpson. You would give them’ enough to survive until the 
workers die off and then the industry would be gone? 

Mr. Humeurey. Unless it can exist without protection. 

Mr. Srupson. Unless it goes into some other field ? 

Mr. Humpurey. Or develops new products or better methods or 
lower costs or expands export lines. 
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Mr. Suupson. With respect to the healthy, growing industry, if we 
removed the tariff protection they have today, if they have it, would 
you envisage the day when they are beaten down by preign competi- 
tion? How much of their protection would you remove? 

Mr. Humeurey. I think the amount proposed in this bill is proba- 
bly a reasonable amount, but if they are healthy and growing I would 
even favor somewhat more in some cases. Five percent a year is not 
too great a reduction. 

Mr. Sumpson. Are they growing too rapidly ? 

Mr. Humpenrey. I think this protection will make some of these 
and some other American industries grow faster and be more healthy. 
It is quite clear that if our exports have expanded in a great many 
industries, 6, 8, 9, and 10 times as much as our imports during this 
process, that some of the industries are benefited and expanding faster. 

Mr. Stmpson. I am pleased that you have given me some new ideas. 
Very often we do not get new ones. Atleast I do not. 

I must say I do not agree with you. I would rather think that par- 
ticularly in a time when we are hunting jobs if we have an industry 
which is healthy and which is growing we should encourage its con- 
tinued growth instead of doing anything which would tend to hamper 
it, but you go ahead and comment, and I want to thank you. 

Mr. Humpnrey. I agree with you that we should encourage con- 
tinued growth and, as I see it, the only question is growth in which 
industry? Whatever decision is made on tariffs somebody’s ox is 
going to be gored. 

I want to see the growth encouraged in the industries that do not 
require protection, because these industries can use the same number 
of workers and the same amount of capital and produce goods that 
will sell for more on the market, and they pay higher wages and by 
and large I think that their profits are higher than in the stagnant 
industries. 

Mr. Simpson. That is ail. 

The Cuatrman. Are there any further questions? 

Mr. Reed ? 

Mr. Reep. I did not hear all your testimony, Professor, for which 
I am sorry. 

I would like to ask you, if you had the power to do so, would you 
make this a completely free-trade country ¢ 

Mr. Humeurey. No, sir. 

Mr. Reep. How far would you go? 

Mr. Humeurey. I favor as much free trade as is beneficial. I can 
see several circumstances in which tariff protection is justified. Na- 
tional security is one, though it is extraordinarily difficult to evaluate 
and take into account the effect on the growth of exports industries 
essential to security as well as on the import-competing industries. 

We might occasionally still have some new industry to protect, 
though I cannot name any right now. But if I had been living at the 
time of Alexander Hamilton and had the pleasure of being his assist- 
ant, I imagine I would have favored tariff protection at that stage in 
our national history when we had a lot of new growing industries. 

However, Mr. Reed, it seems to me that the American steel industry, 
the American chemical industry, and the American electrical industry 
have had a good, long period of growth and they are giants and the 
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rest of the world is afraid of their competition, and it seems to me it 
is in our national interest now to reduce their protection. 

Mr. Reep. The testimony that we get is that even in the big, power- 
ful steel industry today many of them are closing because of the 
imports from Japan. 

Mr. Humenrey. As to the exports of the steel industry, the increase 
of exports in many branches since this program began is several times 
greater than the increase of imports. 

Mr. Reep. Of course, they use steel for war purposes. There is no 
question about that. As a matter of fact, when they first adopted the 
trade agreement it was thought they were going to increase exports 
very rapidly, but that did not occur. 

Then there was a war over in Italy and we were able then to take 
advantage of that. 

They also helped Hitler out with a lot of large shipments. 

Finally, they turned around and saw an opportunity to build up 
the exports and they talked about sending their steel to Japan to 
build tanks and a navy. 

I have all those figures reduced at that point. 

Mr. Humpurey. Fen sir, this is true; but I was referring to exports 
in the last year that I had data for, 1956, the 1956 exports of the steel 
industry. 

Mr. Reep. Of course, I can understand that there are a lot of coun- 
tries preparing for war. There is no question about that. 

Mr. Humpnurey. My point is just that expansion of foreign trade 
has helped these industries I referred to rather than harmed them, 
as far as I can see. 

Mr. Reep. Do you believe that our consumers should have the oppor- 
tunity to buy the goods that they desire and when they can obtain 
them from abroad where they can get them cheaper than they can 
here? Do you believe they should have the opportunity to buy them 
on the cheapest markets ? 

Mr. Humeurey. It is certainly of advantage to consumers to buy 
cheaper, and when they save money there they have that much left to 
spend on some other industry, which expands it. But I rest my argu- 
ment and my interpretation and my suggestions for policy mainly on 
the productive aspect of it, on the mi rket for labor and capital. 

Mr. Reep. Tell me this: The consumers and producers are the same 
people. Would the consumers really, in the long run, pay more 
because of the tariff ? 

Mr. Humpenney. Yes, sir, I think they do; but I emphasize the 
other aspect of it, that wor kers when they are employ ed in the pro- 
tected industries, produce less output than they would in free-trade 
industries. 

Mr. Rerp. I am emphasizing the fact that the consumers gain in the 
long run, because as soon as “they have destroyed an industry here 
with their imports, immediately the price goes up. That has been 
the history. 

Mr. Humpnrry. If I thought that, or knew of cases of that, and 
that the power and influence “of the United States in world markets 
is not strong enough to protect ourselves in that situation, I would 
think that Mr. Dulles ought to be asked some other questions that he 
was not asked this morning. 
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Mr. Reep. I believe you are from Duke University ? 

Mr. Humpnurey. That is correct. 

Mr. Reep. It is a great institution, a wonderful institution. 

Mr. Humrnrey. Thank you. I have been impressed with it. 

Mr. Reep. Do you not think the time has come when tobacco needs 
protection ? 

Mr. Humpurey. The tobacco industry needs more export mar- 
kets than anything else. The acreage allotment has been cut severely 
in the last 5 or 6 years. 

Mr. Reep. What about protection? Do you think that should be 
eliminated ? 

Mr. Humrnrey. We also export some cigarettes. 

Mr. Reep. That is not answering my question. I would like to have 
you answer the question. 

Mr. Humrurey. If the cigarette industry is expanding its produc- 
tion and employment, and if this same policy is apphed to other 
growth industries, yes, sir, then I would favor gradual tariff reduc- 
tion along with other growing industries. 

Mr. Reep. How about cotton ? 

Mr. Humrnurey. Raw cotton, or manufactured textiles ? 

Mr. Reep. Both. 

Mr. Humpnrey. The manufactured I would place in the relatively 
stagnant industries, not in a healthy, growing industry. Employ- 
ment is probably declining. 

As to the long-run trend of the cotton textile industry employment 
declines and the profits are well below the average of American 
industry. 

Mr. Resp. What about wheat? Do you think protection should be 
maintained on wheat ? 

Mr. Humeurey. I should have made quite clear to start with—I 
am sorry and I thank you for bringing it up—my remarks do not 
apply to agricultural products. 

Mr. Reep. Why not? 

Mr. Humpnrey. This is a special situation because in farming, em- 
ployment is declining. People are being pushed off the farm. Here 
is an adjustment that is many, many times worse than any dislocation 
that is going to be caused by lower tariffs. 

Mr. Reep. Would you be in favor of pushing farmers off their 
farms? 

Mr. Humpnurey. No. Progress is pushing them off, the fact that 
one farmer can produce 100 bushels of corn on an acre instead of 40, 
so we do not need so many farmers and they are being pushed out. 

Mr. Reep. Do you think the dairy people should have any pro- 
tection ? 

Mr. Humenrey. I think each of these agricultural products re- 
quires specific attention and study and I am not prepared to com- 
ment on a single agricultural product, but I just say in general as long 
as farm people are being pened off the farm and into nonfarm em- 
ployment at the rapid rate that they are and we have an American 
program which helps ameliorate this somewhat, then it stands in a 
special category with respect to foreign trade. 

Mr. Reep. You make an exception of those ? 
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Mr. Humpurey. We cannot apply this as long as we have a Gov- 
ernment program supporting prices on farm products. 

Mr. Reep. Thank you very much. 

The Cuamman. Are there any further questions ? 

If not, Professor, we thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Our next witness is Mrs. Oscar Ruebhausen. 

Mrs. Ruebhausen, will you please give us your name, address, and 
capacity in which you appear for the benefit of the record ? 

Mr. Kxocu. Mr. Chairman, may I be pardoned if I may take note 
of the fact that the next witness is from New York City, and how 
delighted we are to have her today. 


STATEMENT OF MRS. OSCAR M. RUEBHAUSEN, A DIRECTOR OF THE 
LEAGUE OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. RurswHausen. Thank you, Mr. Keogh. 

[am Mrs. Oscar M. Ruebhausen of New York City, a director of the 
League of Women Voters of the United States. The League of 
Women Voters, which consists of 128,000 members in over 1,000 local 
leagues in all 48 States, Alaska, Hawaii, and the District of Columbia, 
has long and vigorously supported the principles of the Trade Agree- 
ments Act. 

Being a nonpartisan organization whose purpose is to promote re- 
sponsible citizenship, we try to look at problems objectively in order 
to seek solutions which are desirable for the country as a whole. 

Repeated studies, over more than 20 years, have always led us to 
the conclusion that removal of trade barriers is vital to the expansion 
and prosperity of the United States economy. 

One of my business friends once said to me, “Now, look, you know 
there are no rights and wrongs to this trade controversy. It is simply 
a question of those who fear import competition fighting those who 
want to sell cheap foreign goods in the United States.’ 

But, to me, the issue is far deeper than a fight among special-interest 
groups. Principles are involved which affect the welfare of the 
United States. In support of this view I would like to point out a 
highly significant fact. 

Practically all of the major nongovernmental organizations who 
have studied the trade issue have independently come to the conclu- 
sion that reducing trade barriers is a sound policy. When there is 
so much unanimity among those with no personal stake involved, then 
I think the rights of the issue become clearer and the wishes of the 
American people should count. 

In reaching its conclusions the League of Women Voters has tried 
to look at the broad implications involved in formulating policy. One 
of the most important considerations is to examine who gets hurt by 
raising tariffs or imposing quotas. Surely, that forgotten man, the 
consumer, suffers through paying higher prices. 

Our exporters will not survive if other countries cannot sell to us 
and thus earn the dollars needed to buy United States goods. Our 
foreign relations become strained on all levels—diplomatic, military, 
political and economic—if we attempt to strangle the economy of our 
friends by closing our markets to their merchandise. In fact, we 
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may even force our allies into relations with the Communists if we 
reject their commodities. 

We must analyze these factors and many others to see who gets hurt 
by high tariffs. Against these conclusions must be weighed an ap- 
praisal of who gets helped by high tariffs. Only after considering 
the evidence from all points of view can sound judgments be made 
in the best interests of the United States. 

Because the League of Women Voters considers this overall per- 
spective so important, we reject the idea that the findings of the Tariff 
Commission should be binding. The scope of the Tariff Commission 
is limited to determining the effect of imports on the domestic producer 
which is only one phase of the-problem. While it is an important 
factor, it should never be the only consideration involved. The overall 
decision can best be iciammenk by the President with the assistance 
of the new Cabinet-level Trade Policy Committee. 

The League of Women Voters also believes that there should be 
stability in the trade agreements program. For this reason we sup- 
port a long-term extension of the act for 5 or more years. The longer 
period is particularly important to enable us to conduct crucial nego- 
tiations with the six European Common Market countries. Their 
first steps toward the establishment of common and uniform tariifs 
will become effective in about 4 years. 

Unless we are able to negotiate in good faith, the common market 
could work to our disadvantage and exclude us from important Euro- 
pean trade centers. 

Another factor which creates instability is the escape clause. It 
started out as a narrow street where justified complaints could seek 
a passageway and be handled. In recent extensions of the Trade 
Agreements Act, the escape clause has become a broad throughway, and 
now we find still another provision to make the throughway even 
wider. 

I refer to the section authorizing the President in escape clause cases 
to raise tariffs by 50 percent of the 1934 levels instead of the 1945 lev- 
els as at present. 

By permitting a 50-percent increase of the high 1934 rates, tariffs 
could be raised several hundred percentage points from their present 
levels. This could have the practical result of barring foreign goods 
from our market. 

Surely, such legislation will discourage foreign traders from risk- 
ing distribution and advertising costs to enter the United States mar- 
ket when the retaliatory provisions are so great that their entire 
investment could be lost. If the United States, fearing a recession, 
wants to have dollars used in this country, why should we discourage 
the spending of money for shipping, insurance, advertising, distribu- 
tion agencies and the various other expanses involved in merchandis- 
ing a product. 

Vhen the United States discriminates against other countries, they 
are inevitably going to put up counterrestrictions against us. The 
result is shrinking trade and less prosperity. ; 

Once before we tried to work ow way out of a depression by rais- 
ing tariffs and passing buy-American acts. It didn’t work. ‘So let 
us now remember the words of the philosopher George Santayana, 
who said, “Those who will not learn from history are condemned to 
repeat it.” 
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It is perfectly obvious that the United States, with its vast produc- 
tive capacity, icesited economy, and hard currency, needs protec- 
tion less than most other countries. Therefore, it is to our advantage 
to negotiate with other nations to see that trade restrictions are re- 
duced. Only in this way can we capitalize on the vast potential 
markets just beginning to open up in the underdeveloped areas of 
the world. 

There will be a temptation on the part of these underindustrialized 
countries to impose restrictions, and such a policy will not serve 
our best interests. Consequently, it is important for us to meet to- 
vere in an international forum such as provided in GATT and the 

rganization for Trade Cooperation to see that fair trading rules 
are maintained. The alternatives are bitter trade wars between na- 
tions, the development of regional factions, and the exclusion of 
the United States from lucrative markets. 

The League of Women Voters rejects the philosophy of fear and 
creeping protectionism. To encourage expanding and _ prosperous 
trade, we support the renewal of the Trade Agreements Act with the 
following provisions: 

1. Extension of the act for 5 or more years. 

2. Retention in the executive branch of final decisions on escape- 
clause findings. 

3. A narrowing rather than a broadening of the escape clause. 

4. Support of GATT and the OTC. 

The Cuarrman. Are there any questions of Mrs. Ruebhausen ¢ 

Mr. Mason. Mr. Chairman ? 

The Cuarrman. Mr. Mason will inquire, Mrs. Ruebhausen. 

Mr. Mason. On page 3 of your statement you say that the United 
States needs protection less than most other countries. 

I agree with that, but do you know that the United States has less 
protection than 27 of the 34 countries that have trade agreements 
and reciprocal trade arrangements, that we only stand seventh from 
the bottom from our protection in trade? Do you know that? 

Mrs. RursuHausen. We were considered in the middle group, as 
I understand it. 

Mr. Mason. No. Twenty-four years ago, when this reciprocal trade 
agreement was adopted, we stood about in the center of the 34, with 
an average of 16 percent tariff rates. Today we stand seventh from 
the bottom with an average of a little bit better than 5 percent. 

In other words, we cut our tariff from 16 percent to 5 percent during 
those 24 years while our chief competitor—England—has raised their 
tariff rates during that time and are now near the top with an average 
of better than 25 percent. 

When we compete with England—and ours is down here and theirs 
is up there—and they put it up there during the 24 years while we 
were bringing ours down—do you think we should give the President 
the authority to still further lower our tariffs ? 

Mrs. Ruresuavsen. I think if you look, Mr. Mason, at our economic 
condition and England’s economic condition, you would say that we, 
through lower tariffs, are better off than England with higher tariffs. 

Mr. Mason. However, of course, my dear lady, that is the woman’s 
idea of it, the woman looking at that one factor alone and not look- 
ing at all the other factors which affect the economy of England and 
of this country. 
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Your paper did not give us one new thought. Practically every one 
of these thoughts has been brought to us for the last 20 years that I 
know of before e, and I am still not convinced. 

Mrs. RursHavsen. That is your privilege. 

The CuarrMan. Mr. Eberharter. 

Mr. Eseruarter. I am delighted to have the support of the League 
of Women Voters for this reciprocal trade agreements program. It 
has been a very important factor in convincing the American people 
of the wisdom of the program, and I certainly agree with the League 
of Women Voters even if Mr. Mason doesn’t. 

Mrs. RurspHausen. Thank you. 

Mr. Exsernarrer. I want that to be known to you. 

Has your organization heard of the suggestion, where some areas 
are really hurt by imports, that they be helped in some respect by 
measures on the part of the United States? 

Mrs. RurpHavusen. Yes, and I will mention some are in your bill, 
Mr. Eberharter, which would work along these lines. 

Mr. Esernarrer. You think it is all right ? 

Mrs. Rurspuausen. We have been very sympathetic to your ap- 
proach. 

Mr. Exsernarrer. Thank you very much, Mrs. Ruebhausen. 

Mr. Stmpson. One question. 

The Cuamman. Mr. Simpson. 

Mr. Stmpson. I really am surprised that you don’t agree with the 
President in this bill when he wants to strengthen the escape clause 
according to your statement at the top of page 3. You don’t agree 
with the President in that ? 

Mrs. RursHausen. No, we don’t. 

Mr. Stimpson. Why ? 

Mrs. Ruresyausen. Because we think it widens the escape clause, 
and that makes for much more instability. We feel that the escape 
clause has been widened too much already. Therefore, we do not 
like to see any further stretching of the escape clause. 

Mr. Srupson. If you will pardon me, you, of course, know why we 
have the escape clause, which is to provide a measure of relief? 

Mrs. RugspHausen. Yes. 

Mr. Stuprson. Where the Tariff Commission has found that an in- 
jury has taken place and the workers and the industry ought to be 
helped. 

Mrs. Rurpyausen. Yes. 

Mr, Stupson. This is in recognition of the fact that, even after that 
finding, existing law would not permit the industry to be helped. 
And, so, the President seeks to change the bill to provide that they 

can give more substantial aid to this industr y and the workers who are 
suffer ing as a result of unwise tariff cuts. 

Do you object to that? Does the League of Women Voters object 
to that? 

Mrs. Rurpiausen. Yes; we object to the stress on the escape clause 
because we always consider that these broader considerations should 
be given much more account; in other words, how you treat the export 
industry, because, as Mr. Humphrey, the last witness, pointed out, it is 
awfully hard to regul: ite your tariffs without affecting somebody. 
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So, what we think you have to look at is to see whom you are 
going to hurt the least. If you just make the biggest criterion the 
one industry which claims to be hurt, then you get the whole picture 
out of balance. 

Mr. Sopson. Of course, I am talking about the industry now that 
makes its case where the workers are out of employment and are suf- 
fering—let me take the extreme case—and the Tariff Commission has 
said they should have relief, and I understand you object to that. 

Mrs. ReusHausen. We feel very strongly that you might throw 
more workers out of work in a exporting industry or in a distribut- 
ing agency or in an advertising agency that has been handling 
imports. 

Mr. Srmpson. So your solution would be to let these people go on 
and suffer. 

Mrs. RevsHausen. Our solution would be to try and see how you 
are going to affect unemployment in terms of who would be un- 
employed the most, because you cannot just say that you are not 
going to throw other people out of work if you help one industry. 

Mr. Sumpson. I am talking about these people that are out of work 
and they have gone actually through the long-drawn-out procedure, 
and the Tariff Commission has agreed they are out of work, and they 
deserve protection. 

You are saying, in effect, I suggest, that, irrespective of what the 
findings have been, you are going to deny them relief. 

Mrs. Rursuavusen. [ am not saying I am not opposed to unemploy- 
ment. I am saying that you might create more unemployment by 
ignoring the fact that your exporters might be hurt, if you help your 
people who are being injured. 

Mr. Srapson. I suggest that the lady is more kindly than to want 
the people to be unemployed and suffering, You would not keep 
them in that same status while you looked around for some other place 
to make a tariff cut or increase? 

Mrs. Reusnavsen. I would want to weight it all and see, because 
you can see very quickly cause unemployment in the exporting in- 
dustries. 

Mr. Srupson. That is just what the Tariff Commission did. That 
is what they do when they investigate under these escape clauses. 

Mrs. Rursnavusen. They investigate the domestic producer that is 
being competed with. 

Mr. Srupson. They look at related questions, of course. 

I really am surprised that, once the relief has been indicated, you 
would oppose a change which would make that relief possible. 

Mrs. Rursnavusen. Certainly, because, as I say, you have your for- 
eign relations to consider, your national security to consider, and you 
have all these other factors which are terribly important. These must 
be considered. Therefore, I would never want the aspect of the 
finding of the Tariff Commission to be the sole criterion. 

Mr. Sumpeson. Are you doing any work this time in the different 
congressional districts as the league did a couple of years ago in my 
district, in drumming up opposition ? 

Mrs. Rurpyausen. We are trying our best, Mr. Simpson, to try 
and have a broad campaign throughout the country to alert people 
to what is involved in this trade issue. 
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Mr. Simpson. Are you conducting polls against the present Con- 
gressman presently existing to find out whether he is popular or 
not ? 

Mrs. RursuHausen. Polls against the President, you said. 

Mr. Mason. No, no. 

Mr. Srmpson. The sitting member of the congressional district. 
Are you trying to see whether he properly represents his people or 
not ? 

Mrs. RuesnAvusen. You are referring to the survey that was done 
originally by the Washington Post in your district, which showed 
that you had a heavy constituency. 

Mr. Simevson. Under sponsorship of the League of Women Voters. 
Are you doing it all over the country? Have you done it in Mr. Mills’ 
district ? 

Mrs. RursyHausen. We have done surveys all over the country to 
show what the local effects of trade are. 

Mr. Simpson. It got a lot of publicity in my district. 

Mrs. Rursuausen. Good. 

Mr. Stmpson. I would not ask you to put in the record what you 
found with respect to all my other friends here, but it might make 
interesting reading. 

Have you done it all over the country ? 

Mrs. RugsHavusen. We finished the surveys on trade, yes. 

Mr. Stmpson. That was quite a large undertaking. 

Mrs. RuesHausen. We published it in a booklet called Facts and 
Attitudes on World Trade, which is a summary of all the surveys 
which were undertaken throughout the country to try and determine 
what the local effects were of foreign trade. 

Mr. Simpson. I am really interested in the individual Congress- 
man’s district. Do you have it on that basis in this book ? 

Mrs. RureBHAvseN. Some leagues did the survey on the basis of 
congressional district; some did it on the basis of the city locality, 
the boundaries of the city: some did it on the boundaries of the State; 
some went across States where the industries went across States. 

Mr. Srurson. In Pennsylvania, in my district, it was done on the 
basis of my own name. I like to see my name in print. I would 
like to have it. 

Mrs. RuesHavusen. That is known as Mr. Simpson’s district. 

Mr. Suapson. It was pretty expensive work, I should think. 

Mrs. Rurswnausen. It was all done by voluntary workers, and there 
were over 11,000 woman-hours involved in it. 

Mr. Stmrson. I seem to recall that when one of the ladies was here 
a couple of years ago she said that they got some help or encourage- 
ment from one of the groups that is fighting the tariff law, or support- 
ing the bill. 

Mrs. Rursnavusen. It actually was a very crys #208 survey, be- 
cause, as I say, it was done by our membership, which is a voluntary 
membership, and the members give very generously of their time, 
but they are not paid for it. 

Mr. Stmpson. W ill you make available the findings ? 

Mrs. Rurswausen. Yes; I would be glad to see that you are sent 
a copy, or we can insert them in the record, if you would like. 
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Mr. Srmpson. I will not ask for it for the record, but I would like 
one for myself. 

Mrs. RursHavsen. Fine. 

Mr. Stupson. Thank you very much. 

The Cuamrman. Are there any further questions ? 

Mr. Sapuax. Mr. Chairman ? 

The Cuarrman. Mr. Sadlak will inquire. 

Mr. Sapiax. Mrs. Ruebhausen, of course you know that your dis- 
tinguished president, and very able president, is my constituent. 

Mrs. RursHausen. I do. 

Mr. Sapiax. Many times she flies on the plane with me returning 
from her duties here in Washington. 

Does the League of Women Voters prepare all the material that you 
send out in the mail ? 

Mrs. RursyHavusen. Yes; we do prepare the material that has the 
league name on it. 

Mr. Sapiax. Your office will send out materials that might be given 
to you from other interested parties, such as those who might be 
interested in having this Reciprocal Trade Agreements Act extended ? 

Mrs. RuresHavsEn. The national league very rarely sends out the 
materials of other organizations, Mr. Sadlak. We do occasionally 
send out Government documents. For instance, a congressional hear- 
ing we may send out to the League of Women Voters, or a statement 
from the President of the United States. We might get copies of 
that and send it out. But we very, very rarely send out the mate- 
rials of other organizations. We prepare our own materials, and 
write them and send them out. 

Mr. Sapiak. Very infrequently do I have an opportunity to see a 
TV show, but I found the opportunity yesterday to see a telecast by 
the name of Outlook. I found it very interesting. There during 
the proceedings was shown a meeting of the American Committee 
for a National Trade Policy, if I recall correctly and the officers were 
asking for suggestions. In fact, I think the proceeding pictured a 
strategy meeting as to how they should bring influence, as I observed, 
on the Members of the Congress to bring about the extension of the 
reciprocal-trade agreements, and the lady who said she was speaking 
for the League of Women Voters stated that the League of Women 
Voters was preparing much data and they would do everything 
possible to help in this program. 

Will the League of Women Voters likewise be sending out data from 
that organization ? 

Mrs. RursHausen. From the Committee of International Trade 
Policy ? 

Mr. Sapiaxk. Yes, or Committee for a National Trade Policy. 

Mrs. Rurswavsen. I would very much doubt if they would; no, not 
from the national league office. We would prefer, for instance, as we 
have preferred, listing available material in bibliographies that we 
have gotten out. 

In our new pamphlet that we have gotten out on trade, we have a 
bibliography. But the national league does not distribute this ma- 
terial itself. 

Mr. Sapiak. Each group gave interesting information during the 
telecast yesterday. Is it your estimation that the so-called Strackbein 
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group is doing something for selfish purposes but all the other organi- 
zations are doing scundibing disinterested and they are not doing it 
for a special group or reason ? 

For instance, the National Tariff Council is not doing anything for 
themselves, but those who are being harmed by the increased imports 
are doing something for a special group. 

Mrs. Rurprnavusen. I think anybody who runs a trade organization, 
a business, a labor organization, who has a stake in the trade field, is a 
partisan group involved init. In the beginning of my statement when 
I said what was significant to me was the fact that people who did 
not have a stake in the trade field all came out in favor of the liberal 
trade policy, by that I meant people like the churches, various women’s 
groups, various men’s civic groups, who have no interest in trade as 
such, are simply civic organizations trying to promote the betterment 
of this country. 

Mr. Sapiak. So that the shipping group that is interested in load- 
ing on their ship and having bulging hulls with American exports do 
not want to come back with empty bottoms, so to speak. They are 
pleading for one special purpose in having this act extended. 

Mrs. RurpHavsen. I say they would have a very definite stake in- 
volved. 

Mr. Sapiak. On your first page here, Mrs. Reubhausen, in the sec- 
ond paragraph you state this, that— 
repeated studies over more than 20 years have always led us to the conclusion 
that removal of trade barriers is vital to the expansion and prosperity of the 
United States economy. 

What trade barriers are you talking about there? It is my under- 
standing that half the imports of the United States now are duty free. 

Mrs. Revusnausen. Yes; but those particularly from western 
Europe are not duty free and I agree with you and Mr. Mason that 
we have made some progress in reducing trade barriers, but we would 
like to see more progress made and we are very fearful now that some- 
thing the United States has always rejected, which is quotas, is on the 
horizon and we would not like to see quotas coming into play at all. 

Mr. Sapiaxk. Mrs. Reubhausen, last Friday, the representatives of 
the AFL-CIO were here asking that we extend the reciprocal trade 
agreements for 5 years orovided that we append, make as a concom- 
mitant of that the bill that was sponsored by our friend Mr. Eber- 
harter. They have come repeatedly, as the lady has, and those preced- 
ing you, on behalf of the fine organization of League of Women 
Voters, and have unqualifiedly endorsed it each time. This time, how- 
ever, they make a condition preceding that they will not urge a vote 
for extension for 5 years if we do not have the so-called adjustment 
that is proposed by Mr. Eberharter attached to it. 

It seems that after all of these years of unqualified endorsement now 
they have changed their mind. So I feel that the League of Women 
Voters is still adamant. They still adhere to their original plan that 
they have been for from the beginning. They still endorse it without 
any conditions whatsoever. 

Mrs. RevusHavuseNn. We do have a changing membership and obvi- 
ously we could not stick to a position we had 20 years ago without 
reevaluating it. So we do reevaluate it. 
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I think one of the most important things that was undertaken 2 
years ago was the survey Mr. Simpson was referring to, a study in the 
local community of what foreign trade did to your community. Did 
it help it or did it hurt it? This brought a new reevaluation of the 
trade issue. 

Just to go back a minute, if you look at Outlook next Sunday you 
will find that some members of your own State, in upper Connecticut, 
from the League of Women Voters will be on that program. You 
might enjoy watching it. 

Mr. Savtax. This | might have taken place on December 9. I had 
been invited to that. But as a member of the Subcommittee of the 
Committee on Tariffs of this Committee, I came to Washington that 
day. Somaybe fortunately or unfortunately I missed it. 

Mrs. oo BHAUSEN. I mean next week on Chet Huntley’s program. 

Mr. Sapitax. Yes, Ma’am. But it will be a recording. I understand 
they had it in the Hotel Statler at Hartford on December 9. 

Mrs. Revsyavsen. It is another one. 

Mr. Saptak. It is another one. I will try to watch it. 

As a representative at large I can not make commitments in the 
State of Connecticut on Saturday and Sunday. In fact, I returned 
late this morning because my plane was late and thus missed the open- 
ing statement and first questions asked of Mr. Dulles as I did not get 
here until 11 o’clock. 

Let me ask you this, Mrs. Reubhausen: 

How many ladies whose husbands are employees in the factories are 
represented in the League of Women Voters? Can you give us an 
estimate on that? 

Mrs. RevusHausen. Factory employees—it is very low and I would 
say it was 10 percent or less of the membership of what might be called 
blue collar, I believe the term is now, for a Fac ‘tory worker. 

Mr. Sapuaxk. In the polls which you conduct and surveys which 
you conduct, are they restricted to the membership of the League of 
Women Voters or do you ask all housewives or homemakers? 

Mrs. ReusHausen. No, they are done on street corners, at factory 
entrances ; they are done by all sorts of different methods. 

Some of the polls that are done are done on an interest-stimulating 
basis. There is no pretense made that these findings are scientific in 
terms such as Mr. Gallup or Roper would make, They are just find- 
ings to show what kind of interest the man on the street has, to 
stimulate interest. 

Some of the other leagues have done polls which have been conducted 
under the auspices of a | public opinion survey group and these have a 
much more scientific base, but each time a poll is made of this nature 
an attempt is made to indicate whether the findings are simply meant 
to project interest or whether they have some politic ‘al impact. 

Mr. Sapiak. I would be very much interested in the survey that is 
being made or has been made in the vicinity of New Haven, C onn., 
where we have been so hard hit by the pyramiding mushroomed im- 
portation of Japanese stainless-steel flatware, and there are in the 
vicinity of 2,000 people directly affected, who don’t know when they 
will go back to work. 
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We all believe in live and let live, but we reached a point of suffoca- 
tion caused by these imports and some of us have a responsibility to 
these injured workers and their families. 

About two weeks ago I had three ladies who came to me represent- 
ing the League of Women Voters. I wish I had ample time prior to 
their coming for I would have invited three ladies from the Under- 
wood Typew riter Corp. of Hartford, whose husbands have been laid 
off and they do not know when they are going back to work and have 
them talk to them. 

Each of these ladies, I believe, was the wife of a college professor 
of the University of C onnecticut, so there is no worry about their 
pay. Their salary is all set. I w vould have liked to ines had in my 
office at the time of the visit three ladies from the stainless-steel flat- 
ware industry workers or wives of workers to talk to these lovely ladies 
who came to me to urge that I do everything, that I vote for this bill 
as is. 

Why do you, Mrs. Ruebhausen, suppose that American factories re- 
move from the United States and set up their factories in other coun- 
tries? Why do yousuppose they do that? 

Mrs. Ruesuausen. They do it for a variety of reasons. Sometimes 
it is to be nearer the source of distribution, sometimes it is because they 
find it cheaper, sometimes it is because they have funds that are con- 
vertible that they want to use. There are any number of reasons why 
oe firms go abroad. 

Mr. Saptax. Is it not primarily because they can make use of the 
cheap labor which they have in those countries? 

Mrs. Rugsuausen. That could be a factor. 

Mr. Sapiak. It becomes a menace to the home industry. The only 
way to give some protection to put us on a competitive basis is to put 
up some kind of a quota or put up a tariff. 

Mrs. Rugesuausen. Well, you are assuming that the wage scale has 
been the determining fac tor, whereas as you well know the unit cost 
is the determining factor and not the wage scale. I just returned from 
a trip to Africa, where they were trying to make some of their own 
tractors with cheap labor, and I found out that, in the end, they were 
buying Caterpillar tractors because they were better and cheaper than 
they could manufacture themselves because the labor was poorly paid. 
So it is not the labor cost alone that makes the difference. 

Mr. Sapiak. Primarily, in my opinion, my research has led me to 
believe that primarily it is because of the low wage cost. 

Mrs. Rursuavsen. Well, the Japanese, I guess, are the only real in- 
dustrial country that pays its workers about ‘the highest and they com- 
pete very seriously abroad. 

Mr. Saptax. I do not desire to pick on the Japanese, or the Japan- 
ese imports, Mrs. Ruebhausen. But will you tell me from your re- 
search why other countries do not admit Japanese-made goods? They 
come primarily to the United States. 

Mrs. RuesnHausen. Some do and some do not. 

Mr. Saptax. There are very few that do. Take the United King- 
dom, forexample. There are a number of others. 

I only ask that because I understand you do some of the research in 
this line and thought you then would have the background information 
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on it. But I certainly do not ask you these questions to take any 
unfair advantage by putting this question to you. 

I have no more questions, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mrs. Ruebhausen, we appreciate you coming to the committee and 
giving us the views of your organization. 

Mrs. Rugsuavsen. Thank you, Mr. Chairman. 

(The following statements and letters were received by the com- 


mittee :) 


STATEMENT BY THE NATIONAL CoUNCIL OF JEWISH WOMEN IN Support or H. R. 
10368, THE TRADE AGREEMENTS BILL 


The National Council of Jewish Women has always given its support to the 
Reciprocal Trade Agreements Act as an important contribution to United States 
foreign policy. Although the foreign and domestic situation in which the act 
was born in 1934 differed vastly from that in which we are today, the concept 
of the act holds valid today; that concept, briefly, is that the interdependence of 
nations in its economic form requires agreement to maintain the balance of 
trade so that no one nation suffers from the imbalance which brings in its wake 
an unstable economy, unemployment, and a foreign policy dictated by economic 
desperation. 

The domestic concerns involved in consideration of reciprocal trade and the 
crucial tariff questions that are involved make the development of the reciprocal- 
trade program enormously difficult. But we should remember that there is no 
area of foreign policy which is not complicated in some way by domestic demands. 
It is always necessary to maintain the fine balance between the demands of 
domestic and foreign policy. 

There is no disagreement as to the purpose of high tariffs, which in and of them- 
selves destroy the basis of a reciprocal-trade program. High tariffs have as 
their purpose the support and protection of industries and agricultural produc- 
tivity which is hurt by imports from other countries. The question which has 
never been resolved with unanimity of outlook is whether protection is in and 
of itself a sound economic measure, and whether in relation to other aspects 
of foreign policy, protection is a sound measure. 

The National Council of Jewish Women recognizes fully and sympathetically 
the hardships involved for the individuals and the families who have made their 
living and their way of life in an industry which has become unproductive. The 
loss of a job, loss of income, the move to another city or town, changes of friends, 
all are the severest tests for human beings. But the answer lies in legislative 
support for changeovers to new and more productive fields, not in the temporary 
prop of a higher tariff. 

The real issue in most cases is not unfair competition from foreign imports 
based on low wages, but an uneconomic industry which through lack of consumer 
demand, changes in taste, high costs, or backward machinery, is no longer able 
to meet the test of economic competition. When this point has been reached 
the solution is a major change in the industrial organization involving the hard- 
ship of retraining for the employees concerned. But offsetting this strain is the 
certainty that expanding world trade will mean an expanding United States 
economy. 

The National Council of Jewish Women supports the 5-year extension of the 
Reciprocal Trade Agreements Act requested by the President and the mainte- 
nance of the President’s power to determine ultimately whether an affected 
industry requires increased protection. The President can make this determina- 
tion in the interests of the whole American community, with full understanding 
of the impact of his action on the foreign relations of the United States. The 
importance of our trade relations in our foreign policy makes it imperative that 
these considerations form part of the basis for decision. 

The National Council of Jewish Women respectfully requests that you devote 
your energies to the passage of a 5-year extension of H. R. 10368, the trade- 
agreements bill. 
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UNITED STATES ForEIGN TRADE POLiIcy 


Policy Statement by the Committee on Economic Life, the Catholic Association for 
International Peace, Washington, D. C. 


The Economic Life Committee of the Catholic Association for International 
Peace believes that Christian social principles, as they relate to international 
order and the promotion of peace, support extension of the Reciprocal Trade 
Agreements Act. 

(1) We believe that this act should be extended for an indefinite period, at 
least for 5 years. Thus the rest of the world would be assured that the United 
States is not pursuing a policy of economic nationalism or isolationism, but 
instead is fulfilling its international responsibilites. 

(2) We also believe that the authority for the President to lower tariff rates 
should be broad enough to cope with such foreseeable requirements as those arising 
from the establishment of the European Common Market. 

(3) We do not believe it is either necessary or desirable to authorize the 
President to raise rates up to 50 percent above rates in effect on July 1, 1934, 
instead of July 1, 1945, as in existing law. This has been proposed as necessary 
to prevent threatened or actual injury to domestic industries, but we believe there 
is enough latitude in the law as it now stands. We recognize that there may be 
particular cases in which relief presently authorized might not be adequate, but 
we believe that it would be better to grant such relief in some form other than 
tariff increases of such magnitude. 

(4) It is the further belief of this committee that United States membership in 
the Organization for Trade Cooperation should be authorized by the Congress. 

The President declared, in his message of January 30, that “the Soviet Union 
is engaged in an intensive effort, through combined programs of trade and aid, 
to divide the countries of the free world, to detach them one by one and swing 
them into the orbit of Communist influence.” 

This statement by the President calls attention to a most important phase of 
current Soviet policy. It appears evident to this committee that the Soviet Union, 
since Korea and Indochina, has given increasing emphasis to economic means of 
extending its sphere of influence. The Soviet Union knows that economic bridge- 
heads, once established, can bind a country into the Communist orbit perhaps 
even more effectively than military conquest. Furnishing technicians, supplying 
parts, barter deals, and loans provide an opportunity for an unscrupulous nation 
to assure continued dependence of the aided or trading nation. 

We spend hundreds of millions of dollars annually for economic and technical 
assistance to underdeveloped countries. We do this in our national interest, 
knowing that helping these countries to create conditions for self-sustaining eco- 
nomic growth will make them more likely to remain free of Communist influence 
or domination. We do this also because we know that these countries can pass 
from the list of those needing foreign aid to those who are able to earn foreign 
exchange through foreign trade. Similarly the countries of Western Europe 
needed aid after World War II to prevent their economic and political collapse. 
The Marshall plan enabled them to return to economic and political stability. 

These nations, which are our principal allies, must remain strong economically 
and militarily. To do this, they must be able to engage in foreign trade. It is 
true that the United States imports and exports more than any other nation, 
but foreign trade represents a comparatively small proportion of our total pro- 
duction. Foreign trade is vital, however, to our allies in Western Europe and 
to many other nations. It is essential to their continued economic health, and 
if we deny them free access to our markets, they may be forced into trade ar- 
rangements with the Soviet bloc. It would not make good sense to help Western 
Europe and other free nations build their economic strength and then threaten 
that stability with a nonliberal trade policy. Our foreign aid policy and our 
foreign trade policy should be consistent. They both stem from the principle 
of economic cooperation among the nations of the world. 

The Economic Life Committee of the Catholic Association for International 
Peace has supported this country’s programs of economic aid and reciprocal 
trade on considerations of our national interest, our mutual security, and also 
in the name of social justice and peace. Leo XIII has said that “Man should 
not consider his outward possessions as his own, but as common to all, so as to 
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share them without difficulty when others are in need.” He declared that “Who- 
ever has received from the divine bounty a large share of blessings, whether 
they be external or corporal, or gifts of the mind, has received them for the 
purpose of perfecting his own nature, and, at the same time, that he may employ 
them, as the minister of God’s providence, for the benefit of others.” Pius XII 
made it plain that this principle, applicable to the individual, is compelling as 
well upon a state. In his Christmas message of 1941, the Holy Father said: 
“Within the limits of a new order founded on moral principles, there is no place 
for that cold and calculating egoism which tends to hoard the economic resources 
and materials destined for the use of all to such an extent that the nations less 
favored by nature are not permitted access to them. In this regard, it is for us 
a source of great consolation to see admitted the necessity of a participation of 
ull in the natural riches of the earth, even on the part of those nations which 
in the fulfillment of this principle belong to the category of ‘givers’ and not to 
that of ‘receivers.’ ” More recently, in 1952, Pius XII declared: “To nations as 
such, We extend our invitation to render operative this sense and obligation of 
solidarity: that every nation develop its own potentialities in regard to living 
standards and employment, and contribute to the corresponding progress of na- 
tions less favored.” 

A liberal trade policy is in the interests of the United States in a practical 
manner and also in recognition of the responsibility of this country to the com- 
mon good of the international community. To ignore these facts and principles 
would be to threaten both our physical and spiritual well-being. 





STATEMENT OF Frances B. ComprTer, Vick CHAIRMAN, PEACE AND SocraL ORDER 
CoMMITTEE, FRIENDS GENERAL CONFERENCE, PHILADELPHIA, PA. ON RENEWAL OF 
TRADE AGREEMENTS ACT IN 1958 


The Peace and Social Order Committee of Friends General Conference wishes 
to present the following statement in reference to renewal of the Trade Agree- 
ments Act. 

For the past 23 years the reciprocal trade agreements program has been a 
backbone of our foreign policy in the field of trade. The Extension Act of 1955 
expires June 30, 1958. We strongly advocate the renewal of the act as a prac- 
tical necessity for our national interest and international well being. It is re- 
sponsible, in no small measure for the growth in world-wide trade. 

We believe that there should be a long-term extension and that it should not 
expire in an election year. We also believe that there should be a revision of the 
escape clause so that it should only apply to cases where domestic industries, 
which may be injured by import competition, are entitled to special assistance 
for a reasonable period of adjustment. 

As well as a liberal trade policy at home, we need an effective international 
forum for dealing with trade matters. This is provided in the General Agree- 
ments on Trade and Tariffs (GATT). 

We urge participation of the United States in the Organization for Trade 
Cooperation (OTC) which would administer on a continuing year-round basis 
the General Agreements on Trade and Tariffs, and, in which we would join 
with 36 other nations. This is a multilateral basis for negotiating the liberali- 
zation of trade restrictions and for prescribing rules and standards for fair 
dealng in international trade. 

Membership of our country in OTC would strengthen our hand in the forth- 
coming discussions with other GATT countries looking to the accelerated relaxa- 
tion of the quotas and other restrictions imposed during and after the war. 

The United States, in its foreign economic policies, should facilitate the devel- 
opment of a thoroughly multilateral trading world. This is one of the challenges 
that faces our trade policy, particularly as it relates to Japan, which must trade 
to live. 

We respectfully submit that the extension of the Reciprocal Trade Agreements 
is an urgent necessity for our economic health and the maintenance of a climate 
which is conducive to high and expanding levels of world trade. We ask the 
Congress to extend the act, and for a longer period. 
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Younea WoMEN’s CHRISTIAN ASSOCIATION OF THE UNITED STATES OF AMERICA, 
New York, N. Y., February 21, 1958. 
Hon. Witzur D. MI1s, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


My Dear Mr. Mitts: The National Board of the Young Women’s Christian 
Association of the United States of America urges your committee to report 
favorably a 5-year renewal of the Reciprocal Trade Agreements Act. We have 
supported this program since it was first introduced in 1934. 

As a member of a worldwide movement of women who seek to promote peace 
with justice and better living conditions for all, we realize the importance that 
international trade has for the well-being of persons in foreign countries. 
As a national organization we are aware that the purposes of the reciprocal 
trade agreements program are in line with the interests of our members who 
are consumers seeking to maintain high living standards, and workers needing a 
high level of production and employment. We believe, therefore, that the 
welfare of the citizens of all free nations depends on a free flow of goods in 
international trade. 

Restrictions on trade have a direct and continuous bearing on our rela- 
tions with other nations. It would be unthinkable to return to the state of chaotic 
conditions prior to 1934 when nations resorted to high tariffs, quotas, and 
embargoes which in turn invited reciprocal raising of trade barriers by other 
countries. We are too dependent on many of these countries for strategic ma- 
terials and goods which cannot be obtained in the United States. Four and 
one-half million of our own citizens owe their livelihood directly to foreign 
trade. There is a mutual need by nations of the free world for each other. 
The reciprocal sharing of resources, through trade, is essential for the prosper- 
ity and strength of all. 

We must balance the effect of international trade on small segments of in- 
dustry against the overwhelming effect of the curtailment of trade on the na- 
tional interest as a whole within the framework of the Soviet Union’s current 
economic offensive. We support, therefore, the principle that the President 
retain the power to negotiate through his authority to reduce tariffs and we 
oppose strengthening of the peril-point and escape-clause provisions. 

We hope you will make this letter a part of the official hearings. 

Sincerely yours, 
LinAce Rep Barnes, President. 


AMVETS NATIONAL HEADQUARTERS, 
Washington, D. C., April 1, 1958. 
Hon. WirBur D. MILs, 
Chairman, Ways and Means Committee, 
United States House of Representatives, 
Washington, D. C. 


Dear Mr. Mirtxts: We note with interest that your committee is considering 
legislation that would extend the Trade Agreements Act for 5 additional years. 
It is the carefully considered opinion of AMVETS that the enactment of your 
bill, H. R. 10368, accomplishing this purpose, is essential to the national interest. 

A 5-year extension of this program is necessary to provide continuity in our 
trade relations with other free nations. No single factor would jeopardize our 
foreign trade more than uncertainty about the long-term trade policy of the 
United States. Failure to provide new authority to negotiate trade agreements 
would stimulate this uncertainty. 

The present period is especially crucial for world trade because of develop- 
ments in the new European common market. The nations involved would soon 
have uniform tariffs against imports from other nations. If the United States 
is to bargain effectively with the European common market, it is essential that 
Congress grant adequate authority to the executive. 

From a very practical point of view, H. R. 10868 should be enacted into law. 
Statistics reveal that 4.8 million Americans are dependent upon the export- 
import field for employment. Any reduction in our trade relations with other 
nations would add many thousands more to the already high unemployment 
rolls of this country. 
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In the interest of national economy and national security, AMVETS endorse 
H. R. 10368 and urge your committee to report it favorably to the House of 
Representatives. 

Sincerely yours, 
JOHN R. HOLDEN, 
National Legislative Director. 


LEAGUE OF WOMEN VOTERS OF INDIANA, 
Indianapolis, February 26, 1958. 
Congressman WILBUR D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN MILLS: As you know, from communications from our na- 
tional office and from the leagues in Arkansas, the League of Women Voters is 
very much concerned about reciprocal trade. As President Eisenhower and 
several of his Cabinet members have pointed out, the extension of the Trade 
Agreements Act is essential for our own economic development, as well as that 
of our allies, and even for the peace of the world. 

Aided by our Marshall plan and through their own efforts and other favor- 
able circumstances, most of the countries of the world have been able to 
rebuild old or start new operations which have put them in position to exchange 
goods or services for other goods or services. Since many of these wanted 
goods are produced in the United States, let us buy from other countries so that 
they in turn, will have dollars to buy from us. 

At this time when our national employment is down, let us not threaten 
the 4,500,000 whose jobs are directly related to imports. This figure far out- 
shadows the 100,000 who may be adversely affected. We of the League of 
Women Voters feel that some program of adjustment for such industries may 
be necessary, but that shutting the trade door is not the answer. 

The common market is a great step forward for our European friends. More- 
over, it is necessary that the United States of America cooperate to get certain 
of our exportable goods through to them before tariff barriers are raised 
against us. It is certainly within the realm of possibility that if we don’t buy 
what they now have to sell and sell them what we make efficiently, they may 
decide to produce the latter and shut us out with a prohibitive tariff. 

And the Asian countries need so many things from us. In most cases they are 
more than willing to buy them if we will let them earn dollars by selling to 
us. If the free nations of the world can not accommodate this market, it is 
obvious where they will turn. For them, as well as all other producing coun- 
tries, a more liberal time allowance is also necessary. Unless foreign busi- 
nessmen are more nearly assured of a market for several years, they cannot 
afford the preparation required. 

All Americans are customers. A vigorous world trade makes it possible for us 
all to have a wider selection and a more economical one if tariff increases do 
not add too much to the price of imports, or “subsidize” inefficient home in- 
dustries. 

In addition, we should like also to urge sincere consideration on the part of 
the Ways and Means Committee of the bill for the ratification of the Organi- 
zation for Trade Cooperation. We have tried to point out some of the reasons 
why the League of Women Voters is in favor of the Reciprocal Trade Act. We 
also feel that the yearly General Agreements on Tariffs and Trade (GATT) 
needs to be secured by an organization, and are urging the Congress to au- 
thorize legislation so that the United States may participate in OTC. 

Mr. Mills, will you please use your influence as committee chairman to see 
that both these bills—for extension to 5 years of reciprocal trade, and mem- 
bership in OTC—are reported favorably out of the committee onto the floor of 
the House. 

Respectfully yours, ; 
Mrs. Joun A. CAMPBELL, State President. 
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UNITED CHURCH or CHRIST, 
CoUNCIL FOR CHRISTIAN Socrat ACTION, 


New York, N. Y., March 8, 1958. 
The Honorable WiILBuR D. MILLs, 


Chairman, Committee on Ways and Means, 
1102 New House Office Building, Washington, D. C. 


Deak Mr. CHAIRMAN: In connection with the hearings being held on the 
renewal of the Trade Agreements Act, I submit herewith in triplicate, the fol- 
lowing materials: 

1. A statement adopted by the General Council of the Congregational Chris- 
tian Churches, at Omaha, Nebr., June 1956. 

2. A statement by the Council for Christian Social Action of the United 
Church of Christ, adopted in January 1958. The United Church of Christ is a 
union of the Congregational Christian Churches and the Evangelical and Re- 
formed Church. 

The first statement, which was widely discussed in the Congregational Chris- 
tian Churches before its adoption by the general council, supports the reciprocal 
trade agreements legislation and also United States membership in the Organi- 
zation for Trade Cooperation. The second statement specifically supports a 
5-year extension of the reciprocal trade agreements legislation. 

Sincerely yours, 
HERMAN F. REIssIe, 
International Relations Secretary. 


RESOLUTION ON INTERNATIONAL TRADE BY THE GENERAL COUNCIL OF THE CONGRE- 
GATIONAL CHRISTIAN CHURCHES, OMAHA, NEBR., JUNE 1956 


The livelihood of men and women in most countries is closely related to the 
volume of international trade. The United States, as the world’s richest and 
greatest creditor Nation, has a special obligation to follow domestic and inter- 
national practices which will increase the flow of such trade. We support the 
United States program of reciprocal-trade agreements and its international 
counterpart, the General Agreement on Tariffs and Trade. We urge that the 
United States join the Organization for Trade Cooperation, which provides the 
administrative machinery for the General Agreement on Tariffs and Trade. 


STATEMENT ON INTERNATIONAL TRADE ADOPTED BY THE COUNCIL FOR CHRISTIAN 
Socran AcTION, UNITED CHURCH OF CHRIST, JANUARY 1958 


As against once defensible high tariff practices, we support international 
trade policies which will facilitate the buying and selling necessary to the 
welfare of all countries, including our own. And to this end we urge, as recom- 
mended by the administration, a 5-year extension of the reciprocal-trade agree- 
iments legislation without crippling amendments and, also, United States mem- 
bership in the Organization for Trade Cooperation. 


The Carman. This completes the call of the calendar today. 
Without objection, the committee adjourns until 10 a. m. tomorrow. 
(The following statement was received for the record :) 


STATEMENT REGARDING THE TRADE-AGREEMENTS PROGRAM BY NATIONAL FOREIGN 
Trape Councit, INc., New York, N. Y. 


The National Foreign Trade Council believes that a large and expanding 
volume of international trade provides an effective and major contribution to 
the building up of that economic strength necessary for our continued security 
and freedom. 

The United States today is more dependent than ever upon the maintenance 
of a high and rising level of international trade. This dependence on inter- 
national trade has become intensified since inauguration of the trade-agree- 
ments program in 1934, as our population and our economy have expanded. 
Now and in the future we must increasingly rely on exports, and reciprocally 
on expanded imports especially of strategic and other raw materials, if we are 
to have a prosperous and balanced agricultural and industrial economy. 

Exports are of vital importance for a prosperous America. They provide 
broader outlets for American agricultural and industrial products. As our 
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economy expands, we will need to expand foreign markets. For many com- 
modities and products, exports today comprise a highly important part of total 
output, ranging up to 25 percent in many instances and to 50 percent and beyond 
in others. To many American producers, exports are not merely important, 
they are indispensable. And the time will come when exports will be as vital 
to our economy as a whole, as they are now to many producers. 

The present excess in exports may well be a temporary and passing phe- 
nomenon, As other industrial nations improve their production and distribu- 
tion techniques, and as the European coal and steel community and common 
market and similar arrangements become more and more effective, American 
exports wil become increasingly vulnerable to more intensive competition ocea- 
sioned by improvements in foreign product, price, and availability, the tripod 
upon which all successful marketing depends. We should then look to the 
long run as well as the short run and be prepared to meet increased competition 
to our exports. 

As regards imports, the United States today depends on foreign sources for 
a large part of the strategic and other raw-material supplies necessary to meet 
the needs of a high-level peacetime economy and the requirements of national 
defense. In the case of many such commodities, United States production 
accounts for only a small proportion of requirements. Furthermore, our own 
resources of some of the most essential raw materials are rapidly being depleted. 
There are other products for which we are entirely dependent upon foreign 
sources. In addition, this country obtains from abroad a substantial volume 
of semimanufactures and finished products required by the American economy. 

Today more than 4% million American families gain their living in activities 
directly concerned with export and import trade. There is scarcely an indi- 
vidual in the country who is not dependent in some degree upon our inter- 
national commercial activities. All regions and all segments of our economy 
have a stake in the exportation and importation of goods and services. 

A large volume of international trade enlarges opportunities for the less 
developed countries to sell increased quantities of the raw materials, foodstuffs, 
and other goods which they can currently produce. It thus makes it possible for 
these countries to obtain from the industrially more advanced nations the 
capital goods and other products needed to further develop their economies, 
raise living standards, and achieve the diversification essential to economic sta- 
bility and growing prosperity. International trade is a proven means for the 
fulfillment of the aspirations of free peoples for economic and social advancement 
and so contributes to the peace and security of all the free world, including the 
United States. 

It would be extremely unfortunate for the United States to discontinue a pro- 
gram for expanded international trade relations which means so much, both to the 
industrially advanced and less developed nations of the free world, a program in 
which this country has played such an active and leading part for nearly a 
quarter of a century. 

The National Foreign Trade Council considers the United States trade-agree- 
ments program the best mechanism, thus far devised, for maintaining a high 
and rising level of international trade and for preservation and enhancement 
of the world trading relationships required for our expanding prosperity. 

The council urges the enactment of legislation to carry forward the trade- 
agreements program. It recommends that the extension be for a duration suf- 
ficient to stimulate confidence in the stability of our foreign trade policy. 

If the United States is to maintain a vigorous and thriving economy and if it is 
to fulfill its responsibilities in helping to strengthen and preserve the freedom 
and security of this country and other free nations, we must remain strong. 
There should, therefore, be continued authority under the trade-agreements 
program to safeguard vital interests of American producers. 

The council believes that failure of the United States to support the trade- 
agreements program at this time would have a bad psychological effect and would 
be a serious blow to world confidence and to the trade relationships between free 
nations upon which rests to a very great extent the ability of free peoples to 
advance their well-being and, at the same time, remain free. 


(Whereupon, at 3:24 p. m. Monday, February 24, 1958, the com- 
mittee recessed to reconvene at 10 a. m., Tuesday, February 25, 1958.) 
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TUESDAY, FEBRUARY 25, 1958 
House or RepreseNnvrAatTIvEs, 
Com™MitTRE ON Ways AND Mzans, 
Washington, D. ¢ 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuHamman. The committee will please come to order. 

The Chair understands that Mr. Edwin E. Marsh, who is listed as 
the third witness, must appear before another committee of Con- 
gress at 10:30 

Without objection, the Chair will recognize Mr. Marsh for 8 min- 
utes as the first witness this morning. 

Is Mr. Marsh present ? 


STATEMENT OF EDWIN E. MARSH, EXECUTIVE SECRETARY, NA- 
TIONAL WOOL GROWERS ASSOCIATION, SALT LAKE CITY, UTAH 


Mr. Marsu. Yes, sir. 

The Cuarrman. Mr. Marsh, please come forward and identify your- 
self for the purpose of the rec ord by giving us your name, address, 
and capacity in which you appeat 

Mr. Marsu. Edwin E. Marsh, executive secretary, National Wool 
Growers Association, Salt Lake City, Utah. 

The CHarrmMan. You are recognized, sir. 

Can you complete your st atement in the 8 minutes allotted to you? 

Mr. Marsu. Yes, sir. 

[ appreciate your courtesy in giving me this earlier hearing. 

The National W ool Growers Associ li ition is the oldest national live- 
stock organization in the United States, and for 92 years our asso- 
ciation has been the recognized spokesman for the farmers and ranch- 
ers of the Nation who grow wool and lambs. 

[ am also authorized to present this statement in behalf of the 
National Wool Marketing Corp. with headquarters in Boston, mane. 
The National Wool Marketing C orp. is the largest grower-coopera 
tive wool-marketing organization in the United States and has some 

85,000 woolgrowers in its membership. 

I am sure this committee and the Congress is aware of the economic 
plight of the domestic woolgrowing industry during the last decade. 
Already hard hit by a squeeze between price ceilings and mounting 
costs during W orld War II, the industry faced almost certain ex 
tinction when in 1948 a 25-percent reduction in wool tariffs was ne 
gotiated under the Trade Agreements Act. Ineffective methods of 
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obtaining relief under the act allowed the situation to get so bad 
from import competition that by 1954 the industry had lost almost 
50 percent of its production. Congress, therefore, found it necessary 
to enact special legislation to prevent these imports from completely 
destroying American production. 

With that knowledge, I am sure this committee will understand 
the people of our industry have studied this situation quite carefully. 
Our experience leads us to believe that in the consideration of this 
legislation the welfare of the American producing economy, including 
industry, agriculture, and labor, depend primarily upon three basic 
concepts. These are: 

1. Restoration of the constitutional right of Congress to ratify 
all treaties and establish tariffs. 

2. Strengthening the authority of the United States Tariff Com- 
mission as an arm of Congress. Recommendations of this body for 
the protection of domestic industries through the escape clause of 
the Reciprocal Trade Agreements Act should be tranmitted to Con- 
gress, if higher approval is required, rather than to the executive 
branch of the Government. 

3. Clarification of the language of the escape clause so that Con- 
gress can specify that import quotas may be readily applied to halt 
injury to American producers. 

We do not pretend, as woolgrowers, to know the language which 
should be set forth in the act and the exact method by which those 
three basic principles can be attained. We do feel | Rotcetoes that 
there are important reasons for these principles to be enacted into 
law. 

American labor and industry can register their sentiments on the 
establishment of administration policies through their vote at the 
polls once every 4 years in the election of the President and the Vice 
President. Out of the vast executive branch of Government only the 
President is directly responsible to the people at the polls. However, 
we do have the opportunity every 2 years to express our sentiments 
in the establishment of Government policies through our vote for the 
Members of Congress. 

We do feel, therefore, that our representatives in the Congress are 
much more responsive to the needs of their districts than is the execu- 
tive branch. Congressmen have a greater knowledge of the impact 
of injury on domestic industry and labor than do the tariff and trade 
policymakers for the administration. We feel that entirely too much 
of this trade policy is determined by the career members of the State 
Department who are dealing in international affairs without full 
knowledge of, concern for, or responsibility to the American pro- 
ducers. 

Therefore, we are concerned with what we consider abandonment 
by Congress of these rights of the people to control foreign trade 
through their representatives in Congress, as set forth in the Consti- 
tution, through delegation of final authority on these matters to the 
executive branch of Government. 

It is true that Congress has set up safeguards in the Trade Agree- 
ments Act which have been established for the protection of domestic 
industry. However, in many instances we feel the effectiveness of 
these intended safeguards has been nullified by the wide diseretionary 
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powers vested in the executive branch of the Government which permit 
the overruling of Tariff Commission recommendations. Administra- 
tive decisions have obviously been strongly influenced by considera- 
tions far removed from those intended by Congress when safeguard 
provisions of the statutes were enacted. 

We, therefore, feel that Congress must insist that any international 
agreements concerning the est: ablishment of tariff rates be considered 
as treaties on the one hand and acts concerning the establishment of 
tariffs on the other hand. These come within the province of the 
duties of Congr ess to establish and, therefore, they should be submitted 
to the Congress for ratification before they eas Sa effective. 

For this same reason, we feel that when the Tariff Commission takes 
action on the question of needed protection of an American industry 
under the escape clause, this same principle of constitutional responsi- 
bility is nullified if their decision is subject to the will of the adminis- 
tration rather than the will of the Congress. 

We, therefore, strongly urge that. these recommendations of the 
Tariff Commission be submitted to Congress if it is necessary that 
they be ratified before they become final “and binding. 

Varying wage rates and costs of production in foreign countries, 
as well as gov ernment control of currency and exchange ‘ates, serve 
in many instances to reduce the effectiveness of specific dollars and 
cents tariff rates. As woolgrowers, we have found this to be true. 
We, therefore, believe that quotas sometimes prove the most effective 
means of prov riding protection for the American producer. 

We think, therefore, that the escape-clause procedures and authori- 
ties should be clarified and strengthened to provide this as a method of 
protection through action of the Tariff Commission and the Congress. 

Here again we are not a legal authority on the language required. 
But I am sure that if Congress were to specify quotas as a readily 
acceptable method of protection under escape-clause procedure, it 
would do a great deal to make any trade agreements act more workable. 

We feel there is a definite conflict between the policies established 
by the Congress for the support of agricultural prices and the policies 
adopted by the administration under the Trade Agreements Act on 
foreign trade. We have, on the one hand, Congress establishing a 
policy that American farm prices will be supported to protect the 
agricultural segment of our economy. On the other hand, we have 
the administration using their powers to cut tariffs on competing 
products, both in their raw and manufactured state, forcing down 
prices received by American producers and increasing the required 
appropriations to support farm prices. 

Therefore, we feel that the provisions of section 22 of the Agri- 
cultural Adjustment Act should be strengthened so that when ‘the 
Tariff Commission finds that imports are damaging a farm-support 
program, their decision is binding, subject only to a review by 
Congress. 

In other words, we feel that protection not only for the American 
producers but also for the United States Treasury, through which 
our farm programs are supported, should, as in our recommendations 
for the escape-clause procedure, be determined by the Congress or its 
arm, the Tariff Commission. 
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This is important not only as far as wool is concerned. More than 
50 percent of the United States sheep producers’ income is derived 
from the sale of lambs. New freezing processes for dressed meats in 
foreign countries where labor and production costs are much lower 
than ours already pose a threat to our dressed-meat markets. The 
threat of increased imports of lamb from New Zealand is already 
upon us. 

During certain seasons of the year, a small increase in the supply 
of dressed lamb can break our market. With low production costs in 
New Zealand, for example, and a tariff on dressed lamb imports to 
the United States of only 314 cents per pound, domestic lamb pro- 
ducers face serious trouble. We doubt that the present ineffective 
means of seeking relief either through the escape clause or section 22 
can save the sheep industry from severe damage if this is not corrected. 

In summation, we feel any foreign trade program will work both 
internationally and domestically only if it is under the control of 
Congress so that American labor, American agriculture, and American 
industry can look to their elected representatives to establish policies 
in the best interest of the Nation, as well as our best interests on the 
international scene. Producers and labor must be economically strong 
if they are to pay the tax bill to keep America’s leadership position 
in the tense international situation of today. 

The Cuamman. Are there any questions of Mr. Marsh? 

Mr. Reed. 

Mr. Reepv. Mr. Marsh, you have made a very fine statement. 

Mr. Marsn. Thank you. 

Mr. Reep. I was very much impressed with what you said in regard 
to New Zealand. Some years ago I had occasion to study the situation 
in New Zealand in regard to sheep. 

New Zealand operates their government very much for the benefit 
of the sheep-growing people there? 

Mr. Marsn. Yes, that is true. 

Mr. Rerp. I know they have an arrangement for the farmer who 
is quite some distance from the port where they ship the sheep and 
from where they slaughter and handle them and all that. They have 
an advantage there that we would not get here in this country. 

Mr. Marsu. Yes. 

Mr. Reep. So the competition from New Zealand is a very dan- 
gerous thing. 

Mr. Mars. It isn’t upon us yet in any great degree, but we know 
from correspondence we have had from New Zealand, that the sheep 
producers there would like to get a portion of our lamb market. 

Mr. Reep. We have the finest market in the world. 

Mr. Marsu. Yes. 

Mr. Reep. There is one other point you made, and that is that Con- 
gress is closer to the people and their problems than any bureaucrats 
could ever possibly be. Is that not true? 

Mr. Marsu. That is our feeling. 

Mr. Reep. I think that is why originally this power of making the 
tariff rates was placed in the hands of Congress. 

Mr. Marsu. Yes. 

Mr. Reep. It was never intended to be taken away from them. 

Thank you very much. 
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The Cuarrman. Are there any further questions? 

If not, Mr. Marsh, we thank you, sir, for coming to the committee 
and giving us the benefit of your views and those of your organiza- 
tion. Thank you very much. 

Mr. Marsu. Thank you, Mr. Mills. 

The Cuairman. Thank you. 

Our next witnesses represent the National Electrical Manufac- 
turers Association. 

Do all three of you gentlemen desire to be at the witness table at 
the same time? 

You are Mr. Metz? 


STATEMENTS OF A. F. METZ, CHAIRMAN, IMPORT COMMITTEE; 
R. N. McCOLLUM, CHAIRMAN, TRANSFORMER SECTION; AND 
W. J. RHEINGANS, HYDRAULIC TURBINE SECTION, NATIONAL 
ELECTRICAL MANUFACTURERS ASSOCIATION 


Mr. Merz. Iam Mr. Metz. 

The CuarrMan. Will you identify yourself for the record by giving 
us your name, address, and capacity in which you appear. 

Mr. Merz. My name is A. F. Metz, and I am chairman of the im- 
port committee of the National Electrical Manufacturers Association, 
with headquarters in New York City. 

The Cuarrman. Is Mr. McCollum not present ? 

Mr. Merz. Mr. McCollum doesn’t seem to have arrived as yet, but 
Mr. Rheingans is here to answer questions, and we have attempted 
to put our thinking in one presentation. 

The CuHatrMANn. You want to be recognized for 10 minutes, and 
then Mr. Rheingans for 5 minutes, and then Mr. McCollum for 5 
minutes ? 

Mr. Merz. If we can put the whole thing together for the one pres- 
entation, we would like that. 

The CuatrMan._ You are recognized, and, before you start, please 
identify yourself for the record. 

Mr. Ruemneans. I am W. J. Rheingans, chairman of the hydraulic 
turbine section of NEMA, 

The Cuarmman. You gentlemen are recognized for the 20 minutes 
that we have allotted to you. 

Mr. Metz, I notice bakers us here a rather sizable document. 

Mr. Merz. It is mostly appendixes, sir, which we would like to 
have made part of the record. 

The Cuamman. You could not complete all of this in that 20 
minutes. 

Without objection, this will be made a part of the record. 

Mr. Merz. Just the white sheets constitute the presentation. 

Mr. Chairman and members of the committee, I am A. F. Metz, 
chairman of the import committee of the National Electrical Manu- 
facturers Association, authorized to present this brief in behalf of 
the import committee. 

The Cuarrman. Let us let Mr. McCollom identify himself for the 
record. 

Please give us your name, address, and the capacity in which you 
appear. 
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Mr. McCottom. I am Robert N. McCollom, chairman of the trans- 
former section of the National Electrical Manufacturers Association. 

The Cuarman. Go ahead, Mr. Metz. 

Mr. Merz. This association is comprised of some 80 product sec- 
tions, each of which can be considered an individual industry. 

In ‘making this presentation we wish to make clear at the outset that 
our case is based on considerations of national security and national 
defense. Regardless of how one feels about the issue of free trade 
on the one hand or protectionism on the other, it is our contention 
that where national security is involved, that consideration must be 
paramount. It is because we feel that heavy power producing ene 
ment is essential to national security that we urge special considera 
tion be given to the acquisition of this equipment. 


NATIONAL SECURITY 


Our Nation is dependent upon electrical energy. It is essential to 
defensive equipment and systems, such as missile guidance and inter- 
ception systems; manufacture of all kinds of arms, weapons, and 
munitions; manufacture of fissionable material; all other types of 
industrial production; telecommunications; mining operations; hos- 
pital care and the manufacture of medicines; important elements of 
cur transportation system; and numerious other defense and civilian 
activities of our Nation. 

The essentiality of electrical energy, particularly for defense, has 
been pointed up by many high authorities. 

The Joint Committee on Defense Production has repeatedly stated 
that the United States “must be backed by an adequate and unfailing 
supply of electric power.” 

Again, they have stated: 

The continued interest of this study—of the wartime requirements for electric 
power—by your committee has been based on the belief that the needs for electric 
power in time of War are not known, that electric power is vitally necessary for 
industrial production, that there is no present substitute for electric power, that 


plans must be made far in advance of actual use and that part of our facilities 
would be destroyed in the event of attack. 


The United States Strategic Bombing Survey, after on-the-spot and 
widespread investigations in Germany and Japan following World 
War IT, came to these cone ‘lusions, among others: 


Plants generating electric energy from fuel are very vulnerable targets—to 
aerial attack. It is hardly possible to drop a bomb having a sufficiently delayed 
action fuse into a boiler or turbine room without causing damages which either 
stops or greatly reduces the plant output. This is because the conversion of 
chemical energy into fuel, first into heat, then into mechanical energy, and finally 
into electrical energy, constitutes a chain of many links, each of which is vital 
to the process. Eruption of any one link will break the chain and the entire 
generating process is brought to a halt. 

The duration of such an interruption may be anything from a few minutes up 
to a year or more, depending upon which part of the process is involved and the 
nature and the extent of the damage. * * * A hydroelectric generating station is 
almost as vulnerable to aerial attack as a thermal electric generating station. 
* * * The mere flooding of the electrical apparatus in the station, even though 
the machines themselves are not washed away or damaged beyond repair, would 
close down the plant for a period of many months. 


The Rockefeller Fund Report on “The National Security—The 
Military Aspect” states in part that “It is possible to construct weapons 
of almost any explosive power.” 
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The immensity of this destructive power and our dependence on 
electrical energy increases the importance of each and every piece of 
power-producing and transmission equipment and each and every 
plant equipped to manufacture and repair such equipment. 

Defense Mobilizer Gordon Gray states that— 


We must achieve a state of national mobilization readiness whether it be for a 
brush fire or a space war. 


In a report to Mr. Gray concerning the maintenance of the mobiliza- 
tion base, a special stockpile advisory committee had this to say: 


MAINTENANCE OF THE MOBILIZATION BASE 

When there is domestic production of a strategic and critical material important 
to defense, there is less need for a stockpile. Many materials are not now 
stockpiled simply because domestic productive capacity and resources appear 
adequate for foreseeable future defense needs. 

In some instances, stockpile procurement has been used to maintain essential 
productive capacity that had been threatened by economic problems. Procure- 
ment for the stockpile, however, is not necessarily either the best way or the 
only way of maintaining essential productive capacity. When maintenance of 
essential industry appears necessary, a plan should be developed to make ap- 
propriate use of each of the existing authorities of Government. These would 
include possible tariff adjustments, imposition of quotas, tax concessions, and 
the installations of Government-owned equipment in privately owned plants. 
If existing statutory authorities are inadequate, additional legislation should 
be requested. If stockpile procurement is used primarily to accomplish domes- 
tice or foreign economic objectives, such activity should be clearly explained 
to the public. 

Our Government must be concerned with these defense considera- 
tions regardless of the type of war which may be anticipated. 

The Rockefeller Fund Report also states : 

Among the possible challenges we may confront, three stand out most starkly: 
All-out war, limited war, and a kind of war new to the 20th century and highly 
developed by the Communists—the disguised or obscure war concealed as in- 
ternal subversion or takeover by coup d’etat or civil war. 

It would be national suicide to plan on the assumption that any war 
must be atomic war and mass destruction, for as soon as we make this 
planning mistake the Communist movement will be sure to give us 
another type of war or aggression. 

Therefore, because of the essentiality of electrical energy to national 
survival, it is urgent that every precaution be taken to protect our 
electrical energy supply. 

We believe that under these circumstances the importation of for- 
eign- made power equipment and its use in our electric power system 
constitutes an impairment of national security. 

In a statement on October 10, 1956, to the so-called Boggs Subcom- 
mittee, which is an appendix to this statement, we rec ommended cer- 
tain categories of equipment with res ves to which it is essential that 
they be procured from domestic suppliers. We urge that the follow- 
ing equipment for the generation, transmission, and distribution of 
electric power essential to the national defense be not subject to bids 
of bags producers : 

. Hydraulic, steam, and gas turbines, governors and generators. 
Transfor mers above 10, 000 kv-a. 

3 Switchgear, inc Juding breakers, high-voltage insulators, dis- 

connect swite hes, lighting arresters, and associated gear above 106 kv. 
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4. Synchronous condensers above 10,000 kv.-a. 

5. Instrument transformers above 50 kv. 

6. Motors, a. c. and d. c. above 500 hp. 

These products represent only a very small percentage of the total 
products within the scope of the electrical manufacturing industry. 
They have in common a number of highly critical characteristics. 
They are, for the most part, prime capital goods representing large, 
long-term investments both in the basic peacetime economy of the 
United States and in the Nation’s defense potential; they are inher- 
ently related to the generation, transmission, and distribution of elec- 
tricity in our vast electric-power programs; they are custom designed 
and custom made; and they are, almost w ithout exception, enormous 
mechanisms involving in many instances millions of pounds of ma- 
terial and hundreds of thousands of skilled man-hours. 

Construction of some of the larger a takes literally years to 
complete. A single custom-built turbine, waterwheel generator, or 
transformer, for example, may cost baaadenia of thousands of dollars 
and have an ‘expected continuous life of over 50 years if properly serv- 
iced and maintained. Just one of the generators valled for by the 
McNary Dam bids is equivalent to material used in 530 large automo- 
biles, or 7,000 large-size refrigerators. It requires over 3 million 
pounds of metal and 550,000 man-hours of skilled labor, including 
many man-hours of engineering, research, development, and super- 
vision. After installation these units play an important role in sup- 
plying a continuous flow of essential electric power to every sector of 
the American economy ; the productive capacity of the Nation is di- 
rectly dependent upon their efficient and continuous operation. 

The purchaser and user of power and transmission equipment is 
substantially dependent upon the original manufacturer for service, 
maintenance, repair, and the supply of repair and replacement parts. 
Each piece of equipment of this type is completely tailormade and de- 
signed for specific installation. It has no counterpart anywhere else 
in the world. Specialized knowledge and experience in hydrodynam- 
ics and thermal electric principles and their application, large critical 
metalworking tools, and large plant facilities are required for the 
manufacture and the repair of such equipment and for the manufac- 
ture of replacement parts. 

Because of the different engineering designs, manufacturing tech- 
niques, and units of measure used by European manufacturers, it takes 
an American manufacturer a considerably greater length of time to re- 
pair European equipment than would be the case for one domestic 
manufacturer to repair his own equipment or even that of another do- 
mestic manufacturer. For example, it has been estimated that it 
would take 2 to 3 times as many man-hours to complete a major repair 
on a foreign-built power transformer than would be required to com- 
plete the same repair on comparable equipment of American design 
and manufacture. These difficulties are increased substantially when 
design drawings are not available and are critically compounded dur- 
ing a war emergency. 

Unless foreign producers elect to set up manufacturing facilities 
here in the United States for the power and transmission equipment 
which they sell to American purchasers—in which event they would 
become American producers—they are not going to have the necessary 
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qualified manpower and facilities which are required to give American 
users the type of repair and maintenance services that are required for 
the defense and security of our Nation and which enables us to make 
our major contribution to the defense of the free world. As matters 
now stand, defective foreign equipment is moving back and forth 
across the ocean, fortunately peaceful waters at the moment. 

In a number of instances the performance of European equipment 
purchased for installation in the United States has not measured up 
to the equipment produced by American manufacturers and to the 
requirements of the particular installations for which they were built. 
Frequently the equipment has failed to meet specifications even after 
redesigning and rebuilding. 

The American industry which manufactures power and transmis- 
sion equipment is fully prepared to meet its obligations to the Nation 
and to its purchasers. The American manufacturing industry main- 
tains a field staff of over 3,000 service engineers and 5,000 service tech- 
nicians, located widely throughout the United States. These persons 
are in addition to the research, development, and design engineering 
staffs. The geographical coverage is such that within a few hours 
practically every important power-generating station can be reached. 
Supporting this service are manufacturing plants in many cities across 
the country and well-equipped repair shops located in every important 
center. The personnel which supervises and performs this fieldwork 
are highly trained and have skilled and intimate knowledge of the 
domestic equipment. Purchase of American equipment encourages 
the continuation of this remarkable organization ; purchase of foreign 
equipment undermines its effectiveness and its continued existence. 

We believe that early action by the Congress is necessary to protect 
our electric power supply. We have repeatedly urged the executive 
branch of our Federal Government to take appropriate steps to solve 
this problem. We began this effort in 1951 when this problem first 
arose following World War II. Various sections of NEMA and 
individual manufacturers have repeatedly pointed out to the officials 
in the executive branch of the Government the serious defense con- 
sideration involved when foreign-made electric power equipment is 
installed in our Nation’s power system. The hydraulic turbine sec- 
tion of the association requested the establishment of an interagency 
committee to review this problem. This committe was established in 
late March 1956, after a letter had been written to the President. 

The interagency committee spent more than a year studying the 
problem. The Director of the Office of Defense Mobilization reviewed 
the committee’s findings and recognized “the importance of the engi- 
neering, skills, and tools of the hydraulic turbine industry, to national 
defense. At the same time, however, the Director of ODM decided 
that the question of limitation of Federal procurement of hydraulic 
turbines to American manufacturers should be decided on a case-by- 
case basis. This determination does not meet the basic security con- 
siderations. The transformer section of the association has taken 
similar steps, but action so far fails again to come to grips with the 
basic defense considerations. 

Actually, the situation has worsened substantially since 1951. In 
1957 foreign manufacturers captured half the average annual Amer- 
ican market for hydraulic turbines. In 1956 the Corps of Engineers 
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bought 26 percent of all types of electric power equipment from for- 
eign sources, Bonneville Power Administration 39 percent, and the 
Bureau of Reclamation 47 percent. This, however, does not tell the 
full story because to date foreign manufacturers have bid on a very 
selective basis. Thus, in 1953 on the jobs for electric power equip- 
ment on which they did bid, the Corps of Engineers awarded 55 per- 
cent of the dollar amount to foreign producer s, and the Bureau of 
Reclamation 75 percent. 

This alarming trend has developed despite the fact that : 

The principal public interest objective of the Buy American Act 
requires that the Federal Government purchase American products; 

The executive branch of the Government recognizes the importance 
of electric power to the Nation; 

The executive branch recognizes the important defense contribu- 
tions of the power and transmission equipment manufacturing indus- 
try and its repair and maintenance services, and ; 

Executive Order 10: 582, issued pursuant to the Buy American Act, 
contains several provisions which can easily correct this situation, at 
least as it applies to Federal procurement of power-producing and 
transmission equipment. 

Obviously, in view of this trend, there is no hope of any appeal to 
the executive branch of the Government in connection with the na- 
tional security amendment as it is presently written. 

We realize, of course, that the executive branch of the Govern- 
ment is snbject to tremendous pressures from abroad in its conduct 
of foreign affairs and that, in the day-to-day give and take of diplo- 
macy, many meritorious considerations must be relegated to the back- 
ground temporarily. 

We believe, however, that it is dangerous for considerations involv- 
ing our electric-power supply and its Telat ionship to national security, 
defense, and survival to be subjected to the dynamics of daily diplo- 
macy. As matters now stand, nearly every time an American pur- 
chaser buys power and transmission equipment for use in the United 
States from an American manufacturer when a foreign manufacturer 
has bid lower, foreign governments, foreign nationals, and persons 
in the United States unfamiliar with the full facts regarding the 
essentiality of electric power and the critical need for repair and 
maintenance severely criticize our Nation, our Government, and our 
policies. This situation is unstable, it fails to plan and provide for 
present and long-term needs, and it creates serious international ill 
will. A statutory declaration of policy is essential. For these rea- 
sons, then, we appeal to you for an appropriate legislative remedy. 

Public policy prec edents in the United States and abroad already 
exist supporting positive action by the Congress: 

(a) In its passage of the national security amendment to the Trade 
Agreements Act, the Congress gave recognition to the fact that na- 
tional defense and security interests must be protected and to the 
fullest extent necessary to eliminate a threat to national sec urity. 

(6) The General Agreement on Tariffs and Trade, approved in 
1947 a now signed by 37 countries, permits individual nations to 
take steps necessary to protect their national sec urity and defense 
interests. 
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(c) Over the last 30 and more years, nations have taken steps to 
protect their national security interests. Beyond that, most nations 
act quickly to protect domestic industries. For example, in 1921 the 
British Parliament passed the Safeguarding of Industries Act, which 
states that it is— 

An act to impose duties and customs on certain goods with a view to the 
safeguarding of certain special industries and the safeguarding of employment 
in industries of the United Kingdom against the effects of the depreciation of 
foreign currencies, and the disposal of imported goods at prices below the cost 
of production, and for purposes connected therewith. 

This act is currently being used to protect domestic producers of 
certain types of stiches The Swiss impose import restrictions on 
heavy lorries, buses, and agricultural tractors, for reasons of national 
security. 

(d) Those countries which have industries that manufacture power- 
producing and transmission equipment take positive action to safe- 
guard their electricity supply and the industries which can manufac- 
ture, repair, maintain, and service this equipment. For example, since 
its creation in 1947, the Central Electricity Authority of Great Britain 
has limited its procurement of power and transmission equipment to 
domestic suppliers because, as its official report to a Parliamentary 
Committee of Inquiry states : 

It would be unwise for the electricity supply industry (of England and Wales) 
to be dependent upon foreign manufacturers for spares and maintenance. 
The Central Electricity Authority is the Government agency charged 
with the responsibility for generation and transmission of electrical 
energy and is practically the only purchaser of this type of equipment 
in all of England and Wales. 


RECOMMENDATION 


We believe, on balance with all the facts carefully weighed and con- 
sidered, it is required in the public interest for Congress to declare, 
as a part of any trade agreements act, that importation of power- 
producing and transmission equipment of the kind we have defined for 
use in hydroelectric and hertnal obectiie power projects, if of a kind 
or type manufactured in the United States, shall be considered an 
impairment of national security and proper steps be taken to prevent 
such importation. 

GENERAL OBSERVATIONS 


With the indulgence of the committee, I would like to make some 
general observations with respect to electrical products other than 
those in the limited categories above referred to. 

There are many more electrical products which are not only essen- 
tial to the generation and transmission of electrical energy, but which 
are directly used in expendable and other combat supplies. Such 
items embrace wire and cable, insulators, integral horsepower motors, 
fractional horsepower motors, communication equipment, and many 
others. 

The needs of the Armed Forces of the Defense Department today 
for costly research and development work are imposing heavy de- 
mands on electrical manufacturers. It is essential that this work be 
carried on in order to provide improvements in the highly special and 
technical products for vital programs of the services such as the fol- 
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lowing: Atom propulsion, radar screens, harbor defense, mines, mine- 
sweeping, low-loss communications, long-distance, short wave com- 
munications, electronic equipment, high temper ature aircraft wiring, 
low temperature installations in polar regions, submarine sonar cables, 
missiles, missile training centers, missile defense, and many others. 

We therefore urge again that the products of these manufacturers 
be given proper tariff examination to insure the continuance of their 
facilities and skills in their production of critical defense products 
and products which are an integral part of the country’s generating 
and transmission facilities. 

This country has historically and successfully fostered the develop- 
ment of its industries and its talents by means of protection from un- 
fair foreign competition. Through that protection it has developed 
the production and marketing genius and concurrent raising of in- 
come levels to a degree surpassing any other area in the world. We 
further submit that in this process we continue to contribute a very 
substantial import and export volume to world trade. 

If from time to time exports or imports have grown disproportion- 
ately, a balance should not be sought by the enforced liquidation of 
jobs, industries, and investments. “This is certainly an unwarranted 
destructive course. And these items are certainly critical today. 

Competition, domestically, has thrived because of the conformity 
of economic conditions throughout our 48 States. In like manner, in- 
ternational trade relations can develop competition with justice to all 
competitors provided due allowances and restrictions for variations 
in wage and living standards between international competitors are 
effected. The effectiveness of this farsighted policy has proven that 
it is and should be recommended to other countries of the free world 
who wish to attain like results. Certainly all such countries should 
be obliged to recognize these policies in negotiating mutual tariff ar- 
rangements with us. 

A trade policy which rewards countries that honestly strive for 
their own success is far more constructive than a policy embracing 
tariff and subsidies to those who have sonitribated nothing to the 
markets they wish to exploit and nothing to their own improvement 
by way of exploitation of their own markets. 

We protest any inequitable tariff concessions without a cor- 
responding quid pro quo in the way of meeting our wage and living 
standards. 

We submit that across-the-board manipulation and juggling of 
tariffs lacks all sense of logic and that every product must be continu- 
ally subject to its own examination as to its proper tariff requirements, 
if any. 

We, therefore, urge that Congress give serious consideration to the 
repeated rec ommendations of many exports and that the approach to 
the tariff be on the basis of a product-by-product consideration. 

Thank you, Mr. Chairman. 

(The appendixes are as follows :) 


STATEMENT PRESENTED ON BEHALF OF WIRE AND CABLE SECTION OF THE NATIONAL 
ELECTRICAL MANUFACTURERS ASSOCIATION 


This statement is submitted on behalf of those manufacturers who are members 
of the wire and cable section of the National Electrical Manufacturers Associa- 
tion who manufacture equipment that is vital to the generation and conversion of 
electric power and used directly in strategic defense material and supplies. 
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WIRE AND CABLE 


There exists great apprehension in the wire and cable industry as to what 
is quite evidently an increasingly serious influx of importations of wire and 
cable in many important categories, These imports are now of such size as to 
cause unemployment in plants manufacturing products requiring engineering re- 
sources and manufacturing skill. Further, these items constitute the highly 
technical background from which strategic defense materials are spawned and 
developed. 

Following are cited a number of comments from individual companies in 
the wire and cable industry, documenting the above statement: 

(a) From information garnered by our sales force, it would appear that the 
greatest competition in foreign wire lies almost exclusively in the finer gages of 
copper magnet wire. The primary sources of supply in order of their importance 
are German, Dutch, English, and to extreme limited degrees Canadian and 
Japanese. 

Our major source of concern lies not so much as regards quality as in the 
effect of the extremely low prices as compared to domestic quotations. It is 
practically impossible for United States producers of magnet wire to compete 
favorably pricewise since foreign wage scales run approximately 25 percent 
of our hourly rated employees. In order for us to circumvent and counteract this 
one-sided advantage, we must concentrate on maintaining and even raising our 
present quality level. In this manner, it might be possible to effect a savings to 
the end user by considerably dropping his reject rate over that of components 
produced with foreign wire. 

In geueral, prices of this competitive material, from gages No. 45 through 
No. 50, break down as follows: 

1. Dutch prices approximately 10 percent less than domestic. 

2. English prices approximately 30 percent less than domestic. 

3. German prices approximately 35 percent less than domestic. 

Prices of 0.0009 and 0.0008 vary with the German quotes about 25 percent off. 
In the extreme fine sizes, German material available is priced considerably lower 
than that of American-made wire and it would appear practically an impossibility 
to arrive at a competitive price. 

It is in this particular category that domestic producers are losing out prac- 
tically entirely to the foreign source. The demand is extremely limited both in 
quantity and in the number of manufacturers who are in a position to use this 
material. 

(b) Based on an adequate sample of awards by municipal governments in the 
Pacific Coast States during the first 6 months of 1957, approximately 58 percent 
of power cable purchased was from foreign sources. 

Based on a similar sampling, but also including United States Government pur- 
chases, the percentage of awards to foreign suppliers of wire and cable during 
the last 60 days of 1957 was approximately 63 percent. 

(c) Electric wire and cable manufacturers are an essential segment of the 
electrical industry representing approximately $1,500 million in sales annually, 
with manufacturing operations in some 22 States in the United States. Unem- 
ployment in these plants has steadily increased due to the general slowing 
down of business and, to some extent, to imports of wire and cable. If the 
trend continues, it will become a serious problem and will add to the number 
of distressed labor areas. 

During the periods in which our country has been involved in wars, the wire 
and cable industry has been in a position to convert almost 100 percent to the 
requirements of the Armed Forces. Several companies received Army-Navy 
awards for their technological skili and contributions to the war effort. 

In order to maintain these companies in a state of preparedness it is necessary 
that they be encouraged to continue their research and development programs. 
In fact, the needs of the Armed Forces of the Defense Department today for 
research and development work are imposing heavy demands on the manufac- 
turers. It is essential that this work be carried on in order to provide improve- 
ments in the highly special and technical products for the following vital pro- 
grams of the services: 

Atomic propulsion 

Radar screens 

Harbor defense &. 

Mines f - 
Mine sweeping &.. 4 


at 
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Low loss communications 

Long distance short wave communications 
Electronic equipment 

High-temperature aircraft wiring 
Low-temperature installations in polar regions 
Submarine sonar cables 

High voltage transmission 

Missiles 

Missile training centers 

Missile defense 

The above are only a part of the continuing requirements of the Armed Forces 
which the electrical wire and cable industry must be in a position to develop, 
design, and produce in tremendous quantities. 

(d) (Note to Congressmen. ) 

As a matter of information, I am reporting to you concerning a recent purchase 
of electrical power cable from a foreign competitor at a price of $1,152 per 1,000 
feet as against the lowest American competitor’s bid of $1,487 per 1,000 feet. This 
product is manufactured by identical processes both here and abroad and foreign 
producers pay Wages and salaries which are 25 percent of those paid here. The 
foreign price is below our cost. 

A previous contract in January of this year was taken by a foreign manufac- 
turer at a price of $22,204 with the nearest domestic competition at a price of 
$27,315. Likewise, this sale was made below domestic cost. 

Although this type of product is decidedly a defense product and should be 
completely protected against confiscating foreign competition, there is, at present, 
producers pay wages and salaries which are 25 percent of those paid here. The 
only recourse possible is through procedures which are so tedious and costly 
and practically require that a business die before any tariff action might be taken. 

Under present conditions, the loss of two contracts could hardly be proved 
injurious. However, it is the beginning of a raid on American markets by 
foreign manufacturers which could eventually confiscate American jobs and 
American capital before the present cumbersome procedures could commence to 
function. Even then, who knows what decision can be expected? Would you 
risk your savings in this kind of future? 

The above information is sent you not only as a warning but in the hope that 
some straight thinking may be given to the subject of international trade and 
that its control be placed completely with the Congress where it constitutionally 
belongs. 

(e) (Note to Congressmen.) 

Since writing you on March 6, 1957, concerning foreign competition in the 
electrical wire and cable business, I am citing below a number of importations 
indicating very serious inroads in our normal business only possible because of 
inadequate tariff protection: 

June 1957—A foreign bid of $16,400 was made against an American bid of 
$19,604.40 for power cable. 

June 1957—A foreign bid of $1,496 against an American bid of $2,279 (power 
cable). 

September 1957—A foreign bid of $196,000 and another for $81,000 was 20 
percent below American bidders (power cable). 

September 1957—A foreign bid of $264,833 was made against an American bid 
of $356,577 (power cable). 

There is considerable labor cost in the above items and our foreign competition 
pays only one-fourth of what is paid to labor in this country. We again call your 
attention to remarks made in our letter of March 6, 1957, copy of which is 
enclosed herewith. 

We also again emphasize that electrical wire and cable is inherently a defense 
product and strongly urge that the next session of Congress prevent the gradual] 
decay of American cable manufacture because of present inadequacies in our 
tariff procedure. 

Imports of wire and cable definitely represent an important problem to the 
American wire and eable industry. 

Attached are a number of records of recent domestic purchases showing the 
seriousness of European competition. 

Customer: U. 8S. Army Signal Supply Agency. 

Date of bid: November 29, 1957. 
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Material: Item 1—58,900 feet; 606 pair 22 AWG; paper-insulated leaded 
armored telephone cable. Item 2—140,700 feet; 404 pair 19 AWG; paper- 
insulated leaded armored telephone cable. Item 3—4,000 feet ; 305 pair 19 AWG; 
paper-insulated leaded double armored telephone cable. Item 4—27,900 feet; 
404 pair 22 AWG; paper-insulated leaded armored telephone cable. 


Prices quoted per thousand feet f. o. b. factory 


| 
Domestic Hackenthal Hensley 











producer Germany England 
Item 1_. bok cedebad — Sanedenndscedenhouds a $3, 698 $2, 825 $2, 700 
Item 2.- Latte did ducdataCebeti~ dnt one sugihwesahhdtintes 4,215 () 3, 050 
Item 3_. inde dbbe-chwheSwilhas shdinde capactbla Ruka 6, 820 (1) (!) 
Item 4__ + ane “6 inehmele anes na . 2, 662 1, 930 2, 000 


1 No bid. 


Awards: Item 1—Hensley. Item 2—Domestic producer on delivery. Item 
3—Domestie producer. Item 4—Hackenthal. 

Customer: United States Army Signal Supply Agency. 

Date of bid: November 18, 1957. 

Material: Item 1—53,750 feet to 215,000 feet; 202 pair 22 AWG: paper- 
insulated leaded armored telephone cable. Item 2—386,175 feet to 147,000 feet ; 
909 pair 22 AWG; paper-insulated leaded armored telephone cable. 





Prices quoted per thousand feet f. 0. b. factory 











Domestic Hackenthal Hensley 

producer Germany | England 
Item 1 a ining $1, 915. 71 $1, 260 $1, 310 
Item 2- ‘ Sdeu bwtiddiwatriddeabskweds iit La wjd consti Same | 3, 500 3, 365 








Awards (reported) : Item 1—Hackenthal. Item 2—Hensley. 

Customer: U. S. Army Signal Supply Agency. 

Dated of bid : October 29, 1957. 

Material: Item 1—332,000 to 1,328,000 feet ; 51 pair 24 AWG; paper-insulated 
leaded telephone cable. Item 2—50,000 to 65,000 feet; 26 pair 22 AWG; paper- 
insulated leaded armored telephone cable. 


Prices quoted per thousand feet f. o. 0. factory 











Domestic Hackenthal Hensley 

producer Germany England 
Item 1-.-. , anise sens $360. 60 $245 | $325 
Item 2. ‘ ‘ ere 550. 91 255 340 








Award (reported) : Hackenthal. 
Customer: United States Army Signal Supply Agency. 
Date of bid: July 22, 1957. 
Material: 142,000 feet, 303 pair 22 AWG; paper-insulated leaded telephone 
cable. 
Prices quoted per thousand feet f. 0. b. factory 











Domestic Hackenthal, Hensley, 
producer Germany England 
Item sites Cita cuctedatehoabiniaeG skbeagledln deme . $1, 753 $1, 113 | $1, 110 


| 
| 


Award: Hensley. 
Customer: City of Seattle. 


Date of bid: September 17, 1957. 
Material: Paper-insulated lead covered cable and bare copper wire. 
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Prices quoted per thousand feet f. o. b. Seattle 


| 


| } 
| _ British 
Footage Cable size Domestic Insulated Enfield Hensley 
producer | Calender | Cables, Ltd. 
Cable Co. 


pennies adieehr nn 
| 
$1, 453 | $1,072.48 | $1,072. 48 $1, 072. 48 


16,000 | 1/C 500 mem 600 v____-___- sewed 


Award: Hensley, in the sum of $17,159.68. 

Customer: Department Water and Power, Los Angeles. 
Date of bid: September 16, 1957. 

Material: Paper-insulated lead covered cable. 


Prices quoted per thousand feet f. 0. b. Los Angeles 














! | | 
British Sterling |W.T.Hens- 
Domestic | Insulated | Cable Co.,| ley Tele- 
Item | Footage | Cable size producer | Callender | Ltd., Eng- graph 
| Cable Co., land Works, 
England England 
1} 40,000 | 3/C 500 M Skv.-.......-....------. $4, 796 $3, 700 $3, 822. 50 $3, 700 
2 12, 000 i ee ones 2, 491 1, 752 Be FO, ON hwo po otters 
3 ee 2G 8c oo. cnc cen dcbbnaane REE Sopahacukuet 4. g SR eee 
4 EE SN cin ska gunnswacebabeibacnus | aa RED Betidde sonable 
5 44, 000 | 1/C 4/0 1 kyv____. x le mbate ja tehbabinll 820 604 607. 50 604 
6 ff oo | Db eee | 1, 527 1, 145 1, 162. 00 1, 145 
7 Let Otome ft ky... 3, 983 jin. | oe 
8 | 2, 000 | I cnn ec cemnniew im 2, 092 | 1, 426 | 8) Ea 
9 | a emenanil 1, 057 708 I Tic ttatecena eden 
ee CD OUP oe, bac ee ce me cconccucecs PP Wesactnnasoes Ff eae sieht 
1 


Awards: Items 1, 7, and 8—British Insulated Callender Cable Co. in sum of 
$154,308. Items 2 to 6 inclusive, and 9 and 10—Sterling Cable Co., in sum of 
$11,531. 

Customer : Department of Water and Power, Los Angeles. 

Date of bid: September 23, 1957. 

Material: Paper-insulated low-pressure gas-filled lead-covered cable, 34.5 
kilovolts. 

Prices quoted per thousand feet f. 0. b. Los Angeles 


| 


British 
Domestic Insulated 
Footage Cable size | producer Callender 
| | Cable Co., 
| England 
15, 360 | 3/C 750 mcm dine ; Si eg $9, 562 $7, 978 
15,875 | 3/C 1,000 mem_.______..___.- i ee oe he ee ala 10, 887 9, 314 


Awards.—Item 1—British insulated, in the sum of $122,542.08. Item 2—Domes- 
tic producer, in the sum of $172,831.22. 

Customer : Department of Water and Power, Los Angeles. 

Date of bid : September 24, 1957. 
Material: Paper-insulated lead-covered cable with armor finish. 


Price quoted per thousand feet f. o. b. Los Angeles 








Footage Cable size : Domestic Stirling Hensley 
producer Cable Co. 
2,410 | 3/C 500 mem 5 kv ‘ 5. | $6, 878 $4, 826 $4, 679 


Award: Stirling Cable Co., in the sum of $11,630.66. 
Customer : Department of Water and Power, Los Angeles. 
Date of bid : June 17, 1957. 

Material : Paper-insulated lead-covered cable. 
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Prices quoted per thousand feet f. 0. b. Los Angeles 





British In- Ww. T. 
Domestic sulated Hensley Stirling 
Item | Footage Cable size producer | Callender | Telegraph | Cable Co. 
Cable Co.,| Works, 
England England 





1 18,000 | 1/C 1/0 awg 1 kv... cased se weee $538 $400 $393 $394 
2 20,000 | 1/C 4/0 awg 1 kv...--_----- db duse. 830 648 628 660 
3 4,000 | 1/C 6 awg 5 kv_.....__....---..---..- 595 418 392 400 
4 19,500 | 1/C 600 mom 1 kvy-.__--..--.-.--.---.. 1, 563 1, 205 1, 228 1, 268 
5 2,000 | 1/C 500 mem § kv.._..._.-....-.--- A 2,112 1, 476 1, 506 1, 547 
6 20,000 | 3/C 500 mem 6 kv.___._.....-----..-- 4, 903 3, 938 4, 000 4, 032 
7 20,000 | 3/C 500 mem § kv......--..--...---.. IGE ho ook ims denepedeun 4, 032 
s 13,000 | 1/C 1000 mem 1 kv--_..-_...-.-..----.- ta coal 2, 100 2, 130 
y 13,000 | 1/C 1000 mem 1 ky-..--.--- Nabe ap dose 2, 628 2, 085 2, 100 2, 130 


bs 


Awards: Items 1 to 6, inclusive, and items 8 and 9—W. T. Hensley Telegraph 
Works, in the sum of $195,320. Item 7—Stirling Cable Co., in the sum of 
$80,640. 

Customer: Department of Water and Power, Los Angeles. 

Date of bid: March 11, 1957. 

Material: Paper-insulated lead-covered cable. 





Prices quoted per thousand feet f. 0. b. Los Angeles 


| | 











Voltage} Domestic Stirling Hensley 
Footage Size (kilo- producer Cable Co. Telegraph 
volts) Works 

26,000 | 3/C 500. __. 5 $4, 997 $4, 310 $4, 323 
42,000 | 1/C 500.- 5 1, 602 1, 328 1, 399 
3,000 | 1/C 500... eee nae aon 5 2, 097 1, 607 1,770 
16,000 | 1/C 1,000 ‘a aa 1 2, 684 2, 278 2, 375 
40,000 | 1/C 1/0 eMredbiite 1 558 387 465 
17, 500 | 3/C 6_.- wiesicteten 5 1, 324 1,010 1, 068 
5,250 | 1/C 2/0 andnnenline & 1, 035 820 870 
10, 500 | 1/C 2__- . ; Seatckboes 5 750 516 613 
8,000 | 1/C 6... cnsghksole 5 596 405 | 487 
40, 000 | 1/C 4/0 1 856 695 724 
1,200 | 1/C 1,500 5 4, 857 4, 000 4, 389 





Awards: All items—Stirling Cable Co., in sum of $287,823. 
Customer: Department of Water and Power, Los Angeles. 
Date of bid: December 23, 1957. 

Material: Paper-insulated lead covered cable. 





Prices quoted per thousand feet f. 0. b. Los Angeles 


| 


} 
Item | Footage | Cable size 


W.T. Hens-| British In- 
ley sulated 
Telegraph | Callender 


Stirling 
Domestie Cable 

Kv. producer | Co., Ltd., 
| England Works, Cable Co., 

| England | England 











l . 9,000 | 3/C 2/0... 5 $2, 456 | $1, 597 $1, 597 | $1, 597 
2 21,000 | 3/C 6. 5 1, 290 | 761 761 | 761 
3 36, 000 | 1/C 500M 1 1, 054 | 1, 054 


1, 507 1, 054 


Awards: Hensley—all items in the sum of $68,298. 
RECOM MENDATIONS 


We therefore recommend that Congress consider a proper trade policy: 

1. We accept all challenges to compete in a world market provided the ground 
rules equalize unfair disparity as between contracting countries’ labor rates and 
living standards by means of tariffs or other suitable method. We submit that 
across-the-board manipulations and juggling of tariffs lacks all sense of logic 
and that every product must be continually subject to its own examination as to 
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its proper tariff requirement. We therefore urge that Congress give serious 
consideration to the repeated recommendations of many experts that the tariff 
function be returned to the Tariff Commission where it belongs and that the 
Commission be suitably staffed to perform this function. 

2. By far the most important aspect of present import trends in wire and 
cable products relates to our defense requirements. The above comments 
plainly indicate the close association of our products not only with the No. 1 
base of our security—electric power—but also with the most strategic items of 
both defensive and offensive military programs. We urge that, whether or not 
the Trade Agreements Act is extended, suitable legislative measures be taken 
to prohibit the importation of any categories of wire and cable which specifi- 
eally are part of our generating, transmission, and communication systems, and 
which are defense items by specific designation. 

This statement is presented in behalf of the wire and cable section of the 
National Electrical Manufacturers Association. The following constitute the 
entire membership of the section : 


The Acme Wire Co. 
American Steel & Wire Division, U. S. Steel Corp. 
Anaconda Wire & Cable Co. 
Belden Manufacturing Co. 
The Wm. Brand & Co., Inc. 
The Bridgeport Insulated Wire Co. 
The Carol Cable Co., a division of the Crescent Co., Inc. 
Circle Wire & Cable Corp., (subdivision of Cerro dePasco Corp.) 
Collyer Insulated Wire Co. 
Columbia Cable & Electric Corp. 
Continental Wire Corp. 
The Electric Auto-Lite Co. 
General Cable Corp. 
General Electric Co. 
Hatfield Wire & Cable Division, Continental Copper & Steel Industries, Inc. 
Hitemp Wires, Inc. j 
Hudson Wire Co. 
Kaiser Aluminum & Chemical Sales, Inc. 
Kennecott Wire & Cable Co. 
The Kerite Co. 
Narragansett Wire Co. 
National Electric Products Corp. 
Northern Electric Co., Ltd. 
The Okonite Co. 
Paranite Wire & Cable Division, Essex Wire Corp. 
Phelps Dodge Copper Products Corp. 
The Plastic Wire & Cable Corp. 
Rea Magnet Wire Co., Inc. 
Rockbestos Products Corp. 
John A. Roebling’s Sons Corp. 
Rome Cable Corp. 
Simplex Wire & Cable Co., Inc. 
Southwire Co. 
Sprague Electric Co. 
Triangle Conduit & Cable Co., Ine. 
Walker Bros. 
Warren Wire Co. 
Western Insulated Wire Co. 
Whitaker Cable Corp. 
Whitney Blake Co. 

Respectfully submitted. 

B. F. Instey, Chairman. 


STATEMENT PRESENTED ON BEHALF OF Hien VOLTAGE INSULATOR SECTION OF THE 
NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION 


This statement is submitted on behalf of those manufacturers who are mem- 
bers of the high voltage insulator section of the National Electrical Manufac- 
turers Association, consisting of 13 companies which manufacture over 90 per- 
cent of the high voltage insulators produced in the United States. 
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HIGH-VOLTAGE INSULATORS 


This statement is submitted to demonstrate the relationship of the import 
problems in the high-voltage insulator industry to those of other segments in 
the power-producing and transmission-equipment industry : 

1. High-voltage insulators are vital elements in the generation, transmission, 
and distribution of electrical energy. Not only are high-voltage insulators nec- 
essary in the actual transmission and distribution of electrical energy, but they 
are also essential components in generators, transformers, circuit breakers, and 
other important equipment used for this application. 

2. As in the case of other electric power-producing and transmission equip- 
ment, the high-voltage insulator industry is unique in that it depends heavily 
on craftsmanship and specialized skills as well as specialized engineering prac- 
tices, which require years to develop. 

3. As in the case of other electric power-producing and transmission equip- 
ment, the labor content in the production of high-voltage insulators is high, i. e., 
approximately 65 percent of the total cost. Manufacturers of high-voltage in- 
sulators in the United States are at a distinct disadvantage because they cannot 
compete with foreign manufacturers who pay wages from one-sixth to one-tenth 
of the wages paid in the United States. 

4, The entire work force in the high-voltage insulator industry is relatively 
small. Practically no labor pool exists possessing the required skills. There- 
fore, if this highly trained group of employees is forced to transfer to other 
industries, these highly important skills will be lost to the Nation, not to be 
replaced except after many years of long and tedious training. 

5. Recently, there has been increasing evidence of slow stagnation in the high- 
voltage insulator industry. Toa great extent, this development can be accounted 
for by competition from Japanese manufacturers who have been very successful 
in securing insulator business for Government projects. 

The question may well be raised as to why Government procurement agencies 
have been major purchasers of high-voltage insulators pioduced by foreign 
manufacturers, while private and public utilities purchase solely from American 
manufacturers. It is believed this is due to the unrealistic purchasing policies 
under which these agencies must operate. In effect, the purchasing policies 
ignore an evaluation of the absolute necessity for a strong and healthy high- 
voltage insulator industry in times of national emergency. On the other hand, 
private and public utilities have reflected this very need through purchases from 
domestic manufacturers. 

This statement is presented in behalf of the high-voltage insulator section of 
the National Electrical Manufacturers Association. The following constitute 
the entire membership of the section: 

Acme Steel & Malleable Iron Works. 
Brewer-Titchener Corp., The. 
Colonial Insulator Co., The. 
Delta-Star Electric Division, H. K. Porter Co. (Delaware). 
General Electric Co. 

I-T-—BE Circuit Breaker Co. 

Illinois Edison Porcelain Co. 

Knox Porcelain Corp. 

Lapp Insulator Co., Ine. 

Ohio Brass Co. 

Porcelain Insulator Corp., The. 
Porcelain Products, Ine. 
Westinghouse Electric Corp. 

Respectfully submitted. 

JoHN F. INNES, Chairman. 


NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., October 10, 1956. 
Hon. HALE Boags, 
Chairman, Subcommittee on Foreign Trade, 
House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Srr: I am writing on behalf of the import committee of the National 
Electrical Manufacturers Association to bring to the attention of your committee 
an important aspect of the overall problem of governmental foreign-trade 
policies. 

24093—58—pt. 1——-32 
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I. RELATIONSHIP TO ForREIGN Economic POLICY OF THE UNITED STATES 


Actually, while the problem with which we are concerned relates to govern- 
mental procurement, it is in its fundamental form a problem more of defense 
policy than of foreign economic policy. 

The issues raised relate solely to the strategy of peacetime procurement of 
products critical to our wartime production and to our preparedness for war. 
Specifically, it is our purpose to urge upon you the critical importance of sound 
governmental procurement policies with respect to certain equipment for the 
generation, transmission, and distribution of electric power, which is essential 
to our national defense. 

The keystone of this presentation is that domestic procurement of these prod- 
ucts is a matter of the utmost importance to our national security, and hence 
such domestic procurement is not inconsistent with those portions of the Presi- 
dent’s foreign economic program which call for a general relaxation of the bar- 
riers against foreign procurement. The objective which the President cites of 
securing the highest possible level of trade is, in his words, to be attained “in 
a manner that is consistent with our national security.” Similarly, with respect 
to the buy American legislation, the President expressly recommends that 
exemptions from the present legislation be permitted “except where considera- 
tions of national security require otherwise.” Concededly, any policy which 
ignored this paramount interest of national security would be nothing short of 
foolhardy. 

We recognize, of course, that it is a keystone of governmental policy to seek 
national security by strengthening our friends abroad, and surely no one can 
quarrel with a program designed to minimize the necessity for further foreign 
aid by enhancing opportunities for increased trade. It is, however, our convic- 
tion that the enhancement of our allies and of other nations may be equally well 
accomplished in areas which do not impinge upon the security and soundness 
of our preparedness program. Where a procurement policy threatens such 
security and such soundness, then, as the President suggests, considerations of 
foreign economic policy must yield to the overriding importance of our defense 
program. 

Accordingly, it is the purpose of this presentation to demonstrate that (a) 
The commodities with which we are here concerned are of a critical defense 
nature, inherently essential to our ability to prepare for and our ability to sur- 
vive any war emergency; and (b) the procurement of these products from 
domestic suppliers is essential to our national defense effort. 


II. CATEGORIES OF EQUIPMENT WITH RESPECT TO WHICH THIS PROPOSAL IS MADE 


The heavy equipment for the generation, transmission, and distribution of 
electric power which is essential to the national defense and for the supply of 
which bids of foreign producers should not be invited or entertained is the 
following: 

1. Switchgear, including breakers, disconnect switches, lightning arresters, 
and associated gear, above 10 kilovolts. 

Transformers, above 10,000 kilovolt-amperes. 
Instrument transformers, above 50 kilovolts. 

Motors, a. c. and d. ¢., above 500 horsepower. 

Hydraulic turbines, governors, and generators. 
Synchronous condensers, above 10,000 kilovolt-amperes. 

These products represent only a very small percentage of the total products 
within the scope of the electrical manufacturing industry. They have in com- 
mon a number of highly critical characteristics. They are, for the most part, 
prime capital goods representing large, long-term investments, both in the basic 
peacetime economy of the United States and in the Nation’s defense potential; 
they are inherently related to the generation, transmission, and distribution of 
electricity in our vast electric power programs; they are custom designed and 
custom made; and they are, almost without exception, enormous mechanisms 
involving, in many instances, millions of pounds of material and hundreds of 
thousands of skilled man-hours. Construction of some of the larger units takes 
literally years to complete. A single custom-built turbine, waterwheel generator 
or transformer, for example, may costs hundreds of thousands of dollars and 
have an estimated continuous life of over 50 years if properly serviced and main- 
tained. Just one of the generators called for by the McNary Dam bids is equiv- 
alent to material used in 530 large automobiles or 7,000 large-size refrigerators. 
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It requires over 8 million pounds of metal and 550,000 man-hours of skilled 
labor. After installation these units play an important role in supplying a 
continuous flow of essential electric power to every sector of the American 
economy ; the productive capacity of the Nation is directly dependent upon their 
efficient and continuous operation. 


III. IMPORTANCE OF THIS EQUIPMENT TO THE NATIONAL DEFENSE 


It is generally conceded that industrial production is the most important 
factor in national defense. It is equally true that industrial production is com- 
pletely dependent, region by region, on the continuous flow of vast quantities 
of uninterrupted electric power. Without this electric-power supply, America, 
in time of war or national emergency, would be helpless. 

These propositions, and the critical role played by heavy equipment for the 
generation, transmission and distribution of electric power in time of war, can 
be readily documented by reference to recent experience. Reports of the stra- 
tegic bombing survey and other official Government studies describing and ana- 
lyzing World War II experience, emphatically document and underline the 
significant role played by electric power and the heavy equipment that generates, 
transmits, and distributes it during a major war. 

Since the end of World War II, American industry’s dependence upon electric 
power has continued to increase and, furthermore, has increased at a rate greater 
than ever before. In the relatively short time of 9 years from 1946 through 
1955, more equipment for the generation, transmission, and distribution of elec- 
tric power will have been produced and put in service than was produced and 
put in service in the previous 70-odd years. A large percentage of this total 
increase, furthermore, has been directly connected with the activities of the 
Atomic Energy Commission in the production of fissionable materials for use in 
our most critical weapons for the Nation’s defense. In addition to supplying 
electric power directly to the Armed Forces, substantial quantities are supplied 
to industries which furnish products directly to the Armed Forces and the Atomic 
Energy Commission, make use of priority materials, and are included in the 
defense planning lists of the Department of Defense and the Office of Defense 
Mobilization. 

The Government itself has many times recognized the integral role played by 
such heavy equipment for the generation, transmission, and distribution of elec- 
tric power in the defense effort. Manufacturers of this equipment have been 
awarded certificates of necessity for accelerated tax amortization to encourage 
the creation of new facilities for the production of this equipment. In many 
instances, producers of this equipment have been allocated priority materials. 
The equipment itself is among the items critical to the national defense which 
are included in the defense planning lists of the Department of Defense and 
the Office of Defense Mobilization. 

Specific illustrations of the recognition given by the Government to the im- 
portance of this equipment to the national defense are numerous. For example, 
in 1952 the Government concluded that an expansion of the Nation’s atomic 
production facilities was needed in the interests of national security. New 
gaseous diffusion production plants were authorized for Oak Ridge, Tenn.; 
Paducah, Ky.; and Portsmouth, Ohio. In order to provide these plants with 
the needed power, the Atomic Energy Commission negotiated for the construc- 
tion of new electric powerplants, and for major expansions in existing plants. 
The Commission requested special legislation to authorize it to enter into long- 
term power contracts. The Joint Congressional Committee on Atomic Energy 
reported the legislation favorably, and in doing so laid great stress upon the 
critical importance of power : 

“Without this generating capacity, the gaseous-diffusion plants are useless, 
and any delay in getting power to the gaseous-diffusion plants will delay the 
production of atomic weapons materials.” (Joint Committee Report—House 
Report 676, June 26, 1953, and Senate Report 477, June 29, 1953, 88d Congress, 
1st Session. ) 

Further recognition of the importance of these products to the national defense 
is apparent in the action of the Government itself in applying the Renegotiation 
Act of 1951. Virtually all Government purchases of heavy equipment for the 
veneration, transmission, and distribution of electric power are made by five 
Government agencies: The Corps of Engineers, Department of Defense; the 
U.S. Bureau of Reclamation, Department of the Interior; the Bonneville Power 
Administration, Department of the Interior; the Atomic Energy Commission ; 
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and the Tennessee Valley Authority. Materials covered by orders placed by 
each one of these agencies are, by Executive order, classified as defense mate- 
rials and are subject to the Renegotiation Act. The declared policy of this 
statute points clearly to the purpose: 

“* * * the Congress has made available for the execution of the national de- 
fense program extensive funds * * * for the procurement of property, processes, 
and services, and the construction of facilities necessary for the national defense; 
that sound execution of the national defense program requires the elimination of 
excessive profits from contracts made with the United States * * * in the course 
of said program * * *” [Emphasis added.] 

It is in the light of these facts that the possible effects upon “national security 
interests” of increasing purchases of foreign-produced heavy equipment for the 
generation, transmission, and distribution of electric power must be considered. 


IV. IMPORTANCE OF PURCHASING THIS EQUIPMENT FROM DoMESTIC MANUFACTURERS 


A. AVAILABILITY OF MAINTENANCE AND REPAIR SERVICES AND MATERIALS 


The differences between the ability and willingness of foreign and domestic 
suppliers to service and maintain their equipment after installation are great. 
The United States industry manufacturing these products is fully equipped to 
undertake the maintenance and servicing of its products throughout the country. 
For this, it maintains a field staff consisting of over 3,000 engineers and over 
5,000 technicians and highly skilled workers located widely throughout the 
United States, These are in addition to research, development, and design 
engineering staffs. The geographical coverage is such that within a few hours 
practically every important power generating station or manufacturing plant 
ean be reached. Supporting this service are manufacturing plants in many 
cities across the country, well-equipped repair shops located in every important 
center, and warehouses for finished parts, complete products and materials. The 
personnel which supervise and perform this field work are highly trained and 
have skilled and intimate knowledge of the equipment, many of them are 
specialists. 

The activities of these field engineers and technicians include preventative 
maintenance of the equipment to insure its continued effective operation, repair 
of accidental damages, and training the personnel of the user in the operation 
of the product. Standards prevailing in this aspect of the work of the United 
States electrical manufacturing industry compare with those for the production 
of the equipment itself. 

On the other hand, it is necessarily impossible for a foreign supplier to main- 
tain in this country a service force and stock of replacement materials in any 
way comparable to those maintained by the domestic industry. Most often there 
is none at all, or the responsibility for keeping on hand a small supply of parts 
is subcontracted out to an American company, whose staff may or may not 
be able to handle complicated repair or maintenance problems. Certain foreign 
manufacturers now maintain smali shops and stores of supplies in Canada, but 
these facilities are not, nor are they held out to be, adequate to handle major 
repairs or to produce replacement parts. In time of actual military emergency 
when the role of the equipment becomes most critical, it may be entirely impos- 
sible because of the international situation, the problems of the foreign supplier 
in his own nation, for security reasons, or otherwise, to obtain adequate service 
or replacement material of any suitable type for the foreign equipment. 

Furthermore, although the United States electrical manufacturing industry is 
well-equipped to service and speedily repair breakdowns of equipment of domestic 
manufacture, it cannot provide comparable service for foreign-built equipment. 

This inability of United States industry to repair or replace foreign-built 
equipment during time of war is due to: (i) lack of standardization of parts; 
(ii) necessity of bringing here repair or production tools before such repair or 
replacement would be possible; (iii) lack of complete blueprints or of access to 
manufacturing specifications or information treated as trade secrets; (iv) differ- 
ences in the types of alloys used in foreign-built products; (v) difficulties in re- 
placement because of greater amount of hand labor involved in construction of 
the foreign-built products; (vi) differences in sizes and parts due to use of foreign 
specifications and systems of measures; and, (vii) differences requiring special- 
ized skills or knowledge of foreign specialists to repair. 
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The experience with equipment of foreign manufacture, available from in- 
stances in which American manufacturers have been asked to service, replace, 
or rebuild such equipment, clearly indicates the hazards of purchasing essential 
equipment from foreign manufacturers. 

Several conclusions can be drawn: 

1. Foreign suppliers cannot be depended upon, often for reasons outside their 
control, to deliver heavy equipment for the generation, transmission, or distribu- 
tion of electric power in accordance with their undertakings. 

2. Foreign suppliers cannot assure fast and efficient service and replacement in 
case of breakdown. In wartime they may be able to provide no such service 
at all. 

8. Where there are breakdowns after installation of foreign equipment, 
American manufacturers will often be unable to provide the necessary major 
repair services. Where the repaid work is possible, it will usually involve long, 
unavoidable delays and large commitments of scarce manpower and material. 

Thus, insofar as essential equipment for the generation, transmission, and 
distribution of electric power produced by foreign suppliers is purchased for 
installation in the United States, there will follow a reduction in the defense 
potential of the American economy, and an increase in the risk of serious dis- 
ruption of an all-out mobilization. 


B. ECONOMIC IMPACT ON DOMESTIC MANUFACTURERS OF PURCHASES OF HEAVY 
ELECTRICAL EQUIPMENT FROM FOREIGN PRODUCERS 


To the extent that the Government continues to accept bids from foreign 
producers to supply such heavy equipment, the American heavy equipment in- 
dustry is less likely to remain solvent, intact and able to respond to calls for 
defense production in an emergency. 

First, Government orders for such heavy equipment represent a large pro- 
portion of the total business of this branch of the industry. For example, in 
September 1954, orders for two hydraulic turbines were awarded to the English 
electric company on a bid of slightly over $1 million. That single award gave 
to England 40 percent of the entire hydraulic turbine business in the United 
States in the year 1954. Heavy equipment of this type is a very specialized 
segment of the overall industry, and its scale of operations can be seriously 
reduced by the loss of a comparatively few individual orders. 

Second, the level of operations of this branch of the industry is already se- 
riously low, and projections for 1957 and future years present cause for alarm. 
Recent data shows that governmental orders from foreign manufacturers for 
these classes of equipment for the first half of 1956 were nearly double the 
sum of the entire calendar years 1954 and 1955 combined. Advance orders for 
1957 and later, on the basis of a typical 2-year production period and applying 
ordinary projection factors, raise the question of whether the branch of the 
industry producing these classes of equipment must not plan seriously to cur- 
tail its scale of operations. Open capacity already exists or will come into 
being in the near future to a large extent because of loss of business to for- 
eign producers. Expansion of output in time of war could be accomplished only 
over a long period of time because of the high capital equipment requirements 
of this industry. Many manufacturers of this equipment are already located in 
areas classified by the Department of Labor as surplus labor areas with con- 
siderable local unemployment due to reduced levels of operation. The diversion 
of orders for such heavy equipment to foreign manufacturers while the domestic 
industry, recognized to be essential to national defense, is in danger of being 
forced to curtail operations in distress labor areas, can only result in a loss 
of specialized engineering and labor skills and a reduction of essential research 
and development activities that could not speedily be replaced. 


1. Reduction in essential research and development 


The efficacy of electrical research is amply demonstrated by the tre- 
mendous progress of the industry within this country. The Stone & Webster 
report shows that 19.8 percent of the scientists and engineers engaged in manu- 
facturing industries in this country in 1951 were in the electrical manufacturing 
industry. Of the funds spent for research and development by all manufacturing 
industries in 1951, 24.5 percent was spent in the electrical manufacturing indus- 
try. Research and development funds in 1951 amount to 6 percent of the sales 
dollar in the electrical industry. The corresponding amount spent by all manu- 
facturing industry was approximately 2 percent. 
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The Stone & Webster report goes on to point out that: 

“* * * This research, development work, and the planning service so essential 
to the continuing expansion and increased availability of power in the United 
States is supported by the sale of electrical products. 

“Such service is not available in this country from others than the United 
States electrical manufacturing industry. Foreign manufacturers do not incur 
a proportionate share of the cost of this research, development and planning 
service. * * *” 

Insofar as operations of the American heavy equipment industry for the genera- 
tion, transmission and distribution of electric power are curtailed, vital research 
and development activity will be restricted. 

2. Loss of skilled workers 

The cost of research and development is not the only item supported by the 
sale of such equipment. That which would perhaps be even more difficult to 
replace is the supply of skilled workmen trained in some of the most exacting 
tasks in all industry. The workmen in this industry are men in the nature of 
master craftsmen whose peak efficiency can be achieved only after years of 
training and experience. There is little likelihood in the foreseeable future that 
these craftsmen can be replaced with mechanized operations. The basic reason 
for this is that each piece of power producing equipment is a special custom-built 
item, not adapted to quantity production. Needless to say, it is axiomatic that 
in the absence of sufficient employment opportunities the special skills which 
these workers have developed will be lost as they turn to other less exacting jobs 
either in or altogether outside of the electrical industry. Part of the labor force 
possessing the specialized skills for the production of this heavy equipment has 
already been laid off temporarily or permanently because of reduced levels of 
operation in the industry. The specialized skills of this labor force, once lost, 
cannot in time of war be replaced in a short time. 


V. SUMMARY 


For the foregoing reasons we believe it to be essential to the national defense 
of this country that no heavy equipment for the generation, transmission, or 
distribution of electric power be ordered from outside the United States, par- 
ticularly where that equipment is to be installed in Government power develop- 
ments which may play an important role in defense mobilization. This result 
could be accomplished by a governmental determination that the refusal to 
invite or entertain bids by foreign producers to supply such equipment is, in the 
present circumstances, “necessary to protect essential national security interests.” 

Respectfully submitted. 

A. F. METz, 
Chairman, Import Committee. 


STATEMENT PRESENTED ON BEHALF OF THE LARGE POWER TRANSFORMER GROUP 
OF THE TRANSFORMER SECTION OF THE NATIONAL ELECTRICAL MANUFACTURERS 
ASSOCIATION 

I. INTRODUCTION 


This statement is filed on behalf of the large power transformer group of 
the transformer section of the National Blectrical Manufacturers Association, 
which includes all of the companies producing heavy power transformers in the 
United States. 

Heavy power transformers are produced in the United States by Allis-Chalmers 
Manufacturing Co., with a plant at Pittsburgh, Pa., West Allis, Wis., and Terre 
Haute, Ind.; General Electric Co., with a plant at Pittsfield, Mass.; Moloney 
Electric Co., with a plant at St. Louis, Mo.; Pennsylvania transformer division, 
McGraw Edison Co,, with a plant at Cannonsburg, Pa.; Wagner Electrie Co., 
with a plant at St. Lonis, Mo.; and Westinghouse Electric Corp., with a plant 
at Sharon, Pa. 

The statement is submitted in support of and in general connection with the 
presentation of Mr. A. F. Metz, chairman of the National Electrical Manufac- 
turers Association Import Committee. That presentation deals generally with 
the relationship of various types of heavy electrical equipment to national 
security, the impairment of national security resultant from the importation 
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pursuant to Government procurement of this equipment, and the desirability of 
amending the so-called national security amendment (section 7 (b) of the 
Trade Agreements Extension Act of 1955, 19 U. 8. C., sec. 1852 (b)) as a part of 
any renewal of the Trade Agreements Act. 

The purpose of this statement is to provide the detailed facts in support of 
the proposition that national security is being impaired by the importation, 
pursuant in large measure to Federal procurement, of heavy transformers (those 
having a rating ranging up from 10,001 kv.-a.) of foreign manufacture. These 
facts support the need for corrective legislation, applicable to heavy transform- 
ers, along the lines developed in the presentation of Mr. Metz for the National 
Electrical Manufacturers Association Import Committee, dealing with heavy 
electrical equipment generally. These facts constitute a case illustration of 
why this corrective legislation is necessary and desirable if national security 
is to be adequately taken into account in our national trade arrangements. 

The facts presented will deal with these propositions: The vital national 
security role which is performed by the type of equipment in question; the 
serious threat to essential national security interests which is posed by the fact 
that in recent years the United States Government has purchased the predomi- 
nant share of its heavy transformer requirements from foreign sources (over 
80 percent in 1956) ; the adverse effect of this continued procurement of heavy 
transformers from foreign sources on national security by creating unreliable 
channels of electric power supply; the inferiority of foreign transformer equip- 
ment from a national security standpoint because it is not designated and engi- 
neered to handle the excess loads that characterize wartime operations; the 
serious and especial vulnerability of heavy concentrations of this equipment to 
bomb damage; the national security significance of the fact that the domestically 
produced heavy transformers can be repaired much more speedily than foreign- 
built units in cases of outages, whether due to operating causes or enemy bomb- 
ing or sabotage; the increasing concentration of foreign-built heavy transformers 
in the Government power system in areas such as the Pacific Northwest, the 
Tennessee Valley and parts of Idaho, Utah, Wyoming, Colorado, the Dakotas, 
and Nebraska in which many key national security installations are located and 
dependent upon these systems as a source of electric energy. 

The primary national security interest at stake here relates to the strategic 
significance and use of the type of equipment produced, that is, heavy power 
transformers. Regardless of the method by which electric power is generated— 
whether by water power, by steam, or by the atom—that power must be trans- 
formed before it can turn the wheels of America’s industrial might, or provide 
electricity for our military bases and stations, or furnish a reliable source of 
electric energy on which the functioning of most American homes and commer- 
cial and service establishments depend. 

Transformers under consideration here are so-called heavy transformers hav- 
ing a rating ranging from 10,001 kv.-a. through 400,000 kv.-a. actual and up to 
at least 500,000 kv.-a. projected with voltage ratings from 12,000 to 345,000 
actual and to 440,000 projected. Their weight and size will range to between 
600,000 and 700,000 pounds with dimensions approximately 20 by 30 by 35 feet. 
As indicated above, transformers are the vital link between generated alternat- 
ing current and the equipment which utilizes it. Ratings above 10,000 kv.-a. 
are typically used to connect between the generator and transmission systems, 
generator and station auxiliary equipment, transmission system and station 
auxiliary equipment, different system transmission voltages, transmission voltage 
and large industrial plants and process, and between different transmission 
systems. 

The Government officially and expressly recognized the important relationship 
of the article in question to national security by granting certificates of neces- 
sity to the producing companies between 1950 and 1953 permitting them tax 
amortization to enable them to expand substantially their ability to produce 
this article. This was part of the defense mobilization program launched in 
connection with the Korean war and because of the prospect that the conflict 
might be greatly widened. 

But subsequently, while one part of the Government was so recognizing the 
defense need for domestically produced heavy transformers, other parts of the 
Government were decreasing our national production and installation of this 
equipment by buying for use by Federal power systems a constantly larger pro- 
portion of heavy transformers from overseas sources. 
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The rapid and alarming development of this practice can be measured by 
readily obtainable information from Government sources. According to our 
information, the purchases by the Federal Government of heavy transformers 
from overseas sources, which stood at 0 percent in 1951, climbed to a 1956 peak 
which exceeded 80 percent. Facts and figures concerning the relationship of 
awards (in United States dollars) for transformers over 10,000 kv,-a. to foreign 
producers and the percentage of such awards to total awards for the years 1952 
through 1957, are set forth below: 


| 

|Federal' awards} Percentage 

| in United | of foreign 
Date | States dollars awards to 
| toforeign | total 
| manufacturers | awards 
| (percent) 
| 
| 
j 


Ricca. (bes. meld ‘ s . : | 1, 956, 650 27 
1953.....- fh sit enaiedaaalna siaioeseii ” ‘ | 4, 043, 240 50 
a shah ems erds oe a 1, 211, 523 40 
1955... é f } 5, 666, 651 60 
eeuG ws .. beac e ‘ | 3, 269, 393 | 81 


1957_.._- ; ce s ¢ 1, 763, 868 | 46 
| 


1 Federal means awards by Bonneville Power Administration, U. 8S. Bureau of Reclamation, U. 8, 
Corps of Engineers, and Tennessee Valley Authority. 


It is estimated that this policy has already resulted in the shipment to 
domestic customers during the years 1953-57 of 182 units above 10,000 kilovolt- 
ampere rating with a total kilovolt-ampere rating of 13,277,603, of which the 
vast majority in numbers and rating have gone to Federal power systems, with 
the remainder to State and municipal systems. (See app. I, exhibit C; for 
detailed listing, see app. I, exhibit B, table I.) 

The basic point to be borne in mind is that, in event of war, no factor would 
be more vital to our military operations and our defense-production program 
than the continued availability of electric power; that in event of transformer 
outages due to normal operating causes or built-in inadequacies, or extraor- 
dinary causes, such as enemy attack upon the continental United States or 
concentrated enemy sabotage, already large and constantly increasing quantities 
of foreign-made heavy transformer equipment could not be readily repaired 
in the United States. The increasing concentration of large quantities of 
this equipment in key electric supply centers such as the Pacific Northwest 
and the Tennessee Valley area, as well as many other States where Federal 
power supply is a factor, represents a weak point in our national security— 
a weak point of increasing seriousness. 

The issue presented in this hearing is whether or not Congress should take 
steps to arrest this process which is resulting in increasing vulnerability of 
our electric power supply in many key areas of defense activities. 

In weighing this issue, this committee of Congress, dealing with the problem 
of trade, should have in mind that responsible spokesmen for both the legis- 
lative and executive branches of the Government have recognized the vital im- 
portance to national security of minimizing interruptions in electric power 
supply and the consequent importance of maintaining heavy electrical equip- 
ment, of which heavy transformers are typical, in maximum operation. These 
responsible parties in the Federal Government have emphasized the urgent 
need for both preattack and postattack planning to maintain electric power 
supply. 

There is a fundamental inconsistency between the import and procurement 
pattern the Government has been pursuing in recent years and its continued 
emphasis on the need for preattack and postattack planning and action for 
maintaining adequate supplies of electric energy. 

In a recent speech, Assistant Secretary of the Interior Aandahl said: “Con- 
tinuity of an adequate supply of electric power is fundamental to the defense 
of this country. * * * The electric utilities have the fundamental responsibility 
of being prepared to restore electric service for survival and production needs. 
The Department of the Interior has been delegated the governmental responsi- 
bility to stimulate and to coordinate the development of national plans that 
will utilize to the fullest the capabilities of the electric power industry.”* In 


1 Address delivered on May 2, 1957. See also Assistant Secretary Aandahl’s address of 
March 28, 1957. 
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this same speech, Assistant Secretary Aandahl also said: “Power must con- 
tinue through any emergency and be available for survival of the population 
at reception centers, hospitals, water plants, food-storage plants, and the like. 
In addition to the survival needs of an immediate postattack period, it would 
be needed for required production for national existence and military operations.” 

The same basic concept has been expressed by many other officials of the 
Federal Government, on many occasions. And the United States Strategic 
Bombing Survey, reviewing the results of our bombing of Germany and Japan 
during World War II, commented that “electrical energy is an essential of 
all modern industry, and in time of war there is a substantial and immediate 
increase in demand.” 

In the fourth annual report of the Joint Committee on Defense Production of 
the United States Congress (House Report No. 1, 84th Cong., 1st sess., p. 36) 
the following statement appears : 

“Your committee fully recognizes the extent to which both the industrial 
strength and the civilian economy of our Nation is vitally dependent upon an 
uninterrupted flow of electric power in time of peace as well as war. This 
simple fact would seem to dictate the need for a coordinated study on the part 
of all responsible agencies to make certain that our Nation’s security is not 
jeopardized because of lack of adequate power reserve in any important region 
if an enemy should strike. The appalling destruction of thermonuclear weapons 
only adds to your committee’s concern. Unfortunately, there is no substitute 
for electric power. It is our recommendation, therefore, that the responsible 
agencies of the Government, in full cooperation with private industry, give this 
overall power problem their immediate consideration.” 

Yet the obvious step that would give real meaning to these governmental 
statements of policy—an import and procurement policy on the part of the 
Federal Government which would make it possible to restore damaged power 
facilities as promptly as possible in the event of an enemy attack—has not 
been taken. 

A policy whereby importations of heavy transformers would be prohibited 
would be the single most meaningful measure that the Government could take 
in order to close the gap that presently exists in this area between the Govern- 
ment’s words and the Government’s deeds. 

To any argument that such consideration should be overridden because of 
fear of giving offense to foreign trade interests, it should be sufficient to point 
to the British attitude as manifested in a report of a Parliamentary Committee 
of Inquiry set up to investigate the electric supply industry. It was brought 
out that the Central Electricity Authority, the Government agency in charge 
of the generation and transmission of electricity, regarded it as “unwise for 
the electricity supply industry to be dependent upon foreign manufacturers for 
spares and maintenance” and hence has refused “to go abroad for heavy 
electrical plant” (Report of the Committee of Inquiry into the Electricity 
Supply Industry January 1956, pp. 114-115). 

The facts which are developed below make clear why the British Government 
refuses “to go abroad for heavy electrical plant.’ These facts demonstrate 
conclusively, in terms of heavy transformers, why that policy should be enacted 
into law in this session upon the recommendation of this committee. 


IT. THE CONTINUED IMPORTATION OR PROCUREMENT BY TIE FEDERAL GOVERNMENT OF 
HEAVY TRANSFORMERS FROM FOREIGN SOURCES WILL ADVERSELY AFFECT NATIONAL 
SECURITY BY CREATING UNRELIABLE CHANNELS OF ELECTRIC POWER SUPPLY 


1. Apart from hostile acts, there is likely to be a high incidence of outages due 
to failures in heavy transformer equipment produced abroad, as compared 
to domestically produced equipment 


Large-scale procurement of heavy transformers from overseas sources by the 
Federal Government is a fairly recent development. However, the Federal 
Government has already installed a number of these foreign-produced items 
in vital and strategic power systems, particularly in the Pacific Northwest, the 
Tennessee Valley, the Mountain States, the Dakotas, and Nebraska. 

Already, too, the Federal Government has had the painful experience of learn- 
ing at first hand that foreign produced heavy transformers provide a relatively 
unreliable electric power supply as compared to domestic equipment. Appendix I 
contains the basic facts collected by the transformer section of the National 
Electrical Manufacturers Association to provide a comparison of service per- 
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formance of power transformers of American manufacture and foreign manu- 
facture. Exhibit A of appendix I contains a summary of the results of a 
questionnaire on service performance of large power transformers manufactured 
by reporting domestic companies for domestic customers covering units shipped 
from 1950 through 1956. Exhibit B of appendix I contains two tables, table I 
being a tabulation of the foreign-built transformers above the 10,000 kilovolt- 
ampere installed in the United States giving the number of units, the kilovolt- 
ampere rating, the foreign manufacturer and the United States customer. 
Table II of exhibit B of appendix I contains information pertaining to the 
troubles and failures with foreign-built transformers above 10,000 kilovolt- 
ampere since 1952, the year in which bids were first awarded to foreign producers 
for this type of equipment. Exhibit C of appendix I is a summary of the units 
and kilovolt-ampere ratings of large power transformers of foreign manufacture 
shipped to domestic customers for each year from 1953 through 1957 and the 
service failures of these units by number of units and total kilovolt-amperes. 
Exhibit D of appendix I shows the comparative failure rates of United States 
manufactured transformers from 1950 through 1956 as compared to the foreign 
manufactured transformers from 1953 through 1957. 

It is submitted that a careful analysis of the cold, hard facts concerning 
service performance of large power transformers of foreign and domestic make 
fully supports the proposition that, even, apart from hostile acts, there is likely 
to be a high incidence of outages due to failures in heavy transformers produced 
abroad, as compared to domestically produced equipment. 

This unhappy experience with large power transformers of foreign origin 
reflected in appendix I has been shared by the Department of the Interior and 
the Department of the Army. There has been a major failure on one large 
foreign-made transformer (of the Bonneville Power Administration) after only 
a short period of service. Recently, also, there has been another major failure 
on a Corps of Engineers foreign-made transformer which delivers power to the 
Sonneville Power Administration. 

The Secretary of the Army, in reply to a recent inquiry by a member of the 
Senate, said: “Ten 103,300 kilovolt-ampere single phase, 3-winding transformers, 
which were furnished by the English Blectric Export & Trading Co., Ltd. (manu- 
factured in England) for the Chief Joseph project, are being replaced because 
of 2 failures within an inservice period of less than 1 year.” 

These are examples of officially recognized outages. According to informa- 
tion available to the transformer section of the National Electrical Manufac- 
turers Association, there have been other outages of heavy transformer equip- 
ment from foreign sources installed in United States Government projects. 
(See app. I, exhibit B, table II for a listing of the specific instances of troubles 
and failures with foreign-built heavy transformers on which some information 
is available.) 

This relatively high incidence of outages in heavy electrical equipment such as 
heavy transformers manufactured overseas, even though in use only a relatively 
short period in the life span of this equipment, should not have come as a 
surprise to the departments and agencies in question. Advance warning that an 
abnormal number of outages might be anticipated was available from authorita- 
tive sources. The Stone & Webster Dngineering Corp., an outstanding engineer- 
ing firm in the power field, had given detailed advice to this same effect in a 
study prepared in 1953. It stated in its report: * 

“Experience with equipment of foreign manufacturers, drawn from instances 
in which United States electrical manufacturers were asked to service, replace or 
rebuild such equipment, clearly indicate the hazards of purchasing essential 
equipment from foreign manufacturers. There have been many instances docu- 
menting this conclusion in Latin American countries. 

“The United States power supply could face serious emergencies arising from 
substantial delays and expense in overhauling and replacement of foreign-built 
equipment and in adapting United States-designed equipment for use with for- 
eign equipment if it is dependent upon such foreign-built equipment.” 

Moreover, supporting facts from other sources are readily available. The 
British Electricity Authority, in its annual reports, has provided some statistical 
data on transformer breakdowns in Great Britain. (The British power system 


2“The United States Electrical Manufacturing Industry and Its Relation to the Secu- 
rity, Health, Safety, and Welfare of the Country,” Stone & Webster Engineering Corp. 
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is owned and operated by the British Government.) The 1950-51 report of the 
British Central Dlectricity Authority states: 

“With some 570 transformers on the main transmission system, there were dur- 
ing the year 56 breakdowns involving disconnection of the transformers. * * * 
The figures relate to faults resulting from a defect in the transfermer or associ- 
ated tap-changing equipment, and not to faults due to external causes.” 

In a similar report for 1952-53, the Authority reported that during the 1948- 
583 period “loss of capacity due to breakdown of plant and other causes” at the 
period of yearly peak demand had ranged from a low of 11.7-percent reduction of 
capacity in 1949-50 to a high of 15-percent reduction of capacity in 1950-51. No 
breakdown of these percentages due to heavy transformers as distinct from other 
types of equipment was noted. 

The record of reliability of United States-made heavy transformers is in direct 
contrast to the record of unreliability of heavy transformers of foreign origin. 
A statistical comparison based on reliable data already available, in spite of the 
short period of use of foreign-produced heavy transformers in this country, is 
contained in appendix I. Exhibit D of appendix I shows that the incidence of 
failures of transformers of foreign manufacture is more than twice as high based 
on kilovolt-amperes ratings and more than five times as high based on number of 
units as compared with power transformers of domestic manufacture. 

The report of the Stone & Webster Engineering Corp. referred to above pro- 
vides the following value judgment on heavy electrical equipment, including 
transformers: 

“As pointed out, American standards for equipment are higher than correspond- 
ing standards in foreign countries. It is the generally accepted opinion of engi- 
neers in the United States that foreign manufactured equipment does not have 
the capability or reliability of equipment furnished by United States manufac- 
urers.” 

The reasons for this relative unreliabiilty of foreign-built transformers, as 
compared to United States domestically produced products, was analyzed by the 
Stone & Webster report in the following terms: 

“American industry recognizes that rugged reliable electrical equipment is 
essential to continuous economical output. High standards have been estab- 
lished for such equipment in the United States. 

“The electrical manufacturing companies in the United States have responded 
by building equipment which is generally better than required by specifica- 
tions based on established standards. In part this is recognition of the fact 
that specifications and standards necessarily set minimum acceptable perform- 
ance and can not satisfactorily define quality which assures long reliable service. 
In part it is due to the highly competitive nature of the electrical manufactur- 
ing industry and the manufacturers’ sensitivity to maintenance of their repu- 
tations and positions in the industry.” 

Accordingly, the record to date in the United States, the record in Great 
Britain as revealed by the reports of the British Electricity Authority, and the 
expert opinion reflected in the Stone & Webster study, makes one fact clear. 
The fact is that, apart from hostile acts, a domestic power network containing 
significant numbers of heavy transformers from overseas sources must expect 
to have to contend with a much higher incidence of outages than would occur 
if the power network were equipped with heavy transformers of domestic 
mannfacture. 


> 


2. The serious vulnerability of heavy transformers to sabotage and the increas- 
ing vulnerability of heavy concentrations of foreign-produced transformers 
in area which are likely targets for nuclear attack 


In addition to heavy transformer outages from causes unrelated to enemy 
action, such as characterize peacetime, i. e., long-Scale operation and need for 
maintenance and repair or built-in inadequacies, the national security interest 
is affected by the vulnerability of the type of product in question to outages due 
to enemy action, such as sabotage and bomb damage. 

The way a heavy transformer is built (and must be built in order to function 
properly) makes it peculiarly vulnerable. Being a high-voltage apparatus, the 
heavy transformer requires electrical entrance through bushings which have 
porcelain shells up to 7 feet in length mounted above transformer covers. Also 
they require thousands of gallons of insulating oil. Any transformer can be 
destroyed or severely damaged by loss of some of the oil from its tank due to 
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opening any of several valves provided or by damaging the tank or cooling system 
such as by bullets, which, in turn, cause electric failure. The porcelain-clad 
bushings can be easily destroyed resulting in a transformer outage by breaking 
the outer porcelain with rocks or bullets. The oil used in transformers is highly 
inflammable and can readily cause a highly destructive conflagration. Fire or 
explosion may follow electric failure or be ignited by bombing or saboteur 
incendiaries. 

Thus, a single rifle shot which penetrated a heavy transformer at one of its 
exposed vital spots—for example, the valves which control the oil supply, the 
oil tank itself, the cooling system, or the outer porcelain—could put the trans- 
former completely out of action. In like manner, transformers are extremely 
vulnerable to bombing since concussion, shrapnel or flying debris could cause, 
even without a direct hit, the loss of oil or the breakage of bushings resulting 
in an electrical fault and failure of the equipment. 

Other factors which increase the opportunities for outages due to enemy ac- 
tion, apart from the peculiar vulnerability of the product, must be taken into 
account. A great many heavy transformers exist in a system, such as Bonne- 
ville or TVA, and the opportunity for sabotage or bomb damage is multiplied. 
They are usually installed in outdoor switchyards. Because of the function 
which they perform in the power network, many heavy transformers are located 
at isolated points where sabotage by long-distance rifle is easy of accomplish- 
ment. Likewise, many substations with heavy transformers are located in the 
midst of metropolitan areas with many persons passing close by on foot or by 
car in the normal course of travel. 

In another war, given any enemy ability to attack the continental United 
States, serious consideration would be given to making power generation and 
distribution facilities, where heavy transformers will be located, a major target. 
The summary report of the United States Strategic Bombing Survey, B—23342 
(September 30, 1945) stated: 

“Had electric generating plants and substations been made primary targets, the 
evidence indicates that their destruction would have had serious effects on Ger- 
many’s war production” (p. 14). 

Also, with the development of enemy capacity to deliver an atomic bomb on 
the Continental United States and the likely selection of target areas where there 
are industrial and military installations important to national security, such as 
the Pacific Northwest and the Tennessee Valley, the possibility of the occurrence 
of a number of simultaneous outages of heavy transformer equipment from 
bombing must be considered. 

If the United States should become involved in a major conflict, the possibility 
of an eventuality such as simultaneous multiple outages of heavy power trans- 
formers from sabotage or bombing must be taken into account if national secur- 
ity interests are to be considered at all. 


3. The fact that domestically produced heavy transformers can be repaired or 
rebuilt much more speedily than those of foreign origin in event of serious 
outages, regardless of the cause, makes it important for national seucrity 
to procure this equipment from domestic sources 

The official observations of responsible Federal Government officials are in sup- 
port of the proposition that domestically produced transformers can be repaired 
and rehabilitated in a much shorter period of time than is the case with foreign- 
produced transformers. Both the Corps of Engineers, United States Army, and 
the Bonneville Power Administration, have already encountered situations where 
foreign-produced transformers were out of service for 18 months or longer as the 
result of outages that were serious enough to require the transformer to be 
returned to a plant. 

In discussing the experience of the Department of the Army with the Chief 
Joseph Dam outages, the letter of the Secretary of the Army, referred to above, 
said: 

“Similar replacement (i. e., similar to that which English Electric is having to 
perform) if required from a domestic manufacturer would require less than half 
this time since intercontinental shipments would not be involved.” 

Experience of the Bonneville Power Administration is supporting. The outage 
resulting from the failure of the American-Elin transformer was in excess of 
17 months, whereas the failures of domestic transformers resulted in outages 
of an average of 6 months (5, 6, and 7 months, respectively ). 


{ 
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In his assessment of the situation, regarding comparable time periods required 
for repair or servicing, the Secretary of the Army stated the following: 

“If foreign manufacturers have adequate facilities for repair and maintenance 
work within the United States or Canada, the time required for repairs or 
servicing should be comparable with that required by domestic manufacturers, 
provided the repairs are not to the extent that would require new windings 
or other parts which could only be obtained from a manufacturer’s main factory. 
In the latter case, the time would be much greater. However, few foreign 
manufacturers have as yet established such facilities in North America. Ac- 
cordingly, major repairs to equipment of non-United States manufacture will 
normally require much greater elapsed time and could involve extended outages. 
For minor repairs or servicing which would be done at the site, the actual time 
of making repairs should be comparable with that of domestic manufacturers, 
but the overall outage time might be somewhat longer depending upon the 
time required to get the foreign manufacturer’s representative and repair crew 
to the site.” 

The relatively small number of outages experienced with domestic trans- 
former equipment and the relative speed of repair in those instances where 
outages do occur, has made it possible for the power networks of the United 
States to function with a minimum amount of spare transformer capacity.* 

There is another significant official recognition of this disparity in time re- 
quired for repair and servicing between domestic and foreign produced trans- 
former equipment. It is the recent effort of several of the Federal procurement 
agencies to include, in their invitations to bid on heavy transformers, a clause 
requiring that, in order to be an eligible bidder, a company must have available 
within the United States or Canada repair and test facilities of adequate size 
to service the transformers that are the subject of the bids. Clauses of this 
type have been used in the recent past by the Department of the Interior and 
the Tennessee Valley Authority. The use of these clauses constitutes recog- 
nition by the Federal Government that the disparity in time required to repair 
or service domestically produced equipment and that produced abroad exists 
and is of consequence, even under peacetime commercial operations. How much 
more important such a time disparity would prove in event there were a 
substantial number of outages of foreign-built heavy transformers simultane- 
ously in a system such an Bonneville or TVA. 

The reasons behind this disparity in time required to repair and service 
heavy transformer equipment produced domestically and abroad are not diffi- 
cult to ascertain. 

The United States electrical equipment industry is fully equipped to undertake 
maintenance and service of its products throughout the country. To do so not 
only for transformers but other types of electrical equipment, the United States 
manufacturers maintain a field staff consisting of over 3,000 engineers and over 
5,000 technicians and highly skilled workers located widely throughout the United 
States. These are in addition to research, development, and design engineering 
staffs. The geographical coverage is such that within a few hours practically 
every important electrical installation in this country can be reached. Support- 
ing this service are the manufacturing plants, well-equipped repair shops located 
in many centers, and warehouses for finished parts and repair materials. The 
personnel which supervise and perform this field work and inplant repair are 
highly trained and have skilled and intimate knoweldge of the equipment ; many 
of them are specialists. 

On the other hand, it is necessarily impossible for a foreign supplier to main- 
tain in this country a service force for large-scale repair and replacement and a 
stock of replacement materials in any way comparable to those maintained by the 
domestie industry for domestically produced heavy transformers. Most often 
there is none at all, or the responsibility of keeping on hand a small supply of 
parts is subcontracted out to an American company, whose staff may or may not 
be able to handle complicated repair or maintenance problems. Certain foreign 
manufacturers now maintain small shops and stores of supplies in Canada, but 
these facilities are not, nor are they meant to be, adequate to handle major 
repairs or the production of replacement parts. 


*The Stone & Webster Engineering Corp. report pointed out that: ‘*The equipment for- 
nished by the electrical manufacturers in the United States has proven so reliable that 


¥ oa, DOCEREES the practice to omit spare equipment, especially transformers and circuit 
yreakers. 
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Of course, when the breakdown of a piece of heavy electrical equipment such 
as a heavy transformer is so serious as to require a return of the equipment to 
the point of original manufacture for rebuilding (and this is often the case) the 
time differential becomes even more serious because of the vast difference in 
transportation time. Reliance upon repair shops in Canada for rebuilding in 
these cases has proved to be misplaced. In one such case after the item was taken 
to Canada for major repair, it proved to be necessary to send the units back to 
the point of manufacture overseas. 

Thus far, our consideration of this problem of time involved in repair and 
servicing or rebuilding has been premised upon peacetime conditions. In time of 
actual military emergency, where national security is at stake, and the role of this 
equipment becomes most critical, it may be entirely impossible because of the in- 
ternational situation, the problems of the foreign supplier in his own nation, for 
security reasons, or otherwise, to obtain adequate service or replacement ma- 
terial of any suitable type for the foreign equipment or to send the unit back 
overseas for major repairs or rebuilding. 

It may be suggested that in such a situation the Federal Government could 
turn to the domestic transformer manufacturers to do the repair, servicing, and 
rebuilding. Of course, in such an event, the domestic companies would do 
their very best. But certain obstacles must be taken into account. These 
heavy transformers, like other types of heavy electrical equipment, are tailor 
made, each designed to fill its own peculiar and special function. Most trans- 
formers of foreign design are considerably different than those of domestic 
origin. Such differences involve the core, winding, insulation, tank, and ac- 
cessories. Frequently the wire sizes and core stem thickness vary from stand- 
ard domestic dimensions. If drawings and manufacturing information are not 
available (and the likelihood is that they would not be) a disabled trans- 
former would have to be sent to a factory for disassembly so that each com- 
ponent could be analyzed; so that drawings could be made and manufactur- 
ing information obtained for fabricating replacement parts. 

If adequate drawings and manufacturing information are availble, the 
situation is somewhat better. But, in that case the drawings must be inter- 
preted and conformed to domestic drafting procedures and the manufacturing 
and processing analyzed in terms of domestic facilities. This involves exten- 
sive engineering and drafting work. Once the job reaches the factory fur- 
ther substantial delays are unavoidable because of workers’ lack of familiar- 
ity with foreign design and because most of the necessary replacements would 
be special, nonstandard products. Often, existing tools and gages, used for the 
production of domestic designs, are unuseable on foreign designs because of dif- 
ferences in procedures and units of measurement and dimension. The replace- 
ment of even simple items on foreign transformers requires special work, while 
a standard item on domestically built transformers would be found in stock 
at the factory. 

It has been estimated that a major repair schedule on a foreign transformer 
would require 2 to 3 times as many man hours of work as a similar repair 
on a domestic transformer. Furthermore, if a standard stock replacement is 
compared to a special adaptation for a foreign transformer, the man-hour ratio 
may rise to 10 or more. 

In World War II there were cases in which United States manufacturers 
were called upon to repair heavy electrical equipment supplied by foreign manu- 
facturers in Mexico and South American countries. That experience proved the 
difficulties that are apparent and required greatly extended time periods as 
compared to repair of domestically produced items by the same concerns. 

In order to provide the most authoritative information for weighting the time 
factor in repair and servicing of domestic and foreign-produced transformers 
in both war and peace, a questionnaire was circulated to the domestic manu- 
facturers of heavy transformers. This individual opinion reflecting the observa- 
tions of a number of producing companies is set forth in appendix II, without 
identifying the particular company transmitting the answer to the question- 
naire. 

Finally, in this connection it would be well for those in responsible Govern- 
ment positions to carefully appraise the disaster service record of the United 
States electrical manufacturing industry as revealed in cases of serious inter- 
ruptions in electric power service resultant from flood, hurricane, and explosion. 
This record, analyzed and summarized in the Stone & Webster Engineering 
Corp. report, referred to above, insofar as heavy transformers are concerned, 
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could not be duplicated if the equipment affected was of foreign origin. The 
serious interruption of electrical power supply and service would be much more 
lengthy and damaging. This situation would be greatly magnified in its serious- 
ness in event of a major war. 

It is submitted that the additional risk to national security involved in the 
continued installation of increasing quantities of foreign-produced heavy trans- 
formers clearly should be no longer indulged when the factor of resulting un- 
reliability of electric power supply is taken into account. 


Ill. THE ABILITY OF DOMESTICALLY PRODUCED HEAVY TRANSFORMERS TO HANDLE THE 
EXCESS LOADS THAT CHARACTERIZE WARTIME OPERATIONS GIVES ADDITIONAL NA- 
TIONAL SECURITY VALUE TO A RELIANCE ON THIS SOURCE OF SUPPLY 


In time of all-out mobilization when national security is at stake, the heavy 
equipment for the generation, transmission, and distribution of electrical power 
is strained to the limits of its capacity. Under stresses of this magnitude the 
equipment produced by the American electrical manufacturing industry, in- 
cluding heavy transformer equipment, could be operated somewhat above its 
rated capacity. This would not be true of foreign-built transformers. 

During World War II the Nation’s mobilization placed demands for electrical 
power of dimensions not contemplated. The capacity of existing equipment was 
strained to the utmost. In many areas of the country it was at times necessary 
to operate this equipment at levels appreciably above rated capacity for pro- 
longed periods of time. The Amercian-produced equipment withstood the strains 
of overloading. 

In the Stone & Webster Report, referred to above, the World Was II experience 


' at Grand Coulee is commented upon as follows: 


“Even with such overloading, the equipment was well maintained and serv- 
iced by the manufacturers and there were no significant outages which impaired 
the productive capacity of the aluminum plants, the aircraft factories, the 
shipyards, and other strategic installations.” 

It is generally recognized among engineers—including both the engineers who 
work for the Government and the engineers who work for industry—that a 
United States-built transformer, designed to comply with the specification that 
calls for the 100,000 kilovolt-ampere unit will in fact handle loads considerably 
in excess of 100,000 kilovolt-ampere. It is this built-in capacity to handle over- 
loads that made possible the World War II record. Transformers that are 
produced overseas do not contain any comparable built-in ability to handle over- 
loads. The superiority of United States equipment in this respect represents 
an additional advantage for national security that is derived from the installa- 
tion of United States-built equipment that may be of considerable value in 
periods of emergency. 


IV. THERE IS A RISK TO NATIONAL SECURITY INVOLVED IN THE INCREASING CONCEN- 
TRATION OF FOREIGN-BUILT HEAVY TRANSFORMERS IN FEDERAL POWER SYSTEM AREAS, 
IN WHICH MANY KEY NATIONAL SECURITY INSTALLATIONS ARE LOCATED AND DE- 
PENDENT UPON THOSE SYSTEMS AS A SOURCE OF ELECTRIC ENERGY 


Any evaluation of the further importation of foreign-built transformers should 
take into account the general considerations previously developed which would 
prevail if this equipment were being installed at any point in the continental 
United States. But these facts are of particular significance in view of the in- 
creasing concentration of foreign-built heavy transformers in Federal power 
system areas in which many key national security installations are located and 
are dependent upon these systems as a source of electric energy. 

For example, let us consider the Pacific Northwest area served by the Bonne- 
ville Power Administration. This area is of great importance to the national 
security of the United States. Much of the expansion of the electrolytic process 
industries for the production of aluminum, phosphorus, and titanium is planned 
for or has been accomplished in this area. It is the home of substantial aircraft 
production. During a war a substantial shipbuilding industry will be rede- 
veloped to add to that already present in the area. Important installations 
relating to atomic-energy development are already located there. It is of great 
economic and strategic importance to United States national security in many 
respects. 

These industries and many others are concentrated in areas many miles 
from the large hydroelectric developments which characterize the power system 
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of the Northwest. High-voltage transmission lines carry the power from the 
plants to the load. Substations where the lines terminate, where the lines 
are switched, and where the power is transformed to lower voltage for distribu- 
tion are large. 

Economical design has demanded that the units making up the power sys- 
tem—including transformers—be large in size. 

With the relatively large power transformers employed in this power system, 
failure and subsequent outage of any unit is a serious matter, particularly if 
it should occur at a time of emergency conditions when the entire system was 
being operated at capacity because of national security demands. 

Let us examine a moment the service rendered directly by the Bonneville 
Power Administration. In the fiscal year 1956 Bonneville Power Administration 
sold approximately 39 percent of its power to aluminum reduction mills which 
comprise about 40 percent of the aluminum industry (BPA, 1956 annual report, 
p. 25). During the same period BPA sold approximately 6.5 percent of its 
power to other industrial customers having potential defense essentiality, in- 
cluding chemical and electroprocess industries. Specifically, BPA’s industrial 
customers in 1956, aside from the aluminum industry, were as follows: Car- 
borundum Co., Crown Zellerbach Corp., Electro-Metallurgical Co., Hanna Nickel 
Smelting Co., Keokuk Electro-Metals Co., Pacific Carbide & Alloys Co., Pacific 
Northwest Alloys, Pennsylvania Salt Manufacturing Co., Rayonier Co., and 
Victor Chemical Works (BPA, 1956 Annual Report, p. 31). 

The Bonneville Power Administration also serves the Hanford Engineering 
Works of the Atomic Energy Commission at Hanford, Wash. (hearings before 
the Subcommittee on Public Works Appropriations of the House Committee on 
Appropriations, 84th Cong., 2d sess., p. 25). 

It is also to be noted that BPA serves the city of Seattle which is the head- 
quarters of Boeing aircraft. ; 

In the perspective of these facts with deep implications for national security, 
the increasing concentration of foreign-built transformers in the Bonneville 
power system takes on particular significance. It is estimated that of a total 
of 528 transformers installed, delivered or on order, 19 are of foreign origin. 
It is also estimated that in kilovolt-ampere capacity these foreign transformers 
will amount to approximately 10 percent of the total. It is also believed that 
they are of relatively larger size than average. It should also be noted that 
the 6 foreign-made heavy transformers already installed and the 13 on order 
represent a very large percentage of all of the heavy transformers ordered by 
Bonneville in recent years. If this policy of importing and purchasing heavy 
transformers is continued, the results over a long-term period, in the light of 
the recent trends, will result inescapably in a power system in which a large 
or substantial share of the heavy transformers on which the system operation 
will depend will be of foreign origin. 

This leads to the question as to the consequences to national security of long- 
term outages of a substantial number of these foreign-built transformers in any 
span of time coincident with demands for all-out war production. Should this 
risk, which can be avoided so easily, be added to the other risks to national 
security in maintaining adequate power supply in that area which are un- 
avoidable, i. e., unpredictable water shortages, etc.? * 

This increasing concentration of foreign-built heavy transformers in Federal 
power systems in which there are located key national security installations 
dependent upon those systems is not confined to the Pacific Northwest and the 
Bonneville power system. An examination of the record of customer installation 
of foreign-built heavy transformers (see exhibit B of appendix I) will show that 
the United States Bureau of Reclamation, Department of the Interior, the United 
States Engineer Corps of the Department of the Army and, more recently, the 
Tennessee Valley Authority, have imported substantial numbers and capacities 
of foreign-built transformers in recent years. 

An examination of the map, submitted by the NEMA large generating and 
converting apparatus section in its statement showing the location of various 
types of heavy electrical equipment in the United States from foreign sources, 
reveals graphically the extent to which increasing installations of this type 
will affect the power supply in the Tennessee Valley area and the Mountain 
States, such as Idaho, Wyoming, northern Utah, northern Colorado, northern 
Nebraska, and the Dakotas—the areas where the Federal agencies mentioned 
play an important role in power supply. 








‘Cf. Fourth Annual Report of the Joint Committee on Defense Production (H. Rept. 1, 
84th Cong., Ist sess., at pp. 35-36). 
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Let us consider the long-term implications of this policy for the Tennessee 
Valley area in the light of recent importations by the Tennessee Valley Au- 
thority of heavy transformers. TVA during the fiscal year ended June 30, 
1956, sold 30.2 billion kilowatt-hours of electric energy to the Oak Ridge and 
Paducah plants of the Atomic Energy Commission which figure represented 56 
percent of TVA’s total sales. In the same year 1.8 billion kilowatt-hours was 
delivered directly to the Aluminum Co. of America. Other major industrial 
customers receiving direct service were: Air Reduction Co., Diamond Alkali 
Co., Monsanto Chemical Co., Pennsylvania Salt Manufacturing Co., Pittsburgh 
Metallurgical Co., Reynolds Metals Co., Shea Chemical Corp., Tennessee Copper 
Co., Union Carbide and Carbon Corp. and Victor Chemical Works. (See TVA 
Annual Report, 1956, pp. 1, A41.) Of the 12 billion kilowatt-hours of TVA 
power used by industry in the fiscal year ended June 1955, a conservative esti- 
mate of the amount used by defense related industries has been put at 9.5 billion 
kilowatt-hours. (See hearings on S. 6766 before the Senate Public Works Sub- 
committee. of the Committee on Appropriations, 84th Cong., 1st sess.) 

Additional detailed information, not readily available to the large transformer 
industry, concerning the increasing dependence of areas in the Dakotas, Wyoming 
northern Colorado, northern Utah, and Idaho on foreign-built heavy electrical 
equipment, including many heavy transformers, would be readily obtainable by 
the committee from the Bureau of Reclamation of the Department of the In- 
terior and the Corps of Engineers of the Department of the Army. 


CONCLUSION 


It is submitted that the foregoing facts, when weighed in the crucible of the 
Government’s own authoritative pronouncements on national security and elec- 
tric power supply, add up to a clear showing, in terms of heavy transformers, 
that legislation designed to adjust the importation and procurement policies of 
the Government to interests of national security is long overdue in the field 
of heavy electrical equipment. 

We trust that this committee, confronted as it is by the legislative task of 
adjusting our national trade policy to contemporary requirements, will amend 
the bill before it to make adequate provision in the national security section to 
meet the problem of importation of heavy electrical equipment, including large 
power transformers, along the lines recommended by Mr. Mertz, speaking for the 
import committee of the National Electrical Manufacturers Association. 


APPENDIX I 


Report OF LABOR POWER TRANSFORMER GROUP ON COMPARISON OF SERVICE 
PERFORMANCE OF UNITED STATES MANUFACTURE WITH THOSE OF FOREIGN 
MANUFACTURE 

EXHIBIT A 


TRANSFORMER SECTION, LARGE POWER TRANSFORMER GROUP (8—TR-—3)—SUMMARY OF 
QUESTIONNAIRE OF SERVICE PERFORMANCE OF LARGE POWER TRANSFORMERS MANU- 
FACTURED BY REPORTING COMPANIES FOR DOMESTIC CUSTOMERS 


I. Units above 10,000 kilovolt-amperes on highest nameplate rating shipped to 
domestic customers each year—1950 through 1956 











Year of shipment Number of Total kilo- 

units volt-am peres 
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BR aisiisastic, sjasins snren igg octkbuinedgimekabmielcatins dpe ieee 785 | 35, 698, 757 
Bn vadbedbuios ooeedtvcdiuluweaodh Siete. k Ce wiesaiss oe inant tleupn saat dete 616 27, 212, 925 
RGAE inno ncnctinannsincneaesininenonsiipansaseibinmamh auntie seeameaste 861 31, 062, 250 


24093—-58—pt. 1——-33 
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II. Service failures’ of units in above table each year—1952 through 1956 








Year of failure Number of | Total kilo- 
units volt-amperes 
ie ie Raa neces ainhadbeenkatigiettons¢<n=<nebe ‘ 2 55, 000 
IRS ohn conedabithnginineuiniaien Ras Siemens stan oeertegeelbweeleieam at aties iocvopaigateen 1 125, 000 
Pe ee PE Ie sin skeen ac docubs bwdebbnackahecwssiel Sbncdawensauaccksadeues 6 227, 499 
ERE ry ihc Sit Col Saud Stiieige as dbeip otis oh $4 ane eaten ~ nencbobéhow 11 855, 542 
MBB so cerenn- nen enso---- ~~ sae seen ten ennn no n- a n sence nee peceeenrereeceeenmeee 13 834, 167 





1 The following instructions are shown on the form for reporting the above information to NEMA: 

Include only failures of transformers manufactured by your company, resulting in emergency service 
outage, requiring extensive repairs, and probably resulting from defective design or manufacture consider- 
ing required conditions of handling and service. Some judgment is required in determining what consti- 
tutes a service failure. It is important that we include all cases which would be regarded as service failures 
by the operating companies. Omit those cases where only minor adjustments were needed to restore the 
transformer to operating condition or where the failure resulted from unreasonable treatment of the trans- 
former by the operating company. A second failure in service of the same unit should count as a second 
failure, Show only failures of units shipped between January 1, 1950, and December 31, 1956. 


ExuHisiIt B 


Taste I.—Foreign built transformers installed in United States of America 
above 10,000 kilovolt-amperes 












































Kilovolt- | Low Year of 
No. ampere Foreign manufacturer Customer United bid 
rating States award 
bid 
(1) 80,000 | English Electric.....-- U.8. Bureau of Reclamation.._.| $270,000 | 1952 
(1) 15,000 | American ELIN ...--.|_---- da le a at 178, 524 1952 
ag (1) 15, 000 |_..-- Ta ee Miceckshce nb ecdato seca se 104,179 | 1952 
(1) 20, 000 |_..-. PR dae kinases sci SLT oer 113, 690 | 1952 
(1) 66, 667 |._.-- i iecmectedioanedinsoas do. . 109, 313 1952 
(9) 23,333 | Ferranti............... U. 8. Engineer | Corps— —Garri- 1,063,100 | 1952 
son Dam. 
(3) 50,000 | American ELIN ------ — Power Adminis- 798,000 | 1952 
ration. 
(2) 75,000 | English near. eal City of Seattle. __- alitictsacemiae 815,920 | 1952 
2,31 (4) 16, 667 | American ELIN ----_-- Box Canyon Dam.....___..._- 290,058 | 1952 
863, 332 3, 742, 784 1952 
(1) 66, 667 |..-.- do.................] U. 8. Bureau of Reclam: ation... 96, 187 1953 
(3) 26, 667 |__._- RE ERE IE SE. M6 25...k2. waod 363,250 | 1953 
(3) 20, 000 ___ eee ee) EE do. 358,263 | 1953 
(6) 56, 500 | Ferranti_..............| U. Engineer Corps.—Mc- 983,228 | 1953 
4) ee Dam, 
Ronee (3) 42,000 | Legnano..............} U. 8. Engineer Corps.—Gav- 387, 285 1953 
ins Points. 
(10) 103,000 | English Electric__....- Ue. saeneet Corps.—Chief | 2,204,068 | 1953 
oseph. 
(3) 50, 000 |... do................-| Bonneville Power Adminis- 787,096 | 1953 
a tration. ——-_———— 
1, 841, 668 5, 179, 377 1953 
5, 61.... —_—_—_——— —— 
(3) 33,333 | American ELIN..-.--- U.S. Bureau of Reclamation_-_- 363,964 | 1954 
(1) 40,000 | American Legnano..--_|__...d 5 Guess 160,336 | 1954 
(3) 26,666 | American ELIN......}_..-- do , 284,534 | 1954 
(1) eR Se oe ee a , 72, 454 1954 
(3) Tbh leviccotasstaetioaced do Z 372, 140 1954 
(1) do.................| Bonneville Power Adminis- 227,650 | 1954 
tration. 
(3) PDs 0 0nsscdkis U. 8. Engineer Corps— 156,028 | 1954 
Cheatam. 
71 ee BE PBB. oes cscs ccceveee Arizona Public Service......-- 94,500 | 1954 
1, 731, 606 1954 
(1) 4, a 4 U. S. Bureau of Reclamation... 129,227 | 1955 
(1) (le a bea iegielaihinsaibdicantieaten serdadsinedl 155,603 | 1955 





See footnote at end of table. 
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TABLE I.—¥Foreign built transformers installed in United States of America 
above 10,000 kilovolt-amperes—Continued 


No. 


g:.....4 @ 


(2) 
(1) 
(3) 


(1) 
(1) 
(1) 
(4) 
(2) 
(1) 
(4) 
(2) 
(4) 
(2) 
(3) 
(5) 








Kilovolt- 
ampere 
rating 


30, 000 


SESE 


85 


Sxs 


22583: 
= SURSE ESSERE : 


a 
ws 


i > 


3, 77 


Foreign manufacturer Customer 
aeekod D6 ietinsd napus lida ine an sauwbedisadgkseee 
RETIN TER sei ak-i:c alincatedatiata sie dickinsamaiciines 
wer do........-.----.--| Bonneville Power Adminis- 
tration. 
sates animetaet than nating bianhtl i eetn tnneiielih detatirenanglticaids 
English Electric.......| U. 8. Engineer Corps— 
Uford Dam. 
ened do.....-......-....| U.. 8. Engineer Corps— 
Table Rock. 
Verranti.............. 8. Engineer Corps— 
Dal 
sil htniein dencapneredaniiaiatdl Gai dictisthw bth tnt aly enetieen 
English Electric........ Teeents Valley Authority... 
I ccedilan co hevyenterioces® fociiaesl niches hiidlis antliie tip taicta 
B B................-.| New York State Power 
Authority. 
American ELIN ._--- City of Seattle... “ie 
Pac.-Oerliken. ._------ City of Tacoma..-............- 
English Electric........New York State Power 
Authority. 
Sa diecveenten Oilty of Seatile........-.....4.. 
— ELIN...-...| U. ‘. Bureau of Reclamation_. 
Lin eden tieedoichipie Sialic seaniie aatean 
TA dakivesetacy << Bonneville Power Adminis- 
tration. 
~enelligesdenesteinehtedtiiedats cateinisdursaehdded teaser tlegimeeten 
Pe | UREA Miatdunnad eUsieniieiagae es 
Tivnttamecndiurghist hanes es 
English Electric...... oa Tennessee Valley Authority... 
nqll lacdangddenedrcnas tee aatienaaueds oliacet ud disso 
aida calatedin ne keen cet | Re eR ee ae ae 
oe EIR, BEES she noth cetarsesattusecd 
English II ras alics scala onaticnsl ike dthdieand 
Ween no, obasissckl. SRR sii. aba. 
English Electric_...--- City of Los Angeles........... 
American ELIN..---- .do wieeniuaicite 
English Electric.......| PUD No. 2—Grant County... 


1 Sikeunes to trouble and failures—see table I II. 


1, 172, 917 
235 


239, 225 
292, 902 


2, 431, 170 
813, 044 

, 654, 172 
1, 326, 565 
475, 881 
632, 477 
423, 462 


334, 564 


12, 293, 572 


443, 600 
88, 250 
218, 493 


105, 000 
105, 460 
290, 800 
1, 654, 172 
882, 
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TABLE II.—Troubles and failures—Foreign built transformers above 10,000 
kilovolt-amperes 


CROSS REFERENCE TO TABLE I 


1. American ELIN for Bureau of ae 15,000 kilovolt-amperes for Wash- 
burn Substation, N. Dak.—Transformer arrived in Washburn approximately March 1955, 
Final inspection in March 1956 before energizing for first time revealed broken lead on tap 
changer. Repairs made by American ELIN representatives at the location. Apparent 
cause—Severe humping in transit. 

2. Ferranti for United States Engineers’ Corps—Garrison Dam—(2) 33,000 kilovolt- 
amperes single-phase out of a total of (9).—First incident—January 19, 1956—Trans- 
former energized for first time (approximately 1 year after installation). After 3 minutes, 
tap changer arced over, spraying copper over core and coils. Unit shipped to Ferranti 
factory in Toronto for repairs. Apparent cause—Manual tap changer had inadvertently 
been left in bridging position. 

3. Second incident—July 26, 1956—High voltage bushing on phase B transformer, 
unit 2, exploded. Spare bushing still in England. 

4. Ferranti for United States Engineers’ Corps—McNary Dam—(6) 56,500 kilovolt- 
amperes.— November 15, 1955—Delivery of (3) of these (6) transformers delayed 45 days 
due to design modifications made necessary by breakdown of core insulation during impulse 
tests. Held up energizing of 70,000 kilovolt-amperes generator. 

5. English electric for United States Engineers’ Corps—Chief Joseph Dam—(10) 103,000 
kilovolt-amperes single-phase units.—First incident—May 31, 1956—Winding failure 
severely damaged the transformer. Unit was returned to Toronto for repairs. Failed a 
second time in service after 6 hours of operation. Subsequently sent back to England for 
checkup and tests. 

6. Second incident—March 14, 1957—Second unit ear similar to failure of first 
unit. Will be shipped to England for repair. It has been decided that design deficiencies 
will require the return of the remaining eight units to England for rebuilding. 

7. American ELIN for Bonneville Power Administration—(1) 50,000 kilovolt-amperes— 
three-phase unit—McNary Dam.—July 1956—Winding failure—Sent to Spokane Trans- 
former Co. for repair. Subsequently returned to Austria for checkup and tests. Tests 
scheduled to be witnessed in March 1957 by Bonneville Power Administration inspector 
were postponed until April because of factory difficulties. 

8. Legnano for Bureau of Reclamation—Heyburn Substation—(1) 15,000 kilovolt- 
amperes.—January 1957—Inspection of unit before energizing revealed that core had 
shifted—Sent to Idaho Power Co. plant at American Falls, Idaho, for repairs. Cause— 
Damage in transit prior to installation in April 1956. 


ExHIsit C 
SUMMARY—LARGE POWER TRANSFORMERS OF FOREIGN MANUFACTURE 


1. Units above 10,000 kilovolt-ampere rating shipped to domestic customers 
each year, 1953-57 


Year of shipment ! Number of | Total kilo- 




















units volt-amperes ? 
TS RS ae ; 93 | 863, 332 
Rg Eas oe as ' : 29 | 1, 841, 668 
1955_.. ; ; ; 16 | 454, 996 
Ricascecas 78 5, 066, 665 
Bt sais. 36 | 3, 774, 332 
i ; ; snake 182 | 12, 000, 993 
2. Service failures of units in above table each year 
Year of failure | Number of Total kilo- 

units volt-amperes 

Ic tite eae ssinemeetpnitneneetitonamces ——— om & 
a in ctiokackensdwonckow dabmaennie 5 | 3 322, 666 
Ek Ste ek MER tinn ov em ren minis onan ih detainee ceebhlaeen | 1 | 15, 000 





1 Only date of bid award is available. Year of shipment is taken as year following bid award. 

2 These are self-cooled ratings (U. S. data is based on forced-cooled ratings). 

3 Does not include 8 103,000 kilovolt-ampere units which are being removed from service and being 
returned one by one to England for rebuilding. If these 8 units were to be included, the totals for part 
2 would be: Number of units, 14; total kilovolt-amperes, 1,161,666. 
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ExuHIgit D 


Comparative failure rates 


1. United States manufactured transformers, 1950-56 : 
Units: 
Total units shipped, 5,208. 
Number of units failed, 33. 
RT TO an erence ertecte eet ae netting 0. 0063 
Kilovolt-amperes : 
Total kilovolt-amperes shipped, 192,797,536. 
Total kilovolt-amperes failed, 2,097,208. 
OT, Pan a cs ices eee rah eee Sein Diss aren akon .0109 
2. Foreign manufactured transformers, 1953-57 : 
Units: 
Total units shipped, 182. 
Number of units failed, 6 (14).* 
Vallure rate... scsieindcrnitonwrnasede-ebedenmnmnind sores 
Kilovolt-amperes : 
Total kilovolt-amperes, 12,000,993. 
Total kilovolt-amperes failed, 337,666. 


.0281 
Pieiiwré 2000s io ieSs es ee es ee 20968 
*1, 161, 666 
8. Ratio of foreign-built transformer failure rate to domestically 
built failure rate: 
On basis of number of units, 5.23. 
On basis of kilovolt-amperes, 2.58. tke © 
= 2 2 
ON UI a cscich wen i histo ntatedane dias hitch atcaidncnntkeata> <tiines Gelli te tankin ak 1g 88 


1Figures if 8 103,000-kilovolt-ampere units, being returned to England for rebuilding, 
are included. 


APPENDIX II 


OBSERVATIONS OF DOMESTIC COMPANIES PRODUCING LARGE POWER TRANSFORMERS 
ON THE TIME Facror IN REPAIR AND SERVICING OF DOMESTIC AND FOREIGN- 
PropUucEeD TRANSFORMERS 


The following queries were addressed to a number of domestic companies pro- 
ducing large power transformers: 

If heavy transformer equipment is damaged, would it normally be repaired or 
replaced? What is the average amount of time that would be required to repair 
(or replace) a domestic transformer, as compared with the time required to 
repair (or replace) a foreign transformer: 

(a) In time of peace (i e., with routes of communication open) ; 

(b) In time of war (i. e., with routes of communication overseas presumably 
not available for shipment back and forth of this type of heavy equipment). 

Company A answered the above questions as follows: 

“Normally, heavy transformer equipment is repaired when it is damaged, Re- 
pairs in time of peace take anywhere from a few days to 12 weeks for domestic 
transformers depending on the size and the extent of damage. Shipping time 
to and from the factory or the manufacturer's regional service shop would have 
to be added to obtain the total time out of service. For repairs on domestic 
equipment no engineering design time is required because drawings are available 
for immediate manufacture of replacement parts. 

“In recent years, where possible, we have avoided making repairs on foreign- 
built transformers because the difficulty experienced in obtaining and interpre- 
ting foreign drawings and because the unfamiliarity of foreign manufactur- 
ing practices have made it an unprofitable type of business. Practically speak- 
ing, we have to choose between two possible courses of action if we undertake a 
repair job of this sort: 

“1. We can request drawings and supplemental design information from the 
original manufacturer. On receipt of this information, the drawings would 
have to be remade to line up with American practice so that they can be under- 
stood in our factory. Special tools and equipment would be procured and spe- 
cial procedures for the shop to follow would be established. In some instances 





aan aes 


SRM 
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material substitutions would have to be made. An example of one of the diffi- 
culties encountered is the use of European nuts and bolts which require special 
hand tools be provided. 

“2. The alternative approach, and the one which we would be forced to fol- 
low whenever communciations overseas are shut off, would be to make a detailed 
engineering study of the damaged equipment leading to the design and prepara- 
tion of drawings and special tools for the necessary replacement parts. 

“Because of the engineering and drafting required and because of the special 
tooling and the carrying out of unfamiliar procedures in the factory, the repair 
of a foreign transformer in time of emergency would take at least three times as 
long as the repair of a comparable domestic transformer. 

“The replacement of an American manufactured power transformer, assum- 
ing that drawings and other design data are available, would take between 6 and 
25 weeks, depending on the size and complexity of the unit. The replacement 
of a comparable foreign-made transformer with one of domestic manufacture 
would take from 13 to 44 weeks. These estimates are on the basis that highest 
priorities are applicable in the factory to such repair and replacement jobs.” 

Company B answered the above questions as follows: 

“A heavy transformer can normally be repaired in approximately 3 months, 
excluding transportation time. 

“In the case of a foreign transformer that had to be returned to a factory over- 
seas, it would probably be necessary to add an additonal 3 or 4 months for trans- 
portation. 

“In time of war, foreign transformers would probably have to be repaired by 
domestic manufacturers. This would undoubtedly double or even triple the re- 
pair time, and in many cases it would probably be more practical to replace the 
equipment with transformers manufactured domestically.” 

Company C answered the above questions as follows: 

“Might either be repaired or replaced, depending on nature of damage. 

“(a) For a major repair or replacement of a domestic transformer, 10 to 18 
weeks would be required, assuming necessary materials are available. There 
have been several failures of foreign-built transformers in the Pacific North- 
west. At least two were at United States engineers’ projects, Portland, Oreg., 
district, and one was a Bonneville Power Administration transformer. This 
latter transformer was returned to Europe, and I have heard that this trans- 
former will be out of service a total of approximately 14 months. 

“(b) It is difficult to hazard a guess as to how long a foreign transformer 
would be out of service for repair in time of war.” 

Company D answered the above questions as follows: 

“Heavy transformer equipment, when damaged, would normally be repaired. 
However, this is brought about largely by the degree of damage and the general 
economics. In time of war the economics enter into the situation to a lesser 
extent and therefore time might be saved in replacing—again, of course, depend- 
ing upon the degree of damage and the time required to transport the damaged 
transformer to the repair site. In time of peace, with the average amount of 
time required to repair or replace a domestic transformer ranging from 2 to 6 
months, to repair a foreign transformer by domestic producer unfamiliar with 
foreign design, and with foreign shop processing and techniques considerably 
different, a doubling of the repair time would not seem unreasonable. Special 
parts that might be necessary could probably also be obtained within that space 
of time from abroad. However, in time of war the rapidity with which domestic 
transformers could be repaired by domestic manufacturers would, of course, be 
determined by the production scheduling which the Government might permit. 
This, of course, would in turn be dependent upon the facilities and manpower 
allotted by the Government to the production of transformers as opposed to 
other military equipment, plus the availability of materals. 

“Nevertheless, if we would assume that in time of war a domestic manu- 
facturer could repair or replace a transformer as readily as in time of peace 
it also seems reasonable that the foreign transformer would take more than 
twice as long to repair, since in many instances specialized parts would have 
to be made up which could no longer be obtained from the foreign supplier. 
To prepare such parts might require special tools or dies to be designed. A\l- 
though in the absence of detailed drawings—and should the specialized parts 
have been damaged so that measurements could not be obtained directly from 
the parts—it is possible that such transformer could not be repaired at all, 
but would have to be replaced in its entirely by one of complete domestic 
manufacture.” 
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Company E answered the above question as follows: 

“Whether damaged heavy transformer equipment would normally be repaired 
or replaced is dependent on the extent of the damage. However, ordinary peace- 
time damage, or most wartime damage, would probably result in a decision to 
repair, in order to salvage usable parts of the equipment. 

“Since the time factor appears to be the prime requisite and because the re- 
pair requiring greatest amount of time would be core and coil replacement, 
comments are based on the repair of a transformer requiring replacement of a 
complete core and coil assembly. This as a result of complete destruction of 
the transformer windings and the core. Should a transformer of domestic man- 
ufacture require complete replacement of the core and coil structure, it is felt 
that on a ‘crash basis,’ the manufacturer of that piece of equipment could re- 
place the core and coil unit, that is, rebuild the transformer around the new 
core and coil structure, within 6 weeks after receipt of the damaged transformer 
and notification that complete repairs were desired. To this should be added 
the time for return transportation from the plant. 

“If our company was required to repair a transformer of foreign manufac- 
ture and such a unit was of shell-type construction, either in time of peace or 
war, we would not be equipped to handle the rebuilding of such a unit. Should 
the transformer of foreign manufacture be of core-type construction, repair 
could be effected, and, assuming repair was made on a ‘crash basis’ and that 
design information from original manufacturer was available to us, it possibly 
would take us 2 weeks longer than the time required to effect repair of a unit 
of equivalent size and rating of our own manufacture. This is because our 
mechanics would not be familiar with the construction details. 

“In the above situation, should the condition be such that design information 
would not be available to us from the original manufacturer, then engineering 
time would need to be added to the actual repair time of 8 weeks indicated. 
Engineering time would be in the order of 4 to 6 weeks. Total repair time then 
would be something in the order of 12 to 14 weeks. This repair time assumes 
also that the size copper which was used in winding the transformer originally 
is available from our inventory. Should such not be the case and should it 
not be possible for our designers to design the replacement winding of the 
transformer around conductors of a size available from our inventory, then 
another 3 to 4 weeks might possibly need to be added to the required repair 
time for purposes of procuring copper. In other words, under these conditions, 
we would be talking in terms of 16 to 18 weeks total repair time. 

“It might be possible to repair foreign equipment, if of core-type design, 
more readily and quickly by fabricating the parts requiring replacement locally, 
than to attempt to have such parts manufactured by the original manufacturer 
and then imported into the United States for assembly by a domestic manu- 
facturer. In time of war, with transportation impaired, such an operation 
might well be impossible.” 


STATEMENT PRESENTED ON BEHALF OF LARGE GENERATING AND CONVERTING AP- 
PARATUS SECTION OF THE NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION 


This statement is submitted on behalf of those manufacturers who are members 
of the Large Generating and Converting Apparatus Section of the National 
Electrical Manufacturers Association who manufacture equipment that is vital 
to the generation and conversion of electric power. 


Tue IMPORTATION OF PowER-PRopUCING EQuiIPMENT as It Arrects NATIONAL 
SECURITY 


INTRODUCTION 


National security considerations 


In making this presentation, we wish to make clear at the outset that our 
case is based exclusively on considerations of national security and national 
defense. The issue of free trade on the one hand or of protectionism on the 
other is not involved. Regardless of how one feels about that issue, it is our 
contention that, where national security is involved, that consideration must 
be paramount. It is because we feel that heavy power-producing equipment is 
essential to national security that we urge that special procedures be established 
regarding the acquisition of this equipment. 
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Heavy electrical power-producing equipment 

The products with which we are concerned here are those which are directly 
pertinent to the production of large-scale power. Basically, this includes large 
generators which generate electric power in locations such as Hoover Dam, 
Grand Coulee Dam, McNary Dam, and Oahe Reservoir, large power transformers 
that increase the voltage of the power generated, so that it may be transmitted 
long distances and large circuit breakers and switchgear which are necessary 
to make connection between the generators and transformers. 


Essential to national economy and security 

It seems scarcely necessary to document the fact that a continuous and un- 
interrupted source and supply of power is essential to the economy of this 
country. The nation’s industrial production which is the single most important 
factor in national defense, is completely dependent, machine by machine, on 
the continuous flow of vast quantities of uninterrupted electrical power. Any 
serious interruption or breakdown may critically curtail the Nation’s industrial 
potential. 

Agencies involved 

Power is supplied primarily by private utilities, State agencies and munici- 
palities, and Federal agencies. The Federal agencies which are most directly 
concerned with the purchase of heavy power producing equipment are the Corps 
of Engineers, the Bureau of Reclamation, Bonneville Power Administration, and 
the Tennessee Valley Authority. 

While the total electrical energy produced by the Federal agencies is at the 
present time something less than 20 percent of the total energy produced in the 
United States, one must not lose sight of the tremendous importance of Federal 
installations. The Federal sites are located in strategic areas and some im- 
portant section of the country are to a very great extent dependent upon this 
source of power. In the northwest areas of the United States for example, 
approximately 65 percent of the area’s power is derived from Federal installa- 
tions. The development of this area is of great importance. Much of the 
expansion of the electrolytic process for production of aluminum, phospherous, 
and titanium is planned for this area, which is also the home of substantial 
aircraft production. During the war substantial shipbuilding was done in this 
area. During the year 1956 it is estimated that the Bonneville Power Admin- 
istration sold about 40 percent of its power to aluminum reduction mills. Bonne- 
ville also serves the Hanford Engineering Works of the Atomic Energy Commis- 
sion at Hanford, Wash. Other areas, such as the Missouri Valley area, are also 
to a large extent dependent on power from Federal installations. It is also 
known that a large amount of electrical power is directly connected with the 
activities of the Atomic Energy Commission in the production of fissionable ma- 
terials for use in our most critical weapons for the Nation’s defense. 


Procurement practices of Federal agencies 


The procurement policies of the Federal agencies are, accordingly, of vital 
importance if such policies affect the continued ability of these agencies to 
produce and deliver essential power. 


Equipment purchased abroad 

Prior to 1953 the Federal agencies bought little power producing equipment 
from foreign manufacturers. Beginning in 1953, however, the Corps of En- 
gineers and the Bureau of Reclamation began placing substantial amounts of 
business outside of the United States. The Tennessee Valley Authority began 
purchasing foreign equipment in 1955. In 1956 the Corps of Engineers bought 
26 percent of its power equipment from foreign sources, Bonneville Power Ad- 
ministration 39 percent, and the Bureau of Reclamation 47 percent. This, 
however, does not tell the full story because to date foreign manufacturers have 
bid on a very selective basis. Thus, in 1953 on the jobs on which they did bid, 
the Corps of Engineers awarded 55 percent of the total dollar amounts awarded 
to foreign manufacturers, and the Bureau of Reclamation 75 percent. Accord- 
ingly, should the foreign manufacturers elect to bid on all domestic jobs, they 
could, if present policies are continued, take over the bulk of production of all 
heavy power producing equipment. 


Cost of differentials between foreign and American producers 


Inasmuch as there is some limited protection resulting from the Buy American 
Act and the tariff on this equipment, it is pertinent to inquire why foreign 
manufacturers can consistently and substantially underbid domestic manufac- 
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turers. It must be understood that the equipment with which we are here 
concerned is basically custom designed and custom-made. It is fair to say that 
except where installed in the same installation, no two waterwheel generators 
are alike. The production of such equipment is the exact opposite from mass 
produced assembly line type equipment where American industry can better 
compete against the production of less expensive labor. The building of one 
generator of the type installed at McNary Dam is estimated to involve in total 
man-hours, both directly and indirectly, approximately 500,000 man-hours. In 
recent purchases of large hydraulic turbine-driven generators, the Corps of 
Engineers, in applying the escalation provisions which are based on labor and 
material indices prepared by the Bureau of Labor Statistics, has agreed that 
the proportion of the contract price represented by labor is 55 percent of the 
contract price. When it is considered that wages in the United States are nearly 
4 times as high as they are in England, and over 4 times as great as they are 
in Switzerland, the tremendous disadvantage of the American producer with 
respect to this type of equipment is apparent. Based on the percentage of 
labor involved in these jobs and the wage differential, it is our estimate that 
the advantage of the foreign manufacturer, due to lower wages, will be between 
80 and 40 percent of the price to the user. It is pertinent to note that such 
legislation as the Walsh-Healey Act requires that a domestic contractor manu- 
facturing equipment for the Government must conform with certain requirements 
as to minimum wages, minimum hours and overtime, and similar requirements, 
whereas the Government purchases from foreign manufacturers who are not 
subject to any of these requirements. 

The above indicates that foreign manufacturers could economically underbid 
domestic manufacturers on virtually all power-producing equipment in this 
eountry. If they choose to do so and if Federal agencies continue the present 
policy virtually all heavy power-producing equipment will be procured from 
abroad. 


Procurement policies of Federal agencies have been dictated largely by price 
considerations 


The Buy American Act requires Federal agencies to procure manufactured 
articles, materials, and supplies which have been manufactured in the United 
States unless the head of the Department involved determines this to be incon- 
sistent with the public interest or the cost to be unreasonable (sec. 10 (a), title 
41 U. S. C. A., act of March 3, 1933). Executive Order 10582, dated December 
17, 1954, prescribes uniform procedures for implementing this act. Among other 
things, it prescribes that a price differential fur like goods shall be deemed 
unreasonable where the price differential is 6 percent of the bid or 10 percent of 
the bid, exclusive of applicable duty, and costs incurred after arrival in the 
United States. (Parenthetically, one may note that previously a differential 
of 25 percent had been allowed. ) 

Where specifications have been technically met, the Federal agencies, in 
awarding contracts, have been guided almost exclusively by the above formula 
and have made awards to foreign manufacturers rather than to the low domestic 
bidder where the above price differential is exceeded. 


Other provisions of law largely ignored 


Other provisions of the Buy American Act as implemented by Executive Order 
10582 have largely been ignored. 

1. The price differential indicated above applies only where goods offered by 
domestic and foreign manufacturers are “of like material”. In view of the dis- 
cussion which follows, a question may well be raised with respect to whether the 
equipment supplied by foreign manufacturers, including the services necessarily 
attendant to such manufacturer’s equipment, is in fact comparable to that sup- 
plied by domestic manufacturers. 

2. Section 3 (a) of theabove Executive order authorizes and requires the execu- 
tive agency “to reject any bid or offer for reasons of the national interest; not 
described or referred to in this order ;” or 

3. “To reject any bid or offer for materials of foreign origin if such rejection 
is necessary to protect essential national security interests after receiving advice 
with respect thereto from the President or from any officer of the Government 
designated by the President to furnish such advice.” 

The President has designated the Director of the Office of Defense Mobilization 
to furnish advice to executive agencies with respect to essential national security 
interests. 
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It should be noted that the above Executive order not only authorize the execu- 
tive head to reject bids for reasons of national interest but also makes him “re- 
sponsible” for so doing. 

The significance of foreign purchases is also recognized by section 7 of the 
Trade Agreements Extension Act of 1955 which provides as follows: 

“In order to further the policy and purpose of this section, whenever the Di- 
rector of the Office of Defense Mobilization has reason to believe that any article 
is being imported into the United States in such quantities as to threaten to 
impair the national security, he shall so advise the President, and if the President 
agrees that there is reason for such belief, the President shall cause an immediate 
investigation to be made to determine the facts. If, on the basis of such investi- 
gation, and the report to him of the findings and recommendations made in con- 
nection therewith, the President finds that the article is being imported into the 
United States in such quantities as to threaten to impair the national security, 
he shall take such action as he deems necessary to adjust the imports of such 
article to a level that will not threaten to impair the national security.” 

Despite the above mandate, no determination or even investigation as to the 
essentiality to national security of heavy power producing equipment appears to 
have been made. These provisions appear to have been ignored by the Federal 
agencies in their procurement policies. 

We submit that the continued purchase of essential power equipment from for- 
eign manufacturers is contrary to “essential national security interests.” 

1. Greater proven reliability of domestically produced heavy power equipment 

American industry has recognized that rugged reliable electrical equipment is 
essential to continuous economical output. High standards have been established 
for Such equipment in the United States. 

The electrical manufacturing companies in the United States have in the 
past generally produced equipment which is better than required by specifications 
based on established standards. Thus, United States equipment has generally 
been capable of operating above rated capacity. This was a significant factor 
in the outstanding performance of American industry during World War II. 
For example, generators at Grand Coulee of a rated capacity of 108,000 kilowatts 
operated continuously at over 125,000 kilowatts, while 2 other generators at 
Grand Coulee each rated at 75,000 kilowatts also operated at over 90,000 kilo- 
watts during the war. This was vital to our productive capacity during the 
war. 

As pointed out in a report prepared by the Stone & Webster Enginering Corp., 
it is generally accepted opinion of engineers in the United States that foreign 
manufactured equipment does not have the capability or reliability of equip- 
ment furnished by United States manufacturers. At various international meet- 
ings, efforts have been made to establish international standards for electrical 
equipment. As reported by Stone & Webster: 

“However, progress has been slow. American representatives in these meet- 
ings have refused to lower United States standards. On the other hand, Euro- 
pean representatives, seemingly content with with the low standards in their 


own countries, have declined to improve them to the American level.” 
As a result of the lower standards prevailing in their own countries, foreign 


manufacturers lack experience when called on to meet United States specifica- 
tions. This can be very costly. 
McNary project as an example 

The generators at McNary Dam are in physical size the largest rotating elec- 
trical machines ever built. There are 14 generators in this station. The gener- 
ator and hydroelectric turbine making up the generating unit are supported by a 
thrust bearing upon which the rotating load is 4 million pounds. The first 12 
generators were procured from General Electric Co. on 3 separate contracts, The 
Corps of Engineers took bids for units 18 and 14 in this powerplant in October 
1953. English Electric submitted a bid approximately 17 percent below that of the 
lowest domestic bidder. It was pointed out at the time that the largest generator 
built by English Electric at that time was not more than one-third the size 
of physical generators required at McNary, and a question was raised as to 
the ability of English Electric to produce this equipment on time and to meet 
all operating requirements. Nonetheless, the award was made to English Blectric. 
The schedule for operation for these 2 generators was September and December 
1956. The 2 units were delivered on time but are reported to have undergone 
tests which indicated failure to meet specified temperature guaranties. Subse- 
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quently, the units were disassembled, rebuilt with smaller air gap and other 
design changes, but the generators still did not meet guaranties and were not 
accepted by the Corps of Engineers. We understand that English Blectric has 
requested the Corps of Engineers to accept these generators even though they now 
do not meet the specifications under which they were purchased. 


Comparative outage 


Perhaps the best data for use in comparing the relative quality of foreign 
and American-built heavy electrical equipment is that measuring reductions in 
generating capacity due to equipment outages. Outage figures represent time 
during which equipment is out of service both for securing maintenance work 
and emergency repairs. Thus, this measures both the reliability of the equip- 
ment and the efficiency of service departments in quickly repairing breakdowns. 
While there are fairly complete records of such outages of electrical equipment 
in the United States, no comparable data is available as to most foreign indus- 
tries. However, during recent years turbine outage in the United States has 
averaged 6.75 percent of total hours. The comparable figure for the British 
industry, as reported in the annual report, British Electrical Authority, 1953-54, 
is 13.2 percent, or nearly twice as large. This is probably typical of the different 
standards of performance between domestic and foreign equipment. 


2. Adequate repair and replacement facilities 

It is essential that the supplier of heavy electrical equipment should be 
equipped to promptly and expeditiously repair or replace equipment which has 
been installed in the event of its failure or destruction. The importance of this 
is indicated by the value of the power which is lost each day the equipment is 
inoperative. For example, it can be estimated that each day during which a 
generator such as those at Oahe are out of operation will result in energy loss 
valued at $5,000. This loss of energy is, of course, irretrievable. In addition, 
the failure to repair equipment during periods of emergency when power is 
critical can cause inestimable loss. 

Any realistic appraisal of the relative desirability of foreign or American 
power-producing equipment must recognize the basic difference in the ability of 
foreign and domestic manufacturers to repair and maintain their equipment. 

The United States electrical manufacturing industry is fully equipped to 
maintain and service products throughout the country. For this it maintains a 
large staff of over 3,000 engineers and 5,000 technicians and highly skilled 
workers located throughout the United States. These are additional to the 
research, development, and design engineering staffs. The geographical cover- 
age is such that within a few hours practically every important power generating 
station can be reached. Supporting this service are manufacturing plants in 
many cities across the country, equipped repair shops located in every important 
center, and warehouses for finished parts, complete products, and materials. 

On the other hand, for all practical purposes foreign suppliers have no facil- 
ities in this country suitable for substantial repairing or rebuilding of faulty 
or damaged equipment. As a result, where equipment requires major repairs, 
it means shipment back to the foreign country for necessary repair. This, of 
course, even where it can be accomplished, involves considerable time and delay 
before the equipment can be made operative. The value of the energy lost 
during such periods of delay may far exceed any economies effected in the 
oe. purchase of foreign equipment. Examples of the above are indicated 

low : 

(a) Elin transformer at McNary Dam: A 3-phase 50,000-kilovolt-ampere 
transformer located in Bonneville Power Administration substation failed in 
July 1956. The transformer was furnished by Elin Co., of Austria. Since Elin 
had no service facility in this country, the unit was shipped back to Austria for 
test. Rebuilding was not completed by December 1957, and the unit has been out 
of service for 18 months. 

(0) Power transformers for Chief Joseph Dam—Corps of Engineers: English 
Electric supplied the Corps of Engineers for Chief Joseph Dam ten 103,300 kilo- 
volt-ampere power transformers. One of the units failed in May 1956. Damage 
was extensive, and the unit was sent to Canada for repairs. In order to determine 
the cause of the weakness another unit was returned to the manufacturer’s plant 
in England for an examination. The transformer repaired in Canada was re- 
turned to England for rebuilding. Subsequently, it was determined to return all 
of the units to Dngland for rebuilding. The delay involved is very costly, since 








512 RENEWAL OF TRADE AGREEMENTS ACT 


failure of 1 of the transformers results in an outage of 4 generators, or 259,000 
kilowatts, or one-quarter million kilowatts. 

(c) Toronto Steam Station of Hydroelectric Power Commission of Ontario 
provides a similar example. One of four generators furnished by an English 
manufacturer exploded in 1954 as a result of a rotor failure. The rotors for the 
2 units which had not failed were immediately returned to the overseas manu- 
facturer. These 2 units were not returned to operation for 8 months, while the 
damaged units took additional time. The value of the electrical energy lost will 
be about equal to the original cost of the 4 generators. By comparison, a com- 
parable generator in Philadelphia furnished by a domestic manufacturer failed. 
Repair which would normally take about 1 year was accomplished in 11 weeks. 
It seems apparent, therefore, that even where repairs can be affected by foreign 
manufacturers, this involves substantially more delay, with resultant loss of 
power during the intervening time. 

In periods of emergency, however, such delays may be even more prolonged 
and repair at overseas areas may even be impossible. In periods of war it may 
be impossible to return the equipment overseas. Even if a full-scare war does not 
develop, a localized war, such as Korea, may result in foreign facilities being 
unavailable for United States repairs. If this occurs, it will be necessary for 
domestic manufacturers to effect repairs on foreign equipment. 


Limitation on the ability of domestic manufacturers to repair foreign-built equip- 
ment 

The difficulty in servicing or repairing foreign-built equipment stems in a large 
measure from the fact that heavy electric equipment is usually custom built. A 
single generator may run into 3 million pounds of material and 500,000 man-hours 
of labor. It is designed and built for a particular job, and normally has no 
counterpart eleswhere in the world. The problem of a domestic manufacturer 
in attempting to service or repair foreign-built equipment arises from differences 
in standards, fundamental differences in design and material, unavailability, of 
drawings and specifications, different units of measurement, and the greater use 
by foreign manufacturers of hand labor to fit specific parts into the given equip- 
ment. Domestic manufacturers keep on file complete drawings and design in- 
formation for each of the units produced. In case of failure of equipment, even 
many years after originally installed, the appropriate design and drawings can 
be located and fabrication of necessary replacement parts ordered immediately. 

Even where drawings can be supplied from foreign manufacturers, additional 
time is necessary since frequently the domestic organizations have to make 
special tools and jigs and to procure materials that are not standard in the United 
States, or adopt such materials as are normally used in this country, before they 
can even begin to make the replacement parts. 


Experience with foreign-built equipment in Mezvico and Latin America during 
World War II 


During World War II, United States manufacturers were called upon in 
numerous instances to supply major elements of equipment, major components, 
spare parts, and maintain service for foreign-built equipment in various Latin 
American countries because of the inability of the foreign manufacturers to 
provide supplies and service. Great difficulties were encountered in effecting the 
repair of equipment already installed. Adequate drawings and specifications 
were not available to United States manufacturers. Designs were basically 
different from United States designs and required special tooling and other 
facilities for production. The cost of providing the replacement parts was very 
high compared to that which would have prevailed had initial United States 
equipment been installed. Further, the initial time required involved many 
months and in some cases years. The loss of such power during such a period 
of emergency was critical. 


Repair during disasters 


Even in the absence of war, natural disasters may occur of national signifi- 
eance. The service record of the United States electrical manufacturing in- 
dustry in effecting repairs and replacing damaged equipment in such disasters 
as the Texas City explosion in 1947 and the Pittsburgh flood in 1936 is outstand- 
ing. In these cases and in many others, the electrical industry employed all its 
resources to restore normal service to damaged electrical equipment. In such 
situations, time is of the essence. Had foreign equipment been involved, it is 
evident that a much greater period of time would have elapsed before essential 
services could have been restored. 
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8. Reliability of source of supply 

It must be appreciated that the kinds of projects involved here require con- 
siderable time to plan and develop. For example, the construction of large hydro- 
electric projects usually involves a time interval of from 5 to 10 years. Advance 
planning and design work may require several years before construction starts. 
Furthermore, the design, manufacture, and installation must be coordinated 
with the construction schedule of the project. For example, preliminary design 
work on electrical equipment for the Columbia River, McNary Dam project began 
in 1943. Bids were taken on the first generators in November 1948. The first 
12 generators were scheduled for completion in June 1956, 13 years after the 
initiation of the preliminary design work. 

Similarly, design work on the generators for Dalles Dam, Columbia River, 
Oreg., was initiated in 1951. Bids were taken on the first 8 generators in October 
1954 and the scheduled completion date for these generators is May 1959. 

In short, the period of time which elapses between the initiation of one of 
these projects and its completion is very substantial. 

Where equipment of this character is ordered from abroad for delivery some 
years hence, what assurance do we have that a change in international events 
will not render delivery impossible. In the event of war, either total or limited, 
delivery may well become impossible. 


Experience during World War II 


Experience with foreign-built equipment in Latin America during World War 
II indicates the serious consequences when war makes delivery of previously 
ordered equipment impossible. For example, before World War II began, the 
Rio Negro Hydroelectric Co. in Uruguay placed an order with a German com- 
pany for four 32,000 k. v. a. hydrogenerators and turbines. When the war began 
the civil work was practically completed and the powerhouse already built for 
these hydrogenerators and turbines, but the equipment, although nearly com- 
pleted, could not be delivered. This resulted in a severe power shortage with 
critical consequences. United States companies were asked to build the tur- 
bines and the generators. This was ultimately done but the plant was not com- 
pleted until 6 years after it would have been completed if American equipment 
had been ordered originally. 

There are many other examples, some of which are set forth in the Stone & 
Webster report on difficulties and delays of this sort. 

Policy of foreign countries 

In the event of a limited war such as the Korean war, there is also the pos- 
sibility that a change in the policy of the country involved will make delivery 
of the equipment impossible. Also in view of the very limited power resources 


of many of the countries involved, it is at least possible that the national policies 
of those countries might interfere with the delivery of this equipment. 


Possibility of sabotage 


Finally, it is pertinent to note that the equipment involved although massive 
in size can very easily be damaged or sabotaged. This country in time of 
emergency can impose appropriate security regulations on plants manufacturing 
essential equipment. Without casting any aspersion on the loyalty of business- 
men or workers in any other country, it is apparent that our Government can- 
not impose similar safeguards as to either facilities or personnel producing 
critical materials abroad. It is also perhaps pertinent to note that many of the 
major unions in Europe are Communist-dominated. In the event of a war of 
limited scope such as the Korean conflict, it seems at least permissible to doubt 
the wisdom of relying an equipment supplied from such a source. 

In view of the absolute impossibiilty of predicting the course of future events, 
it seems foolhardy to jeopardize national security by relying on so many factors 
over which this country can have no control. 


4. Importance of retaining a domestic industry intact and able to respond to 
calls for defense production in an emergency 

It seems essential that American capacity to produce heavy power producing 
equipment remain intact. The ability of domestic industry to meet the power 
needs of the country in either peace or war is one of the basic assets of our 
economy. To do this, it is necessary that we retain and continually train those 
skilled workers in the industry necessary to do the job. In the absence of suf- 
ficient employment opportunities, it seems apparent that the special skills of 
these workers will be lost. 
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It is also necessary that research and development looking toward improved 
technology in this field be continued. It seems apparent that research and de- 
velopment by private industries in this field can only continue if there is an 
adequate base of equipment to be supplied. 

Considering the essential nature of this equipment to the continued security 
of this country and considering the great risks involved when it is obtained 
from abroad, it seems clear that considerations of national security favor 
domestic purchase. 


Renegotiation 


The strategic quality and national defense essentiality of these products has 
been recognized by the Government in applying the Renegotiation Act. A large 
part of the Federal Government purchases of such equipment are made by the 
Corps of Engineers, Department of Defense. Such purchases are subject to the 
Renegotiation Act, which relates to the procurement of property, processes, and 
services and the construction of facilities necessary for the national defense. 

Moreover, Congress, in authorizing construction, operation, and maintenance 
of major river projects, has frequently referred in legislation to the generation 
of hydroelectric power for “national defense.” 

It seems inconsistent for one branch of the Government to proceed on the 
assumption that this equipment is essential to national defense while other agen- 
cies of the Government ignore this completely. 

In this connection, it is interesting to note that the British attitude is com- 
pletely contrary to our own. In a report of the Parliamentary Committee of 
Inquiry set up to investigate the electricity supply industry, it was brought out 
that the Central Electricity Authority, the Government agency in charge of the 
generation and transmission of electricity, regarded it as “unwise for the elec- 
tricity supply industry to be dependent upon foreign manufacturers for spares 
and maintenance.” Accordingly, as a matter of policy, England does not pur- 
chase this kind of equipment from abroad. 


Small amounts of money involved 


In view of the prejudice to the national security, it is pertinent to consider 
the amounts of money that have been saved by awarding this business abroad. 
The total of the electrical equipment of this character purchased from abroad 
from 1953 to 1956 including that purchased by municipalities and States amounts 
to about $40 million. Since foreign bids on such equipment have been somewhere 
between 15 and 30 percent below the prices of domestic manufacturers, it can 
be seen that the total amount involved is relatively small. Moreover, in view 
of the delay frequently encountered in the repair of foreign equipment, it is 
questionable whether there is any real saving. 

It should also be considered that the electrical equipment involved in one of 
these installations involves only 8 to 10 percent of the total cost of the installa- 
tion—most of which involves the dam itself. When key electrical equipment is 
inoperative, the whole investment is accordingly jeopardized. Assuming a 20 
percent price differential on electrical equipment, the saving involved in pur- 
chasing foreign equipment actually only constitutes about 2 percent of the entire 
investment. Yet this whole investment is put in jeopardy in order to save this 
2 percent. Frequently, the value of the power lost as the result of the inopera- 
tive equipment is more than the entire initial price of the electrical equipment 
involved. 

It should be emphasized that the domestic purchase by Federal agencies of the 
heavy electrical equipment with which we are here concerned would have no 
appreciable effect on the present foreign trade policy of the Government which 
favors reciprocal trade with our allies and the building up of the economies of 
friendly nations. It is apparent that the value of this equipment constitutes a 
totally insignificant sum when compared with our overall trade abroad. 

Moreover, while it is a question for the nation involved to determine, it is not 
by any means clear that it is to the interest of nations who have serious shortages 
of power equipment within their own countries to export such equipment to the 
United States. Possibly, such countries might develop more rapidly if they took 
steps to utilize their power-producing equipment within their own countries. 


RECOMMENDATION 


Section 7 of the Trade Agreements Extension Act of 1955 authorizes the 
President to take such action as he deems necessary where the Director of the 
Office of Defense Mobilization has investigated and advised the President that 
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any article is being imported into the United States in such quantities as. to 
threaten to impair the national security and the President agrees. 

It appears, despite the above authority, that the Director of ODM has been 
unwilling to proceed on anything but a “case-by-case” basis in reference to pro- 
curement of these vital defense materials. Moreover, it appears that he has 
acted only in connection with petitions filed by domestic producers with his 
office. 

This approach does not meet the requirements of national security. First, 
it appears that he is not only authorized but obligated himself to consider the 
impact of imports into this country of articles affecting the national security— 
irrespective of whether or not complaints are received from the domestic man- 
ufacturers. Moreover, the health or lack of health of the domestic industry 
involved is not the controlling consideration. 

Finally, the purchase of specific power equipment may not in itself appre- 
ciably impair the national security. Rather, it is the totality of these purchases 
which does have a very significant effect on the country’s ability to produce its 
power needs. The attached map shows those installations where foreign equip- 
ment has already been purchased. If this trend continues, the situation will 
become even more serious. 

Accordingly, what is required is not a case-by-case determination but rather 
that the Congress amend the national security amendment of the Trade Agree- 
ments Act so that it would provide that importation of power producing and 
transmission equipment shall be considered an impairment to national security 
and not permissible under the Trade Agreements Act. 

This statement is presented in behalf of the large generating and converting 
apparatus section of the National Electrical Manufacturers Association. The 
following constitute the entire membership of the Section: 


Allis-Chalmers Manufacturing Co. 
Electric Machinery Manufacturing Co. 
BDlliott Co., a division of Carrier Corp. 
General Blectric Co. 

Westinghouse Electric Corp. 


Respectfully submitted. 
H. W. Forscuner, Chairman. 


STATEMENT PRESENTED ON BEHALF OF THE HYDRAULIC TURBINE SECTION OF THE 
NATIONAL BDLECTRICAL MANUFACTURERS ASSOCIATION 


The import committee of the National Electrical Manufacturers Association 
has recommended to the Committee on Ways and Means of the House of Repre- 
sentatives that Congress amend the Trade Agreements Act so that it will provide 
that importation of certain heavy power generating and transmission equipment 
for use in hydroelectric and thermal electric power projects, if of a kind or type 
manufactured in the United States, shall be considered an impairment to 
national security. We endorse the committee’s recommendation and respect- 
fully urge favorable action by the Committee on Ways and Means. In this 
brief, we also wish to add to the important factual data which the import com- 
mittee has presented to you. Our analysis, which relates in particular to 
hydraulic turbines, is given below. 

The national security of the United States must not be dependent on foreign 
sources of supply for repair, maintenance, and service of hydraulic turbines and 
governors. 

1. The Joint Congressional Committee on Defense Production has repeatedly 
pointed out that the United States must have an “adequate and unfailing sup- 
ply of electric power for national security and defense.” Hydraulic turbines 
produce 20 percent of our Nation’s supply of electric power and 99 percent of 
power requirements for the vital Pacific Northwest defense area. 

2. Earliest possible restoration of service of such equipment in the event of 
bombing, sabotage, or other cause of outage, is of vital importance. The bomb- 
ing of hydroelectric installations during World War II and the Korean conflict 
demonstrate that hydroelectric installations are bombing and sabotage targets. 
The United States strategic bombing survey points out that hydroelectric instal- 
lations are vulnerable to enemy attack and cannot be adequately protected. 

3. The United States strategic bombing survey points out that it may take 2 
months to 2 years to restore to service damaged hydraulic turbines. 
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4. Specialized knowledge and experience in hydrodynamic principles and their 
application, large critical metalworking tools, and large sized plant facilities are 
required for repair and maintenance of hydraulic turbines and for manufacture 
of repair and replacement parts. 

5. The purchase of equipment from European manufacturers increases the 
hazards substantially. American manufacturers, if they are still in business, 
with their highly trained engineers, skilled manpower, and specialized manufac- 
turing facilities can repair and service foreign-made equipment. It takes much 
more time for an American manufacturer to repair a foreign-made hydraulic 
turbine than an American turbine because of the different designs, manufactur- 
ing techniques, standards, and units of measure employed by European manufac- 
turers. Outages are a major concern, especially during a war emergency. Delay 
is considerably greater if the design drawings are not available to the American 
manufacturer. 

6. The European, Near Eastern, and Far Eastern situations are such that they 
could deteriorate rapidly and develop into open conflict without notice. Over- 
night, European manufacturers of hydraulic turbines and governors and their 
employees may be required to produce war items to defend their own national 
and personal existence, assuming they have the opportunity, time, and privilege 
of doing so. These European manufacturers will be in no position to repair, 
maintain, and service turbines and governors that they have installed for the 
United States Government and certainly would not be able to follow through 
on contracts for new production. Remember, too, that countries can be overrun 
rapidly and fall under the control of enemy forces. The design, layout, and loca- 
tion of hydroelectric installations in the United States would thus become avail- 
able to enemy countries. Our own Nation sought and obtained from American 
hydraulic turbine manufacturers this type of information which was of con- 
siderable value in locating and bombing Japanese hydroelectric installations. 

7. The governments of European nations which manufacture various types of 
prime mover equipment, such as hydraulic turbines, limit their procurement to 
their own domestic manufacturers, whenever those manufacturers are able to 
supply the size and type of equipment desired. For example, since its creation 
in 1947, the Central Electricity Authority of Great Britain has limited its pro- 
curement of prime mover and power equipment to domestic suppliers because, as 
the official report states, “it would be unwise for the electricity supply indus- 
try of (England and Wales) to be dependent upon foreign manufacturers for 
spares and maintenance.” The Central Electricity Authority, a government 
agency, is practically the sole purchaser of power equipment in England and 
Wales. 

We believe that these facts justify and call for a statutory declaration by 
Congress that importation of hydraulic turbines for use in hydroelectric power 
projects constitutes an impairment of national security and defense. 

Also, importation of hydraulic turbines is threatening the continued existence 
of the American hydraulic turbine manufacturing industry. This problem also 
presents important defense considerations. 

1. The American hydraulic turbine manufacturing industry cannot compete 
with foreign manufacturers because of the low wages paid by foreign producers. 

(a) Average hourly earnings in manufacturing in the United States are: 
Nearly 2.5 times average hourly earnings in manufacturing in Sweden; nearly 
2.5 times the hourly earnings for skilled labor in Swiss manufacturing and 
more than 3 times average hourly earnings in manufacturing in Austria and 
the United Kingdom: more than 4 times average hourly earnings in manu- 
facturing in Belgium, France, West Germany, Netherlands; more than 12 times 
average hourly earnings in Italy. The wage differential is a matter of consid- 
erable importance in the manufacture of hydraulic turbines. The Federal 
Government officially recognizes that from 45 to 55 percent of contract price to 
produce hydraulic turbines is labor cost. Also the high American wage costs 
increases the cost of the large castings and other materials which the American 
manufacturer buys from his American suppliers. Note, too, that the foreign 
manufacturer is exempt from those provisions of various Government statutes 
which have an economic impact on the cost of producing hydraulic turbines in 
the United States for the Federal Government. 

(b) The difference in wages paid in the United States and those paid abroad 
are of such magnitude and importance that the low American manufacturer’s 
bids on domestic contracts generally exceed those of foreign manufacturers 
anywhere from 10 percent to as high as 100, 150, and even 200 percent. 
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(c) Statistics show that foreign manufacturers have captured the interna- 
tional market for hydraulic turbines. American manufacturers have lost their 
export sales except Export-Import Bank “tied” loans—that is loans requiring 
the purchase of American equipment. 

(d) Now the foreign manufacturers seek to capture the American market 
for hydraulic turbines and thus threaten the continued existence of the domestic 
manufacturing industry. They have won substantial portions of this business 
already. 

(1) In 1954, the Federal Government awarded to the English Electric vo. 
of England one contract for hydraulic turbines which was equivalent to one-third 
of the total bookings of the entire American hydraulic turbine manufacturing 
industry for that year. 

(2) In 1956, the Elin Co. of Austria, offering to sell turbines of German 
design and manufacture, submitted bids on three Federal contracts for hydraulic 
turbines that were substantially below those of the lowest American bidder. In 
2 cases the lowest American bids exceeded the foreign bid by more than 140 
percent. The executive branch of the Federal Government finally awarded 
these contracts to the lowest American bidder, but only after the lowest American 
bidder and others had exerted much time and effort in describing the national 
defense considerations that were involved. 

(3) Last year a public utility district in the State of Washington awarded 
a contract, again to the English Electric Co., for hydraulic turbines amounting 
to $12 million. For the 10-year period, 1946 through 1955, the annual bookings 
of the American hydraulic turbine manufacturing industry have averaged 
$24,417,881. This figure includes contracts booked with the Federal Government, 
with other domestic purchasers, and with overseas buyers. This one contract 
award consequently represented nearly half a year’s business for the entire 
American hydraulic turbine manufacturing industry. In August of this year, 
the Federal Government awarded to the English Electric Co. another contract, 
this one amounting to $1,390,525. 

2. The American hydraulic turbine manufacturing industry is essential to 
national security and defense. 

(a) The industry is required, as has already been pointed out, to repair, main- 
tain, and service hydraulic turbines which produce substantial portions of our 
national supply of electric power required for national security, defense, safety, 
health, and welfare. The special engineering know-how, the highly trained 
personnel of the industry, and the industry’s specialized large critical metal- 
working tools and large-sized plants are required for this work. 

(b) The engineering and technological know-how of this industry and its 
research facilities are essential to the development, design, and manufacture 
of equipment for future power projects. The Federal Government relies heavily 
upon this industry for engineering and technical information both for the 
oa of new projects and for the maintenance and servicing of existing 
projects. 

(c) The engineering manpower, the skilled labor force, the large critical metal- 
working tools, and the specialized plant facilities of the American hydraulic 
turbine manufacturing industry are essential to the production of a number of 
vital defense items and components for arms and munitions. During and since 
World War II this industry has produced the following defense items: 

Atomic cannon (280-mm and 240-mm). 

Aircraft elevators. 

Arresting engines for aircraft carriers. 

Atomic-energy projects—large motors and compressors. 

Axial flow compressors. 

Aircraft carrier catapults. 

Acceleration test machines. 

Controllable pitch propellers. 

Large machine tools. 

Propellers—fixed and controllable pitch. 

Propeller shafts, propeller shaft casings and struts for the Navy capital 
and maritime merchant ships. 

Propulsion equipment for naval vessels. 

Presses for air frames. 

Presses—shell, extrusion, stretcher, etc. 

Steering gear, rudder, and rudder parts for aircraft carriers and other Navy 
capital ships. 
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Stern tubes, frames and bushings for the Navy’s capital ships. 

Steam turbines for Navy vessels. 

Shipyard tools. 

Test machines for Navy and Air Force. 

Turrets and gunmounts. 

Wind tunnel items—special valves, special airside controls, casings and 
rotor disks for compressors, test sections, etc. 

Again, may we respectfully urge that the Committee on Ways and Means act 
favorably on the recommendation that Congress amend the national security 
amendment of the Trade Agreements Act to provide that importation of power 
producing and transmission equipment for use in hydroelectric and thermal 
electric power projects, if of a kind or type manufactured in the United States, 
be considered an impairment to national security. 

This statement is presented in behalf of the hydraulic turbine section of the 
National Electrical Manufacturers Association. The following constitute the 
entire membership of the section: 


Allis-Chalmers Manufacturing Co. 
Baldwin-Lima-Hamilton Corp. 

The James Leffel & Co. 

Newport News Shipbuilding & Dry Dock Co. 
S. Morgan Smith Co. 

Woodward Governor Co. 


These companies account for more than 95 percent of the total United States 
production of hydraulic turbines. 
Respectfully submitted. 


W. J. RHeEtnecans, Chairman. 


STATEMENT PRESENTED ON BEHALF OF SWITCHGEAR SECTION OF THE NATIONAL 
ELECTRICAL MANUFACTURERS ASSOCIATION 


This statement is submitted on behalf of those manufacturers who are members 
of the switchgear section of the National Electrical Manufacturers Association 
who manufacture equipment that is vital to the protection and control of 
electric power. 


1. DEFINITION OF SWITCHGEAR 


The term “switchgear” defines electrical equipment used to protect and control 
the flow of electric energy in the power generation, transmission, distribution, 
and utilization systems. This testimony is concerned with switchgear applied 
to systems of 10,000 volts and above up to 345 kilovolts, the highest transmission 
voltage in use in the United States. Such switchgear is used to control the flow 
of power from large generators, through transformers, over switch selected 
transmission lines to substations where it is switched to the appropriate distribu- 
tion lines serving homes, farms, and industries. In this aspect switchgear is 
under the control of operators who may choose to open or close the devices to 
start or stop the normal flow of power in the system. But switchgear also con- 
tains an automatic “brain” which can detect unusual conditions on the related 
circuits and make split-second decisions to disconnect faulty portions of the 
system before the damage can cause widespread failure of the flow of power. 
Thus, when a circuit is faulted, as by a lightning stroke, switchgear can in- 
terrupt the flow of power for an instant until the lightning charge has spent 
itself, and reconnect the circuit to restore normal conditions so rapidly that 
a flicker in the lights is barely perceptible. 


2. USES OF SWITCHGEAR 


Switchgear is used to control and protect the power flow from large generators 
such as those at McNary or Chief Joseph Dams or the steam turbine generators of 
TVA’s Johnsonville, Kingston, and Widows Creek steam plants. Generator 
switchgear is normally rated about 15 kilovolt. Ratings from 15 to 345 kilo- 
volt are used to protect and control the bulk-power transmission lines used to 
transport the energy from electric generating stations to the industrial, agri- 
cultural, and metropolitan load area. In the load area, switchgear rated 15 to 
34 kilovolt is used to protect and switch the individual distribution lines feeding 
the residential or agricultural areas. It also serves to start and stop the large 
motors used in the steel, chemical, and petroleum plants, the power supply 
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rectrifiers for aluminum reduction plants and the power-hungry circuits of the 
uranium separation and plutonium plants, to name but a few. During 1955, 
73 percent of the high-voltage switchgear manufactured in the United States was 
installed in utility systems (55 percent privately owned, 18 percent publicly 
owned). Atomic energy installations and other Federal programs required 10 
percent and the remaining 17 percent was used in industrial and manufacturing 
plants. In short, switchgear is needed in all parts of the electric system, from 
the power generator to the point of consumption. 


8. THE ESSENTIAL NATURE OF SWITCHGEAR 


It is trite to say that the electric power system of the United States carries its 
lifeblood and that the flow of power is sine qua non to the defense industries. 
However, it is not so obvious that the fine points of quality in switchgear equip- 
ment can be of vital interest to the users of the electric power which it protects. 
For example, the gaseous diffusion plants for uranium separation will not func- 
tion within safe limits if a fault is permitted to remain on the powerlines 
feeding them more than 0.085 second. A catalytic cracking unit of an oil 
' refinery must shut down for extended cleanout if its process electric power is 
interrupted for more than 0.33 second. Continuous process and automated 
industries are extremely sensitive to the continuous supply of power and any 
slight interruption may require shutdown for repair, cleanup, and recycling of the 
process equipment. Fortunately, until now, electric utilities, industrial and 
residential power users in the United States have insisted that switchgear equip- 
ment produced domestically include the extraquality features which will provide 
best possible power service throughout the interconnected power system. 

This extra margin of performance adds to the cost of development and manu- 
facture of the switchgear but is more than offset by the operating savings per- 
mitted in the process and automated production facilities of this country. 

Faster interruption of faults and more prompt restoration of service also 
returns dividends by reducing to a minimum the damage to equipment or injury 
to personnel which might be caused by heavy electric arcs resulting from 
lightning flashover. 


4. EFFECTS OF FOREIGN IMPORTS ON DOMESTIC USERS 


Recognizing the essential nature of switchgear equipment not only to the de- 
fense industries but to the entire economy, it would be well, first, to analyze the 
impact of insufficient tariff rates on users of switchgear and consumers of elec- 
tric power. To date, the corporately owned electric utilities and industrial 
plants have recognized the importance of quality features inherently included 
in switchgear of United States manufacture. The purchase by corporately 
owned businesses of a negligible amount of foreign designed and manufactured 
switchgear would appear to indicate the importance which domestic users 
attach to the quality of United States manufactured switchgear equipments. It 
is also an indication of lack of confidence in the ability of foreign manufacturers 
to furnish essential and prompt service for the maintenance and repair of these 
vital and protective equipments. 

It is recommended that the United States basic defense needs be protected 
from lower quality switchgear produced by foreign manufacturers by an ade- 
quate tariff policy. An inadequate tariff policy could result in thoughtless in- 
clusion of reduced quality equipment in vital power generation, transmission 
and distribution systems. 


5. EFFECTS OF FOREIGN IMPORTS ON THE DOMESTIC INDUSTRY 


Imports of foreign manufactured switchgear equipments could have deterio- 
rating effects on the domestic switchgear industry. The major product of the 
industry, outdoor power circuit breakers, have averaged only 4,500 units per 
year in the past 5 years. This has been divided between 5 United States manu- 
facturers, an average of only about 4 units per day per manufacturer. This 
does not represent sufficient volume to permit automating the manufacture to 
near the extent necessary to offset the competing low labor rates of foreign 
manufacturers. Being on a low-unit volume, the industry is especially vulner- 
able to the horde of small foreign competitors who, because of their much lower 
wage rates, can operate profitably in the low-volume market at prices much 
below the domestic manufacturers’ prices. There is, then, considerable risk of 
losing the manufacturing skills and design engineering skills which have been 
built on experienced knowledge gained over the past 50 years. 


————— 
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6. EFFECT OF FOREIGN IMPORTS ON NATIONAL DEFENSE AND THE NATIONAL INTEREST 


Switchgear equipment is the first line of defense in our nationwide power 
system and will be called on to protect the vital flow of power to defense in- 
dustries, homes, and vital military installations in peace or war. It must be 
able to disconnect the faulted portion of the system whether that fault is due 
to natural causes or enemy action. Any diminution in quality which may occur 
due to inferior design or difficulty of proper maintenance is a hazardous risk 
with an essential elements in the power supply network. 


7. RECOMMENDATIONS 


It is strongly recommended that the higher quality standards and higher labor 
costs involved in United States manufacture of switchgear equipment be recog- 
nized and that domestic initiative to improve service and product reliability be 
retained by amending present tariff policy on switchgear equipment to assure 
protection of the basic defense needs of the United States. 

as + * * * « * 


This statement is presented on behalf of the switchgear section of the National 


BHlectrical Manufacturers Association. The following constitute the entire mem- 
bership of the section: 


AMP, Inc. I-T-E Circuit Breaker Co. 
Allis-Chalmers Manufacturing Co. Joslyn Manufacturing & Supply Co. 
Anderson Electric Corp. James R. Kearney Corp. 
Bulldog Electric Products Co., division Line Material Industries, McGraw-Edi- 
of I-T-E Circuit Breaker Co. son Co. 
Burndy Corp. Memco Engineering and Manufacturing 
A. B. Chance Co. Co., Ine. 
Clement Electric Co. National Electric Products Corp. 
Cole Electric Co. Nelson Blectric Manufacturing Co. 
Continental Electric Equipment Co. Penn Electrical Co. 
Delta-Sar Electric Division, H. K. Por- Penn-Union Electric Corp. 
ter Co. (Delaware). Pringle Electric Manufacturing Co. 
Dossert Manufacturing Corp. Roller-Smith Corp. 
Electric Machinery Manufacturing Co. Royal Electric Manufacturing Co. 
Electrical Engineers Eqiupment Co. S & C Electric Co. 
Federal Pacific Electric Co. Schwager-Wood Corp. 
Fargo Manufacturing Co., Inc. Southern States Equipment Corp. 
G & W Electric Specialty Co. Sprague Electric Co. 
General Electric Co. Thomas & Betts Co. 
Hi-Voltage Equipment Co. Usco Power Equipment Corp. 
Hubbard & Co. Westinghouse Electric Corp. 
Jasper Blackburn Corp. Whitaker Cable Corp. 
Ilsco Corp. J. A. Weaver Co. 


Respectfully submitted. 
H. F. HENTSCHEL, Chairman. 


The Cuatrman. Mr. Metz, let me see if I correctly understand the 
basic thought of your paper. 

Is your principal concern for the national defense implications of 
importation of heavy electrical equipment? 

Mr. Merz. Yes, sir. 

The Cuarrman. In that connection, have you ever applied to ODM 
under the provisions of section 7 of the 1955 act? 

Mr. Merz. These two sections that we quoted in here, the turbine 
section and the transformer section, have attempted that. 

The Cuatrman. They have attempted to go through section 7 of 
the act of 1955? 

Mr. Merz. That is as I understand it. 

Mr. Ruerneans. That is correct. 

Mr. McCottom. Yes, sir. 
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The Cuatrman. Are the bulk of our imports of this type of heavy 
electrical equipment represented in purchases by the United States 
Government ? 

Mr. Merz, United States Government and, I believe, now some of 
the municipally owned governments are buying foreign equipment, 
and the States. 

The Cuatrman. So the Federal and local Titel buy the bulk 
of the equipment that comes in from overseas ‘ 

Mr. Merz. That is correct, sir. 

The Cuarrman. I wonder if you have thought in terms of utilizing 
the provisions of the Executive order relating to the Buy American 
Act, which Executive order was issued late in 1954 by the present 
occupant of the White House. 

Mr. Merz. I am pretty sure that both of these sections have. 

The Cuarrman. I thought that in that Executive order provision 
had been made, if the national security was involved, for the Govern- 
ment to purchase domestically produced equipment, even at a price 
substantially in excess of the price of the imported article. Is that 
not true ¢ 

Mr. Ruerneans. The hydraulic section of NEMA has made appli- 
cation to the Executive Office of the President asking for a hearing 
or a finding by an interagency committee, and this interagency com- 
mittee hearing is explained in Mr. Metz’ presentation here. 

They found that, while the hydraulic turbines in themselves were 
essential to defense and security, each case should be taken up sepa- 
rately instead of giving us an overall protection against fant 
competition. 

The Cuarrman. What I am getting at is this: Has a finding ever 
been made by ODM under either section 7 of the act of 1955 or under 
the buy-American Executive order with respect to whether or not 
this electrical power equipment that you are referring to here is 
essential to or concerned with the national security. It seems to 
me that under 1 of the 2 provisions of existing law, if this equipment 
is essential to national security—and you gentlemen lead me to 
believe it is—you have some avenue of relief from imports by Govern- 
ment in the interest of national security, and, since Government does 
import most of it, that most of your problem can be handled under 
one or the other of these 2 provisions of existing law. 

Mr. Ruerneans. Sir, the Hydraulic Section of NEMA applied to 
ODM under section 7 of the Buy-American Act, and this is explained 
on pages 7 and 8 of Mr. Metz’ presentation. Their answer was that 
the Director of the Office of Defense Mobilization reviewed the com- 
mittee’s findings and recognized “the importance of the engineering, 
skills, and tools of the hydraulic turbine industry” to national] defense. 
At the same time, however, the Director of ODM decided that the 
question of limitation of Federal procurement of hydraulic turbines 
to American manufacturers should be decided on a case-by-case basis. 
This determination does not meet the basic security considerations. 

The Cuarrman. That was under the buy-American Executive or- 
der, as I understand it. ' 

Mr. Ruerneans. That is right. 

The Cuarrman. Did they reach the conclusion in that particular 
incident that national security was or was not involved ? 
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Mr. Ruerneans. They recognized the importance of the hydraulic 
turbine industry to national security. 

The Carman. Why did they not then proceed to hold that we 
would have to buy turbines made domestically, because surely they 
have that authority under the Buy-American Act? 

Mr. Ruerneans. They simply would not do that, sir. 

The Cuarrman. In other words, they found it to be in the interest 
of national security, but still would not hold that the governmental 
agencies had to buy domestically made turbine equipment? 

Mr. Ruerneans. That is correct, with this idea: that instead of 
giving us an overall blanket protection, they stated that every time 
there was a purchase by a Federal agency of hydraulic turbine 
equipment, each case would have to come before ODM to be decided. 

The Cuarrman. You are saying that ODM has failed to carry out 
thelaw? That is what you are saying? 

Mr. Ruerneans. I could not say that. 

The Cuarrman. Am I wrong in my understanding of the Executive 
order under the Buy-American Act? 

Mr. Ruernecans. It seems to me it is a question of determination. 

The CHarrMan. You said, though, as I understood you, because I 
asked you specifically, that they found that national security was in- 
volved in the importation of turbine equipment. 

Mr. Ruerneans. They said it was important. Those are their 
very words. 

The Cuamman. They must have reached the conclusion, however, 
that national security was not involved if they are going to carry out 
the letter of the law because the law is very specific. ODM would 
have to have instructed Government agencies, if it had found that 
national security was involved, that they could no longer buy im- 
ported turbine equipment. Is not that the law? 

Mr. Ruereans. That is the law; yes, sir. 

The Cuarrman. Is not that the Executive order of the present oc- 
cupant of the White House? He issued such an Executive.order. 

{r. Ruerneans. That is correct. 

The CHarrman. And charged ODM with the determination of 
whether something was essential to the national security, and, if so, 
to find that Government agencies had to buy it domestically even 
though the domestic price might be far in excess of the imported price. 
That is the law, is it not? 

Mr. Ruerneans. Yes, sir. 

The Cuarrman. Then there is only one conclusion. On the basis of 
what you say, ODM has not followed the letter of the law in this 
instance. 

Mr. Ruerncans. To ODM it is a question of comparisons. Here is 
their statement; this statement is signed by Arthur S. Flemming, 
Director at that timeof ODM. Hestates: 

On the basis of the committee’s findings and my own study, I do not believe the 
present situation justifies a ruling that would recommend to Federal procure- 
men agencies that all contracts for hydraulic turbines should be limited to 
United States suppliers. 

The Cuarrman. That means, then, they did not find that turbine 
equipment relates to national security ; does it not ? 
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Mr. Ruerneans. Yes, sir. 

He said: 

In reaching this conclusion I have been influenced strongly by the fact that 
section 3 (d) of Executive Order 10582 clearly envisages that executions under 
this section will be made on a case-by-case basis. 

The Cuatrrman. However, you had a case before them. 

Mr. Ruxineans. No, sir. We were trying to get a general ruling 
from them. 

The Cuarmman. A general ruling. 

Mr. Ruerneans. Yes, sir. 

The Cuamman. I wanted to get straight what it is you were trying 
to get. 

Mr. Ruerneans. This interagency committee was in effect for about 
a year, and they took all sorts of testimony. 

The Cuarrman. You have not exhausted all the possibilities that 
you have under existing law, have you ? 

Mr. Ruerneans. Yes, we have, because we got this ruling from the 
Director, which does not give us any relief. 

The Cuarrman. He told you to come back on a case-by-case basis. 
You have not done that. 

Mr. Rueineans. Yes, sir; we do that every time. 

The CHarrman. Every time that the Government submits a bid 
for turbine equipment or some other heavy electrical equipment, do you 
go to ODM and ask them to hold that the Government should buy this 
particular equipment from domestic sources? Do you make that 
request ? 

Mr. Ruerneans. Exactly, sir. 

The Cuarrman. Do you do that in each case? 

Mr. Ruerneans. Yes, sir. 

The Cuaran. And in each case they have turned you down ? 

Mr. Ruerneans. Yes, sir. 

The Cuarrman. In each of these cases do they tell you that this 
particular equipment is not essential to national defense, or that 
national defense is not involved ? 

Mr. Ruerneans. Yes, sir. 

The Cuarrman. They tell you that? 

Mr. Ruereans. Yes, sir. 

The Cuarrman. Are there any further questions ? 

Mr. Reed. 

Mr. Reep. Can you give me an idea of how much of these foreign 
turbines and this various electrical equipment you are speaking 
about—I am not an engineer—has been bought in this country ? 

Mr. Ruerneans. Sir, we do not have that readily available. We can 
furnish that to the committee; that is, the hydraulic turbine section. 
But the transformer section may have it. 

Mr. McCotiom. We have figures available as to the shipments of 
foreign-manufactured transformers. That is in one of the exhibits 
that is attached to the statement presented on behalf of the large 
transformer group. 

For the years 1953 through 1957 we have listed the total kilovolt- 
amperes of transformers of foreign manufacture that have been 
shipped into the United States, and that amounted in 1953 to 863,332 
kilovolt-amperes; in 1954 it was 1,841,668 kilovolt-amperes; in 1955 
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it was 454,996 kilovolt-amperes; in 1956 it was 5,066,665 kilovolt- 
amperes; in 1957 it was 3,774,332 kilovolt-amperes; a total of 
12,993,000 kilovolt-amperes that has been shipped into this country 
in the ratings above 10,000 kilovolt-amperes, that we are talking about 
in this presentation. 

Mr. Rrep. That is interesting. That is one line of equipment that 
they sendin here. What others are there? 

Mr. McCotiom. I would like to refer you, if I may, to an attach- 
ment to the statement presented on behalf of the large generating 
and converting apparatus section, to a map which you have that indi- 
cates the location and the number of generators and transformers and 
circuit breakers that have been installed or are on order for installation, 
giving their approximate locations in the country. 

Mr. Reep. That is municipalities and the Federal Government ? 

Mr. McCotiom. It is essentially in the United States engineers 
and Bonneville Power Administration area in the Pacific Northwest, 
in the area handled by the Bureau of Reclamation, in the Dakotas and 
in the Wyoming-Colorado area, and in the Tennessee Valley area, those 
three main areas. The great concentration of this equipment is in 
those areas, and it gives a very good picture of this concentration of 
foreign-made equipment. 

We also list in some of the statements prepared here the essential 
defense industries that are located in those areas. You are all famil- 
iar with the Atomic Energy installations that are in the Tennessee 
Valley area, and the importance of this heavy electrical apparatus to 
serving electric energy to these industries. It is the concern that we 
have from our national security standpoint of the use of this foreign- 
made equipment, which has a very poor service record, in the amount 
that is installed. 

Mr. Reep. That is the point I was going to bring out. You did 
bring it out, if I understood you correctly. 

As I understand it, this foreign equipment does not measure up to 
the efficiency of the equipment which is manufactured in this country. 

Mr. McCotiom. It has a relatively poor service record. We have 
records that are also in the attachments listing each foreign-made 
transformer, in the transformer brief, and the location of that trans- 
former, and we have totaled the number of all the outages or failure 
of the foreign-made transformers and compared that to the failure 
rate of domestically built transformers over the same period of time, 
and the failure rate of foreign apparatus on a basis of the total kilo- 
volt-amperes installed is about 8.8 times the failure rate of domes- 
tically manufactured transformers. On the basis of the number of 
units, it is about 12.2 times. 

Mr. Reep. Did I not understand from your testimony that it required 
a great deal more time to repair and to keep this foreign apparatus 
in operation than it does our domestic equipment ? 

Mr. McCotxom. It takes 2 to 3 times the length of time to repair 
a foreign-made piece of equipment, due to the fact we do not have 
available the detailed design drawings. The measurements used in 
foreign countries are different from our own measurements. They 
use the metric system generally, and the trouble that we would have, 
if we had their drawings and could get their drawings, converting 
their system over to ours is a lengthy job that would take considerable 
time. 
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Mr. Rezep. There is one other question. There is so much of this 
I would like to go into, but I am not going to. 

You have made a great case here. Have you ever translated all 
of this foreign equipment that has come in here into man-hours of 
labor loss to our people? 

Mr. McCorxtom. Not in total, but in a specific case recently, of the 
New York State Power Authority, in an order for the transformers 
for the Niagara development, that order for transformers was placed 
with a foreign manufacturer by the State authority, and I do have 
some records from memory on the man-hours of labor that were lost 
to this country due to the placing of that business with the foreign 
manufacturer. And the calculations that were made show that we 
had about between 200 and 250 man-years of labor on that 1 order 
of transformers that was placed with the manufacturer in England. 

Mr. Reep. If it would not be too much work to make it a part of 
the record, I think it would be very revealing to the country, especially 
to the labor of this country, if you were to translate as many of these 
orders as you could, without too much expense, for the record here 
into the labor loss. 

Mr. McCottom. That can be done. We will do that and make it 
a part of the record. 

(The above mentioned material was not furnished the committee.) 

Mr. Reep. I appreciate it very much. 

There is one other question I would like to ask. 

What restrictions do the foreign countries, if you can name them, 
put on the shipments of electrical equipment, of turbines, say, from 
this country to foreign countries ? 

Mr. McCotiom. It was stated in Mr. Metz’ testimony regarding the 
findings of a commission in England regarding the importation of 
foreign-made equipment. It is on page 11: 

* * * the Central Electricity Authority of Great Britain has limited its pro- 
curement of power and transmission equipment to domestic suppliers because, 
as its official report to a Parliamentary committee of inquiry states: “It would 
be unwise for the electricity supply industry (of England and Wales) to be 
dependent upon foreign manufacturers for spares and maintenance.” 

They will not give a manufacturer in America the specifications 
or let us tender, as they call it, let us bid on a job going into Great 
Britain. We do not have that opportunity of shipping into their 
country. 

Mr. Reep. What about France? 

Mr. McCottom. There are no restrictions, to my knowledge, by 
France. 

Mr. Reep. What about Switzerland ? 

Mr. McCottom. Mr. Metz says there are restrictions. I am not 
aware of them. 

Mr. Reep. I read uponit. I thought there were. 

Mr. McCottom. Demand for this equipment in Switzerland is very 
ae There would be very little occasion to ship this into Switzer- 
and. 

Mr. Reep. How about Germany ? 

Mr. McCot1om. There are no restrictions, to my knowledge. Most 
of this equipment is coming out of England, and they do not offer 
us the same privilege of selling and shipping into their country. 
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Mr. Rexp. Of course, I know they do not, and I want that in the 
record very clearly. And I shall appreciate it very much if you will 
expand that statement of loss to our labor in this country, because 
there are many leaders of unions, and, of course, they are very strong 
for this trade agreement. 

Thank you very much. aly 

Mr. Merz. I might say, Mr. Congressman, that very often it is hard 
to get at what restrictions there are in getting equipment itno these 
other countries, and it would certainly take quite a study to be sure 
that we had made a correct statement. ; 

Mr. Reep. My recollection is that France put a pretty high tariff 
on electrical equipment, but I may be wrong. I cannot keep up on 
everything. 

Mr. McCotiom. What I meant by restrictions in the other countries 
was there is no restriction like England has that prohibits us from 
bidding. They all have import duties and tariffs that would restrict 
imports into their countries. But, as far as we know, there are no 
formal actions writing us out generally, saying they don’t want for- 
eign apparatus coming into their country like Great Britain has done. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Eseruarter. I take it from your presentation this morning 
that the industries you represent are finding the competition from 
abroad very stiff and hard to combat, with the result that you lose many 
contracts to foreign importers. 

Mr. Merz. Yes, sir. 

Mr. Exsernarter. Anything that is done that would hamper or 
eliminate this foreign competition would result in a financial benefit 
to your industry, would it not ? 

r. Merz. Yes, that is correct, more sales. 

Mr. Exseruarter. With the result that these municipalities and the 
Federal Government would have to pay a larger sum for this heavy 
equipment ? 

Mr. Merz. Yes, because American costs are higher, but there are 
all the other compensations that you have, that you give jobs to peo- 
ple; you accrue taxes; and it is a very difficult thing, certainly to 
measure those things from an economic standpoint. However, the 
basis of our presentation is not so much one of economics as it is one 
of national defense. That is the point that we are trying to make 
here. We are deeply concerned with what we think is a bit of in- 
formation that you gentlemen should have. 

Mr. Eseruarter. The question then resolves itself into this: take 
into account the advantages and disadvantages and weigh them care- 
fully and then make your decision as to whether we should continue 
this importation and thiscompetition. _ 

Whenever something is done to enable the domestic industry to in- 
crease its prices, in effect, in all bids that it submits to various local 
governments and to the Federal Government, the result is higher costs 
to the consumer, is it not ? 

Mr. Merz. That would be so, I should think, if the prices do rise. 

Mr. Esernarter. Thank you, Mr. Chairman. 

The Cuarrman, Mr. Simpson will inquire, Mr. Metz. 

Mr. Stmpson. I think there would be nothing any more important 
than the testimony you have given us respecting this subject in con- 





RENEWAL OF TRADE AGREEMENTS ACT 527 


nection with the legislation before the committee and the problem 
before the Government. I would like to confine my remarks generally 
to the heavy industry mentioned in the first part of your statement, 
Mr. Metz, the turbines and transformers ses generators and so on. 
But, first, I would like to inquire about certain companies, and I 
ask you to give me, roughly, either overall for all the companies to- 
— or for each one, if you want to guess on it, approximately just 
how little, dollarwise, the volume involved in this area we are talk- 
ing about is compared to that company’s overall business or the 
group’s overall business. 

They are the Allis-Chalmers Co., the Electric Machinery Manufac- 
turing Co., the Elliott Co., a division of the Carrier Corp., General 
Electric, and Westinghouse. 

Can —~ tell me, is that an important part dollarwise. 
Mr. Merz. I think that it is important as an item in the electric 
trade. As an item of sales volume, I do not seem to have any figures 
here myself, but I would certainly be glad to get them for you. Per- 
me on the transformers we can give you some idea of what it is. 

r. Srmpson. Go ahead. 

Mr. McCottom. I have available—and it is included in the attach- 
ment of the papers given to you in the exhibit—the shipments of 
transformers, 10,000 kv.-a. and above, made by the domestic manufac- 
turers in the year 1950 through 1956. I previously read to you the 
shipments made by foreign manufacturers into this country. 

n 1956—we will take that as an example—I have told you that 
there were 5,066,665 kv.-a. of transformers shipped into this country 
by foreign manufacturers. 

Mr. Stupson. I appreciate that, and you may enlarge on it. 

Mr. McCot1iom. The domestic manufacturers shipped 31 million 
kv.-a. In other words, it is about one-sixth. 

Between 15 and 20 percent of our business is being lost to the foreign 
manufacturers in the transformer business. 

Mr. Simpson. That still is not what I want. What I am trying 
to find out is just how important this area, dollarwise, is to the 
overall volume of Westinghouse, General Electric, and these other 
companies. Is it not a fact that it is a very small dollar proportion ? 

Are you in here hunting for business, or in here for national 
defense ? 

Mr. Merz. We could exist without and get along without this 
Federal business. 

Mr. Stmpson. Then you are in here because of national defense. 

Mr. Merz. National security. 

Mr. McCotiom. In the transformer business we are not pleading 
that we are being hurt by the loss of this business. 

Mr. Suveson. Putting it another way, the escape clause provisions 
would mean nothing to you then? You could not come in under the 


escape clause? 

Mr. Merz. No. They are not being hurt economically. So it 
would be of no benefit to us. 

Mr. Suupson. Of course, you could come in on a segment of your 
business perhaps that was being hurt under the escape clause, but you 
do not do that? 

Mr. Merz. We do not do it. 
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Mr. Stmpson. Therefore, you have appealed under either the Buy 
American Act or under the section 7, the national security proviso. 

Mr. Merz. We have done that. 

Mr. Stupson. You have done it for the very purpose of national 
security ¢ 

Mr. 8 The national security ; yes, sir. 

Mr. Srmpson. You are very firmly convinced that, in the event of 
serious loss in time of war, considerable time would elapse before the 
Americans, if called upon to produce replacements for this equipment, 
could do so? 

Mr. Merz. We know from actual experience the length of time that 
it takes to repair the apparatus of this type that fails in service. 
And, not having the detailed information on the foreign equipment, 
the repair of that would take 2 to 3 times as long, and to replace it 
entirely, it would be quite a task. 

Mr. Stmpson. I understood from your talking with Mr. Mills that 
when you have appealed to the ODM you have been denied what you 
sought—a directive to the effect that in these areas, in effect, foreigners 
should not be allowed to bid. You were denied that, but you were 
told that the matter is important, and it was suggested you could 
come in on individual instances and present your case? 

Mr. McCotiom. That is right. 

Mr. Suweson. Does that mean that the burden then of proving that 
the national security is involved is solely upon your willingness to 
come in? 

Mr. McCottom. That is essentially what it is; yes. It is up to us 
to prove that it is in the interest of national security. 

fr. Smrrson. So that, so far as the provisions of section 7 are con- 
cerned, what the ODM has suggested doing is to throw the ball back 
to industry, and if industry throws up its hands and says, “What’s the 
use?” the effect is that the national security is not protected by section 
7 as administered ? 

Mr. McCottom. I think that is right, yes. 

Mr. Srmpson. You evidently do, because what you are asking is a 
mandatory directive by Congress, because national security is involved 
in these heavy installations, that we, by law, give you the business. Is 
that correct ? 

Mr. McCottom. That is right; yes, sir. 

Mr. Ruereans. I would like to answer that also in behalf of the 
hydraulic turbine section. 

We have made numerous presentations, as I told Mr. Mills before, 
and every time we have a contract or a proposition in which the 
Government is interested and the foreign bidder is low, we make a rep- 
resentation through the proper channels trying to establish the fact 
that that particular job is a defense security, and in no case have we 
ever obtained a ruling that any of these particular jobs were essential 
to defense. 

Mr. Suwpson. You have been completely ineffective in these case-by- 
case approaches ? 

Mr. Ruerneans. Yes, sir. We have obtained relief due to other 
reasons. 

In one particular case we obtained relief because the foreign manv- 
facturer was located in an area that was predominantly communistic. 
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Mr. Srmpson. In other words, he was back of the Iron Curtain? 
You mean we were considering giving the bid to someone back of the 
Iron Curtain? 

Mr. Ruerneans. No, sir. I said predominantly communistic— 
north Italy. A number of years ago. 

In another case we were given relief because the manufacturer was 
located in an area of excess labor. 

Mr. Stupson. How many times do you suppose you will keep going 
back to the well with yours hands out for this act of grace on the 
part of ODM, or will you pretty soon give up and then, in effect, 
no gan would be protected with respect to national security in this 
area ¢ 

Mr. Ruerneans. That could very easily happen because the hydrau- 
lice-turbine industry is a little different from most of your other 
industries. We have several manufacturers in the hydraulic-turbine 
industry whose practically entire production depends upon hydraulic- 
turbine products, and, in case they do not get relief, they might 
entirely lose their entire company. 

Mr. Stupson. Is it not a fact, too, that our export business is very 
largely being adversely affected by reason of the low prices at which 
they are selling these goods abroad ? 

Mr. Ruerneans. Yes, sir; very much so. 

I would like to give you some figures here. In 1946 our total export 
billings, in round numbers, $3,800,000. That has steadily declined 
until in 1955 our export business was only $375,000, or one-tenth of 
what we had. 

Mr. Suapson. Who is getting that business you formerly had by 
way of export? 

Mr. Ruereans. All of the foreign manufacturers. 

With respect to our wages, in the period of 1930 to 1940 we had a 
very good competitive position with the foreign manufacturers, but 
since that time our wages have gone up between 3 and 4 times and 
the foreign wages have not kept pace. As a matter of fact, we can 
show example after example. 

We were just looking at a job this morning where we bid in a foreign 
country, and the foreign price was about one-third of the price that 
the lowest American manufacturer could bid in this business. 

Mr. Stmpson. That is the same kind of competition you are against 
coming into the United States, too? 

Mr. Ruerneans. Yes, sir; but with one exception: That in the 
United States the foreign competition is much closer to our level. 
They do not bid as low as they do in the foreign countries. 
ae Simpson. That is, they bid low enough to get the business 
nere f 

Mr. Ruernaans. That is exactly it. 

Mr. Simpson. In any other countries they bid what they can get 
for it. 

Mr. Ruerneans. Because they have competition. 

Mr. Simpson. Foreign competition and not our competition ? 

Mr. Ruerncans. That is right. 

Mr. Simpson. That is, the English would have competition from 
Germany, and they bid one against the other ? 

Mr. Ruerneans. That is correct. 
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Another observation: On the hydraulic turbine jobs, on every job 
that was bid by a foreign competitor, we only had 1 foreign competi- 
tor bidding, whereas you bid in a foreign country, like down in Mexico 
or South America, and we have 15 to 20 foreign countries bidding. 

Mr. Suwpson. Yes; I have heard that they have something similar 
to an international group, and they agreed that only one should bid 
against the American bidders for American work. Did you ever hear 
anything about that ? 

r. Ruerneans. No,sir. Iam not familiar with that. 

Mr. Sropson. But the fact is, only one of the many foreign pro- 
ducers will bid for American installations. 

Mr. Ruerneans. I believe the record will show that there has been 
only one European bidder. We have had a case where there were a 
few Japanese bidders, but we have had only one European bidder on 
every turbine job. 

Mr. Suvpson. Let us not be naive about it. This is not just a matter 
of chance. Is it the same man every time? 

Mr. Ruereans. No, sir; different bidders. We have English bid- 
ders, French bidders, Swedish bidders, German, Italian. 

Mr. Srwreson. When they are bidding for business, for example in 
South America, the Frenchman is bidding against the Britisher, and 
so on. 

Mr. Ruereans. Yes, sir. There will be 15. 

Mr. Srupson. But in the United States, just one of them bids. 

Mr. Ruerneans. Yes, sir. 

Mr. Suaeson. Do you know why ? 

Mr. Ruerneans. No, sir. 

Mr. Srpson. Do you have any ideas about it? 

Mr. Ruerneans. The records speak for themselves, sir. 

Mr. Smopson. Are they very agreeable when it comes to adapting 
their manufacturing operations to suit our specifications ? 

Mr. Ruerneans. They will, in a way, bid on the specifications. But 
then, after they have the job, they will try to change it around to their 
own ideas. 

Mr. Smovpson. Is there not an instance at the moment where they 
have been trying for sometime to make the installation acceptable to 
our standards at which the bid was originally accepted, and they 
have failed and are now trying to have our Government waive the 
requirements with respect to the Chief Joseph Dam? 

Mr. Ruereans. I think Mr. McCollom had better answer that. 

Mr. McCottom. I think you must be referring to the failure of the 
English electric transformers at the Chief Joseph Dam on the Co- 
lumbia River. They have 10 large transformers that they shipped 
there, and they have had a failure of 3 of those. At the present time, 
the English company is taking those back to England one at a time 
and rebuilding them. They are changing the design somewhat, I 
understand, and trying to make them meet the specifications that they 
originally agreed to meet. 

Mr. Sumeson. With respect to that dam, sir, is that in the area where 
we are using the electric energy in connection with the atomic develop- 
ments ? 

Mr. McCotrom. It is near the Hanford installation, the Hanford 
works. 
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Mr. Srupson. If, during the time when it was hazardous to cross 
the ocean by water or any other way, certain of these transformers 
were to go out of service, and the electric energy presently being 
furnished there for an important defense plant were made unavail- 
able, did I understand you to say that it would take for replacement, 
if it had to be done by American equipment, as long as 18 months? 

Mr. McCotiom. For replacement by an American manufacturer, 
no, it would not take that long. It would take probably a year or 
something like that for the designing and building of a transformer 
of this size. 

I would like to emphasize a statement that Mr. Metz made on page 
9 of his prepared statement here, where he states : 

Obviously, in view of this trend, there is no hope of any appeal to the execu- 
tive branch of the Government in connection with the national security amend- 
ment as it is presently written. 


Mr. Suupson. Yes, sir; I have that before me, and I will come back 
to that. 

Mr. McCotiom. We are referring there to the State Department, 
that in the matters that they get into in the conduct of foreign affairs 
in their day-to-day work, we are just not getting consideration to this 
problem. 

Mr. Srupson. On this same page I want to read to you the last sen- 
tence: 

As matters now stand, nearly every time an American purchaser buys power 
and transmission equipment for use in the United States from an American 
manufacturer when a foreign manufacturer has bid lower, foreign governments, 
foreign nationals, and persons in the United States unfamiliar with the full facts 
regarding the essentiality of electric power and the critical need for repair and 
maintenance severly criticize our Nation, our Government, and our policies. 

Who are those persons in the United States that do that? Are 
they people in Government ? 

Let me put it another way. Are there people in Government today 
who attempt to put economic pressure upon these companies who in- 
sist upon their rights under the Buy American Act, or under sec- 
tion 7, in this area about which we are talking ? 

I would like you to consider that pretty carefully, because it is a 
very important question. 

Mr. McCotiom. I know of no instance where there has been any 
economic pressure put upon an American manufacturer over this. 

Mr. Simpson. Who are the persons in the United States who do 
this criticizing? 

Mr. McCotiom. All of the foreign governments have representa- 
tives here. 

Mr. Simpson. I understand that, but are we talking about the 
Department of State? 

Mr. McCotiom. Yes; we are talking about the Department of 
State and the representatives of governments, the agents, who are 
American citizens, who are agents for these foreign manufacturers. 

Mr. Srmpson. Now confining myself to Government for the mo- 
ment, are these the people who make recommendations to ODM and 
so on, who are interested in building up foreign trade? 

Mr. McCottom. Well, let me see. 

Mr. Stmpson. Let me say that they are. 
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Mr. McCottom. I will agree with you, then. 

Mr. Srupson. Let me say further that with respect to some of our 
large corporations that are vitally interested in our national security, 
just as each member of this committee is, there are people who make 
suggestions regarding what their company should or should not do 
in the areas of appealing to Government agencies for relief where this 
foreign trade question is involved. 

I have another question or two, sir. 

Some people are under the misapprehension that when we say 
atomic power, we do not need transformers, and water turbines, and 
all that sort of thing. We do, of course. 

Mr. McCotiom. Yes, sir. Atomic energy is just the fuel. It is 
the thermal part of the cycle in the generation of electric energy. It 
takes the place of the steam generator. 

Mr. Srmpson. Now, keeping in mind that you have not been getting 
relief under section 7 and the Buy American Act, I will ask you to 
repeat your recommendation. Is it that section 7 be changed? 

Mr. Merz. We are thinking in terms of legislation on section 7. 
Actually, what we want is something that will spell this out so that 
there is no occasion for too much interpretation on the part of a 
member of the executive staff. 

Mr. Simpson. What you want, then, is certainty by word of law, 
and not by the operation of the discretion of any individual in the 
country. 

Mr. Merz. That is correct; yes. We think that that is good not 
only for the manufacturers in our country but for the manufacturers 
in other countries. They will then know definitely just what our 
policy is. 

Mr. Stmpson. Thank you very much. 

The Cuatrman. Mr. Boggs will inquire. 

Mr. Boces. Have you gentlemen supplied for the record the total 
exports of the American electrical companies ? 

Mr. Merz. No. 

Mr. Bocas. I wonder if you would do that. 

Mr. Merz. We certainly will try. 

As I said before, we do not attempt to make an economic issue out 
of this. 

Mr. Boces. I understand. 

Mr. McCottom. Do you mean the exports in the particular lines 
of apparatus ? 

Mr. Bocas. No; I mean all of the exports. 

Mr. McCottom. It bears very little relation to the products that 
we are talking about here, sir. 

Mr. Merz. Yes; very little. 

Mr. Boces. What companies are we talking about here? 

Mr. McCottom. There are quite a few companies. 

Mr. Boces. They are General Electric, Westinghouse, Allis Chal- 
mers, and what else ? 

Mr. McCottom. Pennsylvania Transformer Co., Elliot Co., Elec- 
tric Machinery Co. 

Mr. Ruerneans. In addition, Newport News Shipbuilding & Dry 
Dock Co., the Baldwin-Lima-Hamilton Corp., the James Leffel & 
Co., S. Morgan Smith, at York, Pa., Woodward Governor Co., and, 
of course, Allis Chalmers. 
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Mr. Bogas. I would like, for the record, a total breakdown of the 
total exports of the American electrical industry, as well as the total 
imports. 

r. Merz. We will endeavor to supply that for you. 

Mr. Boaes. Also for the field in which you are primarily inter- 
ested, namely, heavy electrical machinery. 

Mr. Merz. We will get what figures we have in those particular 
fields, too. 

Mr. Boces. That will be fine. 

(The figures referred to were not supplied. 

Mr. Boges. In your particular field over the last 10 years, since the 
conclusion of World War II, have your exports exceeded your im- 
ports, or have imports exceeded exports ? 

Mr. Merz. In my own particular situation, which is electrical—— 

Mr. Boces. I am talking about the sections we are talking about 
here today now, namely, heavy electrical power-producing equipment. 

Mr. Merz. I do not know whether I will have figures available on 
that, but we will certainly get them for you. 

Mr. Boces. You must Save some basic idea about it, do you not ? 

Mr. Merz. You mean to guess? 

Mr. Boaes. This is very pertinent to this inquiry. Do you have 
figures for last year, 1957 ? 

Mr. Merz. I have some figures here on one item of high voltage 
transformers. 

Mr. Boggs. I would like the whole field. Just one item here would 
not mean anything. 

Mr. Merz. I will have to get you that information, sir. I just do 
not have it here. 

Mr. Boges. Do any of your associates have it ? 

Mr. Merz. I am told we do have this figure on the things we are 
talking about. On the wide range of electrical products covered by the 
Electrical Equipment Division of the Department of Commerce: For 
1956, imports were $15 million; exports were $229,900,000. 

For the first 9 months of 1957, there is quite a difference. The im- 
ports were $8 million and the exports were $184,400,000. If we break 
it down into different types of equipment, of course, we get quite a dif- 
ferent story, and we will try to give you as much information as we can 
on that subject. 

Mr. Boees. In the field you just cited, the first figure you gave, 
the exports exceeded imports by some fantastic figure. Is that correct ? 

Mr. Merz. Yes, that is right, for that 1 year. 

Mr. Boggs. I think if you got the other years you would find the 
same thing, sir. 

Mr. Merz. In 1957, of course, it was quite a different story. 

Mr. Boggs. I would like to see the breakdown of those figures. 

Mr. Simpson referred to people who were interested in foreign trade. 
Would it not be fair to assume that General Electric Co. and Westing- 
house were interested in foreign trade ? 

Mr. Merz. I think they are interested in foreign trade, yes. 

Mr. Boces. There was some implication that only people who took 
a contrary point of view from your own were rather Jan than patriotic. 
Maybe I was wrong in drawing that inference. 

1. Merz. I certainly did not mean to convey that impression, my- 
self. 

24093—58—pt. 185 
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Mr. Boaes. Would it be fair to assume that the General Electric 
Co., one of your clients, is interested in foreign trade ? 

Mr. Merz. I would say we are all interested in foreign trade, cer- 
tainly. 

Mr. Bocas. Now I want to refer to this conversation about the State 
Department. Of course, it is Mr. Simpson’s State Department as well 
as my own. But do you consider the State Department the enemy of 
your industry ? 

Mr. Merz. We do not think that they have been very constructive 
in the industry generally, no. 

Mr. Boces. Do you think that they have a smaller interest in the 
national defense than you do? 

Mr. Merz. No, I do not. But I think they have quite a different 
view as to what is considered important and what is not. 

Mr. Boces. Would it be fair to say that they look at it from a 
picture that is somewhat broader than your own? 

Mr. Merz. Possibly so. That might be a way of describing it, al- 
though I think we have a very particular problem here. 

r. Boces. How about the Defense Department? How about the 
Office of Defense Mobilization? Apparently, you have filed innumer- 
able applications and every one of them has been turned down. 

si Shere, That is right. 

Mr. Boces. Would you say they are better able to determine the na- 
tional defense, or you ? 

Mr. Merz. We maintain this position, that we think this is just as 
important as the missiles themselves. 

r. Boees. Apparently you have not done a very good job of con- 
vincing these people to make decisions, though. They have had cases 
involving cordage, fine mesh wire cloth, analytical balances, clinical 
fever thermometers, wooden boats, and wool felt. That is the list 
that Mr. Gray left here last week. Obviously, you have not convinced 
them that you are more important than wooden boats. 

Mr. Metz. It has not been because these sections have not tried; 
and I think they are convinced, and as long as they are convinced, I 
think we should make our point. 

Mr. Boaes. There was something here that you mentioned about 
section 7, about spelling it out in the law. Do you mean by that that 
we should spell out the electrical turbine industry specifically ? 

Mr. Merz. That is right. We think that it is that important. 

Mr. Boces. Would you make the same recommendation with regard 
to watches, clocks, and wooden boats ? 

Mr. Merz. I cannot say that I know enough about those industries 
to decide. But I think that where you can come to a conclusion that 
the defense of the country is substantially supported by this kind of 
equipment, that should take precedence over any other consideration. 

r. Boees. Of course, the agencies of the Government charged with 
the responsibility of making these determinations have apparently 
determined otherwise in innumerable cases. Why is that? 

Mr. Merz. As I say, I think that rather than leave this subject to 
individual interpretation, we are trying to convince the Congress here 
that these items are important enough to have them spelled right out 
in the legislation. 

Mr. Bocas. You promised to provide Congressman Reed with some 
information on the number of man-hours of labor lost to other nations 
in connection with this equipment which is imported. 
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Mr. Merz. Yes, sir. 

Mr. Boaes. Would you also provide the number of man-hours 
ained? By that I mean the number of man-hours that are employed 

in the export field by these companies. 

Mr. Merz. For these products ? 

Mr. Boees. For all products in electrical industries. 

Mr. Merz. I do not know whether we have anything like that, but 
I will see. 

Mr. Boses. It certainly must be available. If the first figure is 
available, obviously the second figure is available. Then, break it 
down into the one that you are specifically interested in. I want you 
to put in the export figure as well as the import figure. 

r. Merz. May I read something that one ike group has given 
me! 

The National Electrical Manufacturers Association is made up of 528 com- 
panies, divided into approximately 80 different industries. Many of the com- 
panies in each of these industries manufacture only a limited-product line. They 
do not participate in the overall business. Many are dependent only on a small 
share of the business. 

We certainly have a great variation in the size and in the composition 
of the companies that are in the association. 

Mr. Bocas. I would presume that that problem of numbers would 
resent itself in preparing these figures on either side of the ledger, so 
would appreciate it if you would get them on both sides. 

Also, in connection with this economic pressure that was referred to 
by Mr. Simpson, it would be appreciated if, in connection with the 
larger members of your association, such as General Electric, Westing- 
house, and Allis Chalmers, to mention three of them, there were in- 
cluded in the record the total amount of Government contracts held 
by these companies at the present time. 

Mr. Merz. Just those three companies? 

Mr. Bocas. Or any others you would like to include. 

You have referred specifically to Government contracts. That isthe 
only reason I single out Government contracts. 

Mr. McCottom. Would this be limited to the lines of apparatus we 
are talking about ? 

Mr. Bogeas. No; across the board. 

Mr. Merz. You do not want this information as to the products 
that we are talking about in our presentation ? 

Mr. Bocas. I would like a breakdown on that, plus the total of all. 

Mr. Srarson. Would the gentleman yield for a moment? 

Mr. Bocas. Surely. 

Mr. Stmrson. I am sure you would not want him to include these 
very secret machines they are working on. 

Mr. Boaes. No; just the dollar total. I would not want any secret 
information. 

In connection with our own machines—and I am certain that they 
are very good machines—you would not want to imply that we do not 
have breakdowns in them; would you? 

Mr. McCot1tom. No; we are not trying to imply that at all, sir. 

Mr. Bocas. When you provide a contract, say, for a dam in a foreign 
country, you provide the equipment, occasionally some breakdown oc- 
curs, does it not, and you have to import it back to Pittsburgh or 
wherever it was made? 
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Mr. McCotiom. It happens occasionally; yes. But the record of the 
installations of foreign-made transformers in the United States shows 
that the rate of failure is between 8 and 9to1. The rate of failure is 
that much larger on the foreign-made apparatus. 

Mr. Boses. Is that not a matter of contract, though ? 

Suppose I am the city of X in the State of New York, and I make 
a contract with Y Company. I would assume that the contract is 
lived up to. Is that correct? 

Mr. McCottom. Whether the contract is lived up to or not, if the 
transformer fails, you have that entire plant out of service for the 
period of time it takes to repair it. 

Mr. Bocas. If these companies are capable of competing with such 
giants as you have mentioned here, they must have some competence 
about them. These English companies, for instance, are not incom- 
petent, are they ? 

Mr. McCottom. No; I would not say they are incompetent, but the 
records prove nevertheless that their apparatus does not stand up. 

Mr. Bogeas. It would seem to me that would give you a competitive 
advantage. 

Mr. McCo.tiom. It certainly should, but it has not worked that way. 

Mr. Boges. I would think that a prospective purchaser would be 
very reluctant to buy equipment that ad proved to be defective. 

Mr. McCottom. That has been given some consideration. 

In the State of New York bid, the State of New York, being a State 
body, did throw out the bid of the English Electric Co., due to the 
troubles that the manufacturer has had with their units at the Chief 
Joseph Dam. I think some of the Federal agencies have also re- 
stricted and eliminated the English Electric Co. But when they are 
eliminated, there is another one that will step right in and take their 
place. Ferranti, for instance, is one of them. 

Mr. Boges. Regardless of that, are they not required to meet what- 
ever the specifications may be in the contract ? 

Mr. McCotxom. Yes; they are. 

Mr. Boees. Are not certain performance and operation bonds re- 
quired by these contracts ? 

Mr. McCotiom. We are not questioning whether they meet the 
specifications or not. We are pointing out the difficulties that we 
would be faced with from a defense standpoint in case of some failure 
or sabotage to this equipment. It is equipment that is very easily 
sabotaged, and it would take time to repair it and get it back in 
service. 

Mr. Boces. Do some of your association members have plants 
abroad? For instance, does General Electric operate any plants out- 
side of the United States ? 

Mr. McCottom. I could not answer for that. There are General 
Electric representatives in the group. I could probably find out the 
answer for you, sir. 

Mr. Boaes. Does Westinghouse operate any plants outside of the 
United States ? 

Mr. McCottom. There are plants that Westinghouse has a partial 
interest in. There are none that are wholly owned by the Westing- 
house Co. 
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Mr. Boggs. Is there anything comparable to what exists in the auto- 
mobile industry, for example, General Motors and Ford ? 

Mr. McCottom. I am not entirely familiar with the automobile 
industry, but I do not think that it is comparable at all. 

Mr. Boggs. I ask this question strictly for information, because on 
the subcommittee we were concerned about this business about the 
Central Electrical Authority in England. We were informed at that 
time that the Central Electrical Authority attempted to get through 
this regulation to which you have referred, and that the British Gov- 
ernment turned it down. Are you certain about the information 
that you gave the committee about that ? 

Mr. McCotiom. We are positive about it. We cannot get the 
opportunity to bid on transformers in Great Britain. 

r. Curtis. Will the gentleman yield at this point ? 

Mr. Bocas. Yes. 

Mr. Curtis. I have a document dated January 1956, Report of the 
Committee’s Inquiry to the Electric Supply Industry, presented by 
the Minister of Fuel and Power. On page 114, in section 429, they 
state that the Authority decided it was unwise for the electrical-sup- 
ply industry to be dependent upon foreign manufacturers for their 
maintenance. Accordingly, they state, they do not accept bids from 
abroad. 

I was going to request that this be put into the record, simply this 
full provision 429, and the document from which it comes, because I 
think it bears right on that. . 

Now, they may have changed since January 1956, 

Mr. Bocas. I would like to ask, Mr. Chairman, that a proper in- 
quiry be directed to our State Department and the British overn- 
ment as well. However, I am told that the British Government 
reversed that recommendation. 

Mr. Curtis. Reversed it since this recommendation of January 1, 
1956. 

Mr. Boces. Yes, so I understand. I myself do not know. 

The Cuarrman. It occurs to the Chair at this point that it might 
be appropriate at this point that the material Mr. Curtis has in mind 
be inserted in the record, and then such other material as we may 
get through the State Department of any more recent action be in- 
serted immediately following this material of Mr. Curtis. Without 
objection, that will be included at this point. 

(The material referred to, with accompanying letter, follows:) 

DEPARTMENT OF STATE, 
Washington, March 12, 1958. 
Hon. Wiizeur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives. 


Deak Mr. Mitts: During the course of the public hearings on the renewal 
of the trade-agreements legislation February 25, a question was raised re- 
garding the purchasing practices of the Central Electricity Authority of the 
United Kingdom and you requested this Department to supply information on 
this subject for insertion in the record. 

In response to this request we have prepared the enclosed memorandum which 
we hope will help to clarify this matter. 

Should you desire any additional information, please let us know. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary. 
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UNITED KINGDOM GOVERNMENT PROCUREMENT POLICIES WITH RESPECT TO HEAVY 
ELECTRICAL EQUIPMENT 





Attention has been drawn to certain passages in a report of the results of an 
investigation of the electrical supply industry which was made by a British 
governmental committee of inquiry and a question has been raised whether the 
Central Electricity Authority of the United Kingdom accepts foreign bids. 

The passages in question are contained in a document entitled “Report of the 
Committee of Inquiry into the Electrical Supply Industry, presented by the 
Minister of Fuel and Power to Parliament by Command of Her Majesty January 
1956.” They are as follows: 

“429. We have described in paragraphs 116-119 how the Authority tried to 
overcome the trade agreements by direct allocation of contracts in order to get 
keener tenders, and how they have now abandoned such attempts in favour of open 
tendering. In the light of this situation we have therefore been concerned to 
ascertain why the Central Authority, before accepting the situation and paying 
the price, did not seek an escape by inviting tenders from abroad. We have been 
told by the Authority that it would be unwise for the electricity supply industry 
to be dependent upon foreign manufacturers for spares and maintenance. This 
is a perfectly proper factor to take into account. But we were also told that 
the authority through their membership of the Heavy Electrical Plant Consulta- 
tive Council considered that the Government would look with disfavour on any 
proposal by the Central Authority to go abroad for heavy electrical plant. It 
does not surprise us that the Heavy Electrical Plant Consultative Council, which 
consists in the majority of plant manufacturers themselves, would find it un- 
welcome if their principal home customer went abroad for major plant items, 
especially as their prestige in the export field might suffer. Nevertheless there 
have been one or two occasions when the Central Authority were obliged to go 
abroad for some small equipment because of shortages at home. There may well 
be reasons in the national interest, e. g. for balance of payments reasons, why the 
nationalised electricity supply industry should be required to confine its pur- 
chases to this country. But we wish to challenge the Central Authority's atti- 
tude that they would not consider it desirable to invite foreign tenders for major 
plant items because they thought that it would not be in the national interest 
to do so. 

“430. We have enquired into this matter and find that no question of the 
Central Authority purchasing from abroad was raised formally at any time at the 
Heavy Electrical Plant Consultative Council. Even if it had been, the opinion of 
that Council, having regard to its composition, would not necessarily represent 
the opinion of the Government. If the Authority, in order to induce home 
manufacturers to be more competitive, had felt it necessary to make purchases 
from abroad, they should have ascertained the policy of the Government by 
approach to the Minister. We understand that they never did so. 

“431. If on commercial grounds the Boards consider that the invitation of 
foreign tenders would induce keener trading from home manufacturers, they 
should invite such tenders unless they have a clear instruction from the Govern- 
ment that such a course must not be taken. The responsibility of the industry 
is to generate electricity as cheaply as possible. The determination of the na- 
tional interest is the responsibility of the Minister and Parliament. Ifthe Boards 
consider in any context that what their commercial interest requires may conflict 
with the national interest as they conceive it, they should seek the guidance of the 
Minister. But to seek to interpret for themselves where the national interest 
lies can only confuse the Boards, weaken their commercial zeal and enterprise 
and, in the present case, deprive them of their full bargaining strength.” 

It is clear from the foregoing that the committee was critical of the attitude 
of the Central Electricity Authority and recommended under paragraph 95 of the 
Conclusions and Recommendations as follows: 

“95. The Electricity Boards should seek the best and cheapest plant, taking 
maiatenance and servicing into account, irrespective of origin. They should not 
circumscribe their own commercial freedom to buy in the most advantageous 
market by assuming limitations of the national interest which have not been 
directly determined by the Minister (paragraphs 429-431) .” 

The Department of State has been informed by the British Embassy that the 
Minister of Fuel and Power subsequently notified the chairman of the Central 
Electricity Authority that the Government did not wish to prevent the Authority 
from inviting tenders from firms in the United States and that the Authority 
has informed certain United States firms of its willingness to invite tenders from 
them for heavy transformers. 
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The Department of State has also been advised that these firms did submit bids 
with respect to 120 mv.-a auto transformers thereafter. 

Mr. Boggs. I have one final question, sir. 

I did not quite understand the answers to Mr. Eberharter’s ques- 
tions about cost. Am I correct in getting the impression from your 
answers that the cost will be substantially increased in some of these 
cases if your products rather than some of the imported products 
are used ¢ 

Mr. Merz. I think there would be an increase in the cost of equip- 
ment to the utility because American wages and thus American costs 
are higher. Of course, some of that would be reflected in the cost 
of producing electricity. 

Mr. Bocas. And it would be reflected to the consumers? 

Mr. Merz. Yes. 

Mr. Ruerneaans. The records have shown that that increase in cost 
is not very great. The Buy American Act shows a differential of 6 
percent. It does not show it, but by Executive order, the differential 
is 6 percent. We have lost many jobs where the differential was 7 

reent, because of the fact that the 6 percent did not cover it. 

herefore, the increase in cost could be as much as 7 to 10 percent. 

Mr. Bocas. That is reflected in the rate structure? The rate struc- 
ture is determined upon the increment on increased capital in most 
cases ¢ 

Mr. Ruerneans. The cost of the machinery in relation to the entire 
power-producing equipment; and, for instance, in hydraulic turbines, 
the machinery is a small proportion of the entire cost of a hydro- 
electric power project, and has a very small effect upon the rate 
structure. 

Mr. Boges. [ have one procedural question, and I ask it for 
information. 

ae you had difficulty in determining the proper procedure before 
ODM 

Mr. Ruerneans. No, sir; we have not. We took up the proper 
procedure before ODM, and in every case we were given very courte- 
ous consideration. 

_Mr. Boaes. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire, Mr. Metz. 

Mr. Mason. I gather from your testimony and from the general 
answers you have given to these questions that your purpose in being 
before this committee is limited entirely to the question and the im- 
portance of national defense, and not the competition that you have 
to meet on this heavy equipment. Is that right? 

Mr. Merz. Yes, sir. 

Mr. Mason. And I further gather that the gist of your testimony 
or the objective of it is that you think that the Congress should 
reassume its responsibility in this field and not depend upon members 
of the executive department, General Gray or anybody else in ODM, 
to decide what should be done. Is that it? 

Mr. Merz. Insofar as this specific equipment is concerned ; yes, sir. 

Mr. Mason. You want the certainty of law to replace the uncer- 
tainty of the discretion of administrators? 

Mr. Merz. Yes. 

Mr. Mason. That is the gist of it. 
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Mr. Merz. Yes. 

Mr. Mason. I am glad to get that. 

What bearing on the national defense—and let us keep the national 
defense in titint hae all of the exports of electrical equipment com- 

ared to the imports of electrical equipment, when a large part of that 
Gis nothing to do with the national defense? The small appliances 
such as toasters have no bearing on the national defense, but do make 
up quite a large part of our export and import trade. 

Mr. Merz. I would say that the exports of this vital equipment that 
we speak of, during the past 5 or 6 years have become quite an impor- 
tant thing, and quite an apprehensive thing, as far as our industry 
is concerned. 

Mr. Mason. Yes, so far as the industry is concerned, so far as the 
national defense is concerned, it is this heavy electrical uipment, 
turbines and so forth, that counts, and not toasters and other small 
items. 

Mr. Merz. That is correct, sir. 

Mr. Mason. That places a different light upon it, and I think, for 
the benefit of this committee, the amount of exports and the amount 
of imports only of the electrical equipment that has a bearing on the 
national defense should be submitted. 

Mr. Merz. We will attempt to get you the complete story on that. 

Mr. Mason. That is the only thing I am interested in, the exports 
and imports of this heavy equipment which bear on our national de- 
fense. I would like that separated from the total exports and imports 
of electrical equipment, a large part of which has nothing to do with 
national defense. 

Mr. McCort1iom. Mr. Mason, I have some figures here on the imports 
and exports of large power transformers, the kind we are talking 
about here, for a number of years, that I would like to give you if 
you would accept them now. 

Mr. Mason. The time isshort. It is a list, is it not? 

Mr. McCottom. Yes. 

Mr. Mason. I would like to have them placed in the record at this 
point, and not take the time to give it orally. 

The Cuairman. Without objection, it will appear in the record at 
this point. 

(The figures referred to above are as follows:) 


Figures that Butler of Pittsfield General Electric Co. claimed Nesti cleared for 
General Electric’s use on transformers 


Total dollar | Dollar value 

sales value of imports of 

of — wer trans- 

Year of po lormers over 
eantireeets 10,000 kilovolt- 

over 10,000 ampere (at 
kilovolt- ve: a“ 


ampere iow b 
aie i ie tins ak ab adeblbedmadbilldlade itd 3, 756, 000 0 
lee ED eta atl sal nl heer iain tinal bnneneente-nitemboins 2, 107, 000 0 
Ree a ht Bassai pnadineteiemnipdawnaree 1, 994, 000 3, 743, 000 
REED ts iss he hse ONS occas). Rpg ppp sbbaedibeninidernceuais cal 1, 702, 000 5, 179, 000 
SU Rd oko s88 ohh ask vedbendeds Miieradbatbestedsuvybincede 1, 936, 000 1, 732, 000 
tht hiitiind oh icshumiestiolidapsnementaabbindessbbabibutdnah iieddid 843, 000 12, 204, 000 
a cesisipenpuaabaupe 1, 899, 000 9, 685, 000 
ES cas seciteneesnd dh iwocepaadiccst eee meass 10, 322, 000 


1 Estimated. 
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Mr. Mason. I think that is all, Mr. Chairman. 

The Cuatrman. Are there any further questions? 

Mr. Curtis will inquire, Mr. Metz. 

Mr. Curtis. Getting back to your statement with regard to the 
method in which these foreign companies have been bidding in the 
United States, I should first ike to ask, have you ever registered any 
complaints in regard to those methods to our governmental officials 
so that they in turn could be relayed to the countries involved in the 
General Agreement on Tariffs and Trade? 

Mr. Ruerneans. Naturally, we never registered a complaint regard- 
ing the fact that only one foreign manufacturer bid on each job. 
However, we did register complaints due to the fact that when we bid 
on a Government specification, there are quite a number of clauses in 
that specification to which the American manufacturers have to 
adhere. 

For instance, when we bid on a Government specification we have to 
abide by the Walsh-Healy Public Contract Act of 1936, which in- 
cludes labor rates and things of that nature. We have to conform to 
the 8-hour law. We have to conform to the Davis-Bacon Act, and 
we have to conform to the Fair Labor Standards Act, as well as the 
Renegotiations Act. In every case, when a foreign bidder bids on 
this type of a contract, all of these things are waived. The for- 
eign company does not have to follow a single one of these, whereas 
we, in a competitive standpoint, have to bid against them. 

Mr. Curtis. Where did you register your complaints? 

Mr. Ruerneans. With the various services. 

Mr. Curtis. With the services, rather than with the people who 
handle our trade negotiations? 

Mr. Ruerncans. That is correct, sir. 

Mr. Curtis. I would like to raise the question, though, why, with 
a pattern of bidding such as you suggest, which I believe is contrary 
to the General Agreement on Tariff and Trade, and which would be a 
violation if it were established, you did not register your protests to 
the appropriate Government officials in regard to that. 

Mr. Ruereans. I could not answer that, sir. 

Mr. Curtis. Is it because you do not know how to proceed ? 

Mr. Ruernaans. That is probably one of the reasons. 

Mr. Curtis. Mr. Chairman, I do not know who would be the Gov- 
ernment official who would respond to how an industry would register 
a complaint like that if they felt they wanted to complain, so in 
turn that could be taken up through the GATT organization by our 
negotiators. I presume Secretary Weeks would be the one. I won- 
der if we could direct that inquiry to him? 

The Cuarrman. When he returns to the committee, would you di- 
rect such a question to him ? 

Mr. Curtis. I will; but I was thinking that if the staff would take 
that question and send it to him ahead of time, he might be prepared 
to answer it. 

Now, the next question: How did your industry get to the point 
that it is in this situation on foreign competition ? as it the result 
of a lowering of tariffs through the Trade Agreements Act, or grant- 
ing away other feasures that put you in this spot? 

r. Ruerneans. There are two important reasons: First, for many 
years we were protected by the Buy American Act, and the General 
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Services had a sort of standing policy that they would apply a 25- 
percent differential ? 

Mr. Curtis. When was that withdrawn ? 

Mr. Ruerneans. That was withdrawn by Executive Order 10582 
about 3 or 4 years ago. 

Mr. Curtis. Was that withdrawn as the result of a negotiated 
agreement through the GATT by our trade negotiators abroad, if 
you know ? 

Mr. Ruerneans. No, sir. It was apparently an arbitrary action by 
the executive department. 

Mr. Curtis. It may be arbitrary, but they must have had a reason. 
I am wondering whether there were complaints by foreign govern- 
ments through the GATT, possibly, as to the practices that we were 
employing. 

Mr. Ruereans. It is quite logical to assume that. I have no knowl- 
edge of it, sir. 

Mr. Curtis. I wonder, since it is a burden to get that information, 
and I think it is important, whether your industry would find out why 
that was, or if you would tell me where I might make inquiries to 
find out how that was done. If it was done through the trade negotia- 
tions procedures, I think it is a very important point. 

The next question bearing on this is, Do you know whether if there 
were negotiations which resulted in putting you in this position, there 
is any procedure whereby the factor of national security can be deter- 
mined before our negotiators negotiate in regard to a certain area, as 
we do now as far as economic considerations are concerned, when we 
set the various points ? 

Do you follow my question ? 

Mr. Ruereans. It seems a little involved to me. 

Mr. Curtis. Let us turn it around. 

Under peril point, before our negotiators go abroad to negotiate, 
or wherever they are going to negotiate, there is a procedure to estab- 
lish a peril point below which you cannot go, because of economic 
damage that might be created, so that our negotiators are guided by 
those peril-point findings. 

I wonder whether we have any machinery whereby if the national 
defense were involved in a particuar item, that is determined ahead 
of time, or whether or not we might negotiate away something that 
would affect this segment of your industry, as might have happened 
in this case? 

Mr. Ruereans. The Trade Agreements Act, of course, sir, has a 
reference to national defense <n pee t 

Mr. Curtis. Before negotiations? That is what I am getting at 
now. 

Mr. Ruereans. I do not know whether it is before negotiations 
or after, but certainly it should be taken into account. 

Mr. Curtis. I am not sure myself whether there is anything that 
provides that a determination be made before negotiation. 

The staff now informs me that there is a provision for that. This 
is section 2 (a) : 

No action shall be taken * * * to decrease the duty on any article if the 


President finds such reduction would threaten domestic production needed for 
projected national defense requirements. 
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The next question is, then, Do you know whether there is any execu- 
tive machinery set up to implement that whereby the industry con- 
cerned with that could present its case ? 

Mr. Merz. I do not know of any, Congressman. 

Mr. Curtis. As far as you are concerned, in this situation you never 
utilized it, if it were? 

Mr. Merz. No. 

Mr. Curtis. Do you think it would be wise if the Congress took 
cognizance of that and might supply some machinery or suggest ma- 
chinery to take care of the situation ? 

Mr. Merz. I certainly think we should pursue the matter. 

Mr. Curtis. Do you feel that an amendment to the Buy American 
Act or an amendment to the national security amendment might take 
care of your situation ? 

I am being very honest with you. Mr. Mason very properly 
pointed out the value of certainty through legislative processes. But 
you can go too far on that, too. You can produce rigidity. I much 
prefer that Congress set up certain guidelines or standards, rather 
than to take a particular industry, any particular industry whatever, 
and go into the question of all the ramifications. We could not go 
into an evaluation of these various things you have listed there, saying 
that this thing is affected by national defense and the next thing is 
not. It seems to me that what we ought to do is — the proper 
machinery, procedures, whereby these matters can be determined. 

My question is, therefore, have you any suggestions as to how the 
national security amendment might be medifiel 90 that it would take 
care of your problem ? 

Mr. Merz. No, but I would be glad to give it some further thought. 
We did not presume to attempt any actual legislation, but we would 
certainly be glad to have those in our industry who know that type of 
procedure make a recommendation, as between legislation or whatever 
other channels seem preferable. 

Mr. Curtis. This would require legislation. But some of the wit- 
nesses have suggested that the national security amendment is quite 
vague and difficult of interpretation, and I find that I agree with that 
observation. I do know this, that poorly drawn legislation can result 
in the defeat of its expressed purpose, but it, also, can be damaging 
because it brings about the utilization of that legislation for purposes 
never intended. 

I suggest that that is exactly what has happened in this national 
security amendment, and so I would be very much interested in any 
suggestions that you might have for amending the national security 
amendment so that it would cover not the substantive decision that 
your industry is connected, but so that it would set up a procedure 
whereby it could be considered. 

Mr. Merz. I will see that we produce something in that respect. 

Mr. Courris. I have one final question, which has to do with the 
economics. 

As I understand it, these various items bear a high labor cost in 
them, up to as much as 40 percent. Is that correct? 

Mr. Merz. That is correct; yes, sir. 

Mr. Curtis. And I also understand that the labor differential in 
some of the situations with foreign competitors is as much as 10 to 1. 
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I was given these figures of $3 an hour for American labor in this area 
and as low as 30 cents an hour in some Italian company. 

Mr. Merz. That is correct, sir, to’ the best of my knowledge. 

Mr. Curtis. There is a very stiff wage differential there. The item 
is made up 40 percent of the labor cost, and with such a differential in 
rates, that sounds to me to be a very significant factor. 

Mr. Merz. It is, indeed, with this type of apparatus. 

Mr. Curtis. Thank you. 

The Cuamrman. Are there any further questions? 

If not, we thank you for coming to the committee and giving us the 
benefit of your views and those of the organization you represent. 

The statements that you gentlemen had were included in the origi- 
nal document that was put in the record. Is that right? 

Mr. Merz. That is right. 

Mr. Curtis. Mr. Chairman, I had one other request. I think it 
would be very helpful if we had a statement from ODM. Are they 
coming back before us? 

The Cuarrman. We will have them back in executive session, but I 
did not intend that they come back in public hearing. 

Mr. Curtis. I do not think it will be necessary ; but I think it would 
be good to have a statement from ODM, commenting on these aspects 
that have been brought out, so that we can understand their reasons 
behind this thing. 

The Cuarrman. I think probably we will need ODM or some repre- 
sentatives of ODM when we get in executive session. 

Mr. Curtis. In order that we might have this ahead of time, I 
would like to make a request that the staff direct a letter to ODM, 
asking them to comment on this specific situation that has been 

oe here, so that we will get their point of view. It need not 
e long. 

fiat esaseetaat: Very well. Without objection, that will be done. 

Thank you, gentlemen. 

Mr. Merz. Thank you, Mr. Chairman. 

(The following statements were received by the committee :) 


STATEMENT SUBMITTED BY HENSLEIGH C. WEDGEWOOD, PRESIDENT, THE BRITISH 
COMMONWEALTH CHAMBER OF COMMERCE IN THE U. S. A., INc., W1TH RESPECT 
TO STATEMENTS MADE BY OR IN BEHALF OF THE NATIONAL ELECTRICAL MANU- 
FACTURERS ASSOCIATION AT THE PUBLIC HEARINGS BEFORE THE COMMITTEE ON 
WAYS AND MEANS OF THE HOUSE OF REPRESENTATIVES ON THE PROPOSED DxTEN- 
SION OF THE TRADE AGREEMENTS Act, APRIL 2, 1958 


The British Commonwealth Chamber of Commerce in the U. S. A., Inc. (here- 
inafter referred to as the “Chamber’’), has for basic purposes, the encourage- 
ment of commerce and reciprocal trade between the United States of America and 
the United Kingdom. More than 80 percent of its members are either American 
citizens, or American firms, or corporations having a principal office and place 
of business within the United States of America. 

We do not propose in this statement to comment upon the proposed extension 
of the Trade Agreements Act. We propose simply to deal here with certain 
statements made in the course of the presentations and testimony submitted or 
made before your committee on February 25, 1958, in behalf of the National 
Electrical Manufacturers Association (hereinafter referred to as NEMA), in 
support of their proposal to exclude on grounds of national security, certain 
classes of electrical products of foreign manufacture from use within the 
United States. 

These statements of NEMA cast such serious doubt on the effectiveness of 
the British electrical engineering industry and are calculated so to discredit the 








RENEWAL OF TRADE AGREEMENTS ACT 545 


competence of that industry to design, manufacture, and service products of 
high standard for use within the United States that we have regarded it as al- 
together vital to investigate whether a sound factual basis exists for these state- 
ments and present to this committee our findings with respect thereon. 

These inquiries disclosed that not the slightest basis whatsoever exists for 
those statements which imply that the installation and use of British-produced 
electrical equipment in the United States will adversely affect national security. 
Indeed, as will be indicated herein, the contrary is far closer to the truth. 

We have deliberately refrained from commenting herein on the more specific 
allegations made with respect to the performance of certain of the electrical- 
power equipment produced and installed by the named British manufacturers. 
These allegations are adequately dealt with in the appended individual state- 
ments of these companies, which are exhibits A (English Electric Export & 
Trading Co., Ltd.) and B (Ferranti Electric, Inc.). 

However, we find it necessary to deal with the broader implications of these 
statements which are calculated to raise serious doubts about the effectiveness 
of the British electrical power supply industry, which is the second largest sup- 
plier of such equipment to the world markets. 

British industry has for decades been a leader in the supply of electrical 
power equipment to most of the countries of the world. The industry has 
contributed and continues to contribute greatly to the industrial and social prog- 
ress, not only of the so-called underdeveloped countries of the world, but also 
to the increased industrialization of others. The British electrical power equip- 
ment industry is in the forefront of the technology of this field including nu- 
clear power development and has acquired, through long experience all over 
the world, an outstanding reputation for its technical skill and its products. 

Specific to the requirements of the United States in this field, it should be 
noted that all such equipment is built against detailed specifications which set 
the standards of performance and reliability. Acceptance of the equipment is 
governed by a variety of tests carried out during manufacture and after actual 
installation. If these tests are satisfied, the equipment is accepted as meeting 
the quality standards set; if not, it is rejected or not accepted until these 
demanding tests are passed. Hence, no equipment of inferior quality, domestic 
or foreign, can get by. By the same token, any manufacturer, domestic or 
foreign, which sought to supply inferior equipment would rapidly eliminate 
itself from the United States or any other market. The fact that technical 
difficulties arise in a certain few instances in no way proves manufacturing 
incompetence or inferiority as has been asserted by NEMA. 

It is acknowledged and understood that the design and manufacture of heavy 
electrical plant is not a static process, but involves continuously the use of 
new designs and technological advances developed through research. As a 
consequence, difficulties in operation after manufacture cannot be completely 
avoided. They occur as frequently with one reputable and competent manu- 
facturer as with another, whether domestic or foreign. 

In addition to the foregoing, British manufacturers active in the United 
States market have been specifically approved as competent and qualified sup- 
pliers of generators, turbines, transformers, and like power equipment. This 
recognition has been accorded only upon careful study and investigation of the 
British companies providing such equipment over a number of years by com- 
petent United States agencies in the electric power field. Among them have 
been the United States Army Corps of Engineers, the United States Bureau 
of Reclamation, the Bonneville Power Adminitsration, and the Tennessee Valley 
Authority. Representatives of these agencies have carefully weighed the cap- 
abilities of companies’ plants and their equipment and facilities, their engineer- 
and technical staffs, their testing and research facilities, etc., and have made 
inspections of specific equipment under manufacture for these agencies. Since 
these Federal agencies restrict their purchases to qualified manufacturers, their 
acceptance of some British firms as competent suppliers of power equipment 
represents the highest possible commendation. 

While there is much more which could be said, it is hoped that the foregoing 
will satisfy the committee that serious attention need not be paid to the claim 
that foreign power equipment of inferior quality is entering into the electricity 
supply system of the United States, thus jeopardizing this country’s all-impor- 
tant power supply. 

On the broad issue of powerplant reliability, NEMA state: 

“During recent years turbine outage in the United States has averaged 6.7 
percent of total hours. The comparable figure for the British industry, as 
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reported in the annual report, British Electrical Authority, 1953-54, is 13.2 
percent, Or nearly twice as large. This is probably typical of the different 
standards of performance between domestic and foreign equipment.” 

On investigation, however, the facts are found to be quite different; thus, 
the outage figures quoted are neither directly comparable in terms of the period 
selected nor in terms of a common base for outage comparison. For example, 
in the case of the British Electrical Authority the outage figure mentioned 
covers a period of time too close to the end of World War II to be representa- 
tive, bearing in mind that during the war no new plant was installed and much 
routine preventive maintenance work had to give way to tasks of more immedi- 
ate wartime urgency. 

If, however, the comparison is moved to a period more directly equitable 
to that of NEMA, we find, for example, that during the 1955-56 winter peak 
period the total plant availability in the United Kingdom reached a maximum 
figure of 94.8 percent, i. e., only 5.2 percent of installed capacity was out of 
service for maintenance and repair. 

We do not suggest the foregoing comparison is exact, in fact the direct com- 
parison of two different systems is extremely difficult. Nevertheless, we view 
the Central Electricity Generating Board’s plant availability figure as a signifi- 
eant refutation of NEMA’s contention of the different standards of performance 
between domestic and foreign enuipment. 

NEMA further testified : 

“The 1950-51 report of the British Central Electricity Authority states: 

“With some 570 transformers on the main transmission system, there were 
during the year 56 breakdowns involving disconnection of the transformers. 
* * * The figures relate to faults resulting from a defect in the transformer or 
associated tap-changing equipment, and not to faults due to external causes.” 

We are informed, however, that of the 56 failures cited out of a total of 570 
transformers, the major number of failures occurred in transformers, which 
from wartime necessity, had been in service in excess of 20 years. The figures 
quoted, therefore, are in no way representative of performance of modern British 
equipment. 

NEMA in its presentation refers to an official report of the Central Electrical 
Authority of Great Britain to a Parliamentary Committee of Inquiry, from 
which they quote as follows: 

“It would be unwise for the electricity suppiy industries (of England and 
Wales) to be dependent upon foreign manufacturers for spares and mainte- 
nance. * * *” 

It is not denied that the foregoing quotation appears (p. 114 thereof) in the 
report of the Committee of Inquiry into the electrical supply industry as pre- 
sented by the Minister of Fuel and Power to Parliament (Jan. 1956). The 
statement of NEMA, however, not only refrains from referring to the sharp 
criticism of this point of view as contained in the report of this Committee of 
Inquiry, but overlooks entirely the actual recommendation made by the Com- 
mittee of Inquiry into the British electricity supply industry with respect to the 
purchase of foreign equipment, which appears on page 149 of the same report 
from which NEMA has extracted the quotation hereinabove referred to. On 
page 149 of this report, the Committee of Inquiry makes the following recom- 
mendation with respect to the purchase of foreign equipmenet : 

“The electricity boards should seek the best and cheapest plant, taking main- 
tenance and servicing into account, irrespective of origin. They should not cir- 
ecumscribe their own commercial freedom to buy in the most advantageous market 
by assuming limitations of the national interest which have not been directly 
determined by the Minister.” 

In the light of this recommendation, the Minister of Fuel and Power notified 
the Chairman of the Central Electricity Authority that the Government would 
not wish the Authority from inviting tenders from firms in the United States. 
Accordingly, the Authority informed certain of the principal United States 
manufacturers of its willingness to invite tenders from them and have in fact 
subsequently received tenders from them in respect of heavy transformers. The 
American tenders, however, have proved thus far to be uncompetitive. 

We would like to turn now to some of the broader aspects of the testimony 
that has been presented to this congressional committee by NEMA and others as 
to the present and potential effect of competition by British firms in the heavy 
electrical equipment field. We shall use as reference material figures collected 
by the United States industry and published in trade magazines and by the 
United States Bureau of the Census. We believe that certain statistics relating 
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to this should be a part of the record in view of the fact that an inaccurate 
representation has been laid before this committee. 

Spokesmen for the United States industry have repeatedly asserted that 
British competition is a threat to the maintenance of adequate production and 
employment levels in the United States plants devoted to heavy electrical equip- 
ment manufacture. Indeed, at times the statement is made that the competi- 
tion of imports is a threat to the very existence of some United States com- 
panies. 

At the outset, it should be realized how truly gigantic the United States elec- 
trical manufacturing industry is, and that it is becoming and will continue to 
grow ever more gigantic due to the steady and high rate of expansion in the 
use and need for electric power. 

Between 1946 and 1957, the sales of the industry more than tripled, leaping 
from $6 billion to $21 billion in round figures.* The two dominant companies 
now do more than $4 billion and $2 billion worth of business, respectively, per 
year, an amount in the aggregate equal to the production of the entire industry 
only 11 years ago. 

The record levels reached by this great industry in 1957 were particularly true 
of the power equipment side of the industry. Attached as appendix I and II to 
this statement are photostatic copies of compilations of official data as published 
in the Electrical World® showing the record level of orders on hand with the 
domestic manufacturers for generators, turbines, and power transformers as of 
April 1, 1957, and October 1, 1957, respectively. 

Other data will enable the committee to understand the constant rate of 
growth which lies behind these 1957 peaks in the heavy power equipment busi- 
ness of the United States electrical manufacturers. Thus, accurate data is 
available showing (1) the capital costs of electric utility expansion for generat- 
ing, transmission, and distribution equipment, and (2) the value of shipments 
of generation, transmission, and distribution equipment, during the 10-year 
period 1948-57, inclusive. This data, compiled from industry sources, appears 
in the Blectrical World for January 27, 1958 (pp. 86, 113) and is as follows: 


TABLE I 


[In millions] 








All power Power 
plant costs | equipment 
Year (United shipments 
States) (United 
States) 
ith a: ds dct eel tiecussuuenn Cowedkcecennadaate $2, 662 $1, 203 
Oe og tae al a a is i aha eke ee ee 3, 093 1, 132 
RE RR ae YR RRS a RTE EERIE SE ain 2, 936 1, 096 
DEA won nbvid déiancaducctiednacusceypsancdsscuecul ae dabuhhcemndeens nese alia 3, 068 1, 437 
BES. b8Ehnns ite a ead paste iscecm dcisan chicdiasste since ceeecad sete RAAT ale 3, 739 1, 710 
Mths Bus winkdncuntip cnchadephundi be ¢pqnhitenns sho cenmeenmbenetbalihedbeaaal 4, 063 1, 780 
SL don agit 343 waiin ty egggad ahmnie ech awe ca REE ee ae 4, 016 1, 768 
Pac phvthadctobaca apacdsbnishoes oedsvbatudaciabbubcns Debeteseamari aga 3, 623 1, 630 
Pads cnbvicevadsesccutiisbndkdeddébessdbtciascakd chebbed bites cn aeedeid 3, 781 2, 086 
reais cid ons pqpamietirelendeae mone naoeetinh bigialie Mand daersmertinaiamielal 4, 746 2, 441 


Side by side with the great expansion of the electric utility industry, the 
power equipment business has doubled since 1948 to the 1957 peak. 

As to the future, it is now accepted by expert observers in and out of the 
electrical utility and the equipment manufacturing industries that installed 
electric power capacity will continue at least to double about every 10 years. 
As recently stated by M. W. Cresap, Jr., president of the Westinghouse Electric 
Corp., to the Electrical World concerning the future of the electric utility 
industry : 

“Traditionally this industry has doubled in capacity every 10 years. We 
see an acceleration of this long-term trend. Recent growth has been doubling 


1 Electrical World, Jan. 27, 1958, p. 110. 

2The photostatic copies are of pages of the Electrical World issues of June 24, 1957, 
and December 9, 1957, respectively. Below the tabular compilations of uipment on 
order is editorial comment y Electrical World comparing the 1957 peaks wit revious 
lower levels, pointing to expansions in manufacturing capacity made by the Unite States 
manufacturers to keep pace with the upsurge of orders, etc. 
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at the rate of every 7 or 8 years; we expect that to continue for the foresee- 
able future * * * Most of this [Westinghouse] plant expansion planned is for 
our utility products—turbine generators, switchgear, transformers—to match 
the growth curve of the electric utility industry.” * 

On the basis of this well-established growth curve and other factors, Electrical 
World estimates power capacity additions of 26,800,000 kw. in 1970 (as against 
8,500,000 kw. installed during 1957) at a capital expenditure cost of $11,400 
million in 1970 (as against $4,600 million in 1957).* Since power equipment 
items normally represent about 40 percent of total electric utility costs, the 
United States market for electric power equipment should reach about $5 billion 
in 1970 on the basis of these responsible estimates. At the higher rate of ex- 
pansion expected by the Westinghouse Electric Corp., the power equipment busi- 
ness would be still higher in 1970. But at the least, it will increase by another 
$2,500 million—an increase equal to its present annual level. 

It is obvious that imports, to constitute any threat or to make any significant 
impact upon such a tremendous and expanding industry would have to reach 
some proportionately sizeable levels. However, this would not appear to be 
the case as the following various tables of authoritative data prove. 

Since the United States electrical manufacturing industry is a complex and 
far-flung one, a pertinent test of the impact of imports is the relationship be- 
tween total United States production and total imports of all electrical products. 
These figures are as follows for the years 1946-56, inclusive: 


Tas_e II.—United States production and imports, all electrical products * 


Year Total United Total United States 
States sales imports 


1946-50, annual aver- 
age, $14,000,000. 


$18,000,000. 
$27,000,000. 


$99,000,000. 
Not yet available. 





1 Total United States production figures are taken from the Electrical World, January 27, 1958, p. 110; 
= maort figures are taken from the Statistical A bstract of the United States, 1957, United States Bureau of 
the Census, 


As these figures reveal, total imports represent but a small fraction of the pro- 
duction of the United States industry. 

Another illuminating basis of comparison is between the total exports of elec- 
trical products by the United States manufacturing industry and the United States 
imports of the same products. These figures, likewise taken from the official 
reports of the United States Bureau of the Census, are as follows for the period 
1951-56, inclusive : 


Taste III.—United States exports and imports of electrical products * 


Year Exports Imports 
sR ek Oey Sn Pe a See Ae ee esc oh hast ods cdewae $623, 000, 000 $18, 000, 000 
ES 6 oie renee enh b cd angst tetas and de dtm ebeeeng nad eine nt ki= wk 752, 000, 000 27, 000, 000 
Si dinhs ieddd ince duindiwames mebetdthdes bisksnawibgaee wtigrttibind torn ainiiae tales 893, 000, 000 44, 000, 000 
IER TS REECE SS REE Pe eS ea ST | 870, 000, 000 46, 000, 000 
EES EES, Sag) ORE. US ep a FC Wea a beer eT ON Sa ape tees Gr eee ret: 843, 000, 000 56, 000, 000 
DN I a rain SR Ae sale haces Ne abel tach neha niin hens dogs Annet leinpcmimpe asap a iceagn wa 1, 015, 000, 000 99, 000, 000 





1 The products included are those classified in group 7 as electrical machinery and apparatus, by the 
Bureau of the Census. These figures are taken from the Statistical Abstract previously cited. 


% Issue of January 20, 1958, pp. 46, 100. 
‘Issue of September 2, 1957, p. 105—the $4,600 million estimate for 1957 became $4,746 
million, in fact, as shown in the preceding table. 
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Briefly summarizing these figures, the United States electrical manufacturers 
export annually from 10 to 30 times the amount of electrical products as are 
imported by the United States. 

In this connection, it is interesting to note from the recently released 1957 
annual report of the Westinghouse Electric Corp. that its export business “set 
new records in 1957 * * *. Sales represented 6 percent” of the company’s total 
business. Its total business being just over $2 billion, its exports were about 
$120 million. In short, this one domestic company’s export business in 1957 ex- 
ceeded all United States imports of such products in 1956, the last year for 
which complete figures are available. 

A third, and particularly pertinent and revealing comparison, is between the 
exports by the United States electrical manufacturers of power equipment items, 
and the United States imports of such items. The corresponding figures, like- 
wise taken from the official reports of the United States Bureau of the Census, 
are as follows for the 5 years 1952-56, inclusive: 


TABLE 1V.—United States exports and imports of power equipment items * 


Year United States| United States 

exports imports 
SOBs cocks dsl cd. Lesbeludsd ales vested dibs nels ble 221, 722, 000 1, 537,000 
SU is cbs cESAU RE <idh Sharia pohiglon Sagan a iasnaithin tiene aime Masher 215, 840, 000 10, 466, 000 
ls daciiitntinids bdbhchneninet teh Sed maithinen ah Gn etinaemieiesa ataeed tener 189, 411, 000 8, 344, 000 
Wook 8. us hl As dala adds pJoLb babe eo sd REA SL ae EE 197, 115, 000 9, 877, 000 
ORG. Stic bcleel A shhh a dvliss Sabin un budsé ving « Siglsnoh ee <eheedenie aebeneay 228, 806, 000 18, 573, 000 


1 These fates are compilations of the value of ‘all coded items of the Bureau of the Census as used in its 
annual F T-410 reports for exports, and its annual F'T-110 reports for imports, for products identifiable as 
power equipment items, such as generators and generating sets, turbines, tr: ‘ormers, converting ap- 
paratus, switchgear, circuit breakers, fuses, large motors, regulators, excluding the smaller sizes where 
apparent. 


Thus in the field of equipment manufactured for the electric utility industry, 
the exports of the United States manufacturers, totaling about $1,050 million, 
have amounted to over 20 times the United States imports of such items over this 
5-year period. 

It is in the light of these facts showing that United States production of power 
equipment (and other electrical products) keeps mounting to ever-higher levels, 
and that imports of electrical products, including power equipment items, remain 
at low levels compared to United States production, that we evaluate the follow- 
ing sample statements made by spokesmen for the United States industry in the 
current hearings: 

1. On February 25, 1958, the committe was told as to power equipment gener- 
ally that: 

“To the extent that the Government continues to accept bids from foreign pro- 
ducers to supply such heavy equipment, the American heavy equipment industry 
is less likely to remain solvent, intact, and able to respond to calls for defense 
production in any emergency * * * the level of operations of this branch of the 
industry is already seriously low, and projections for 1957 and future years 
present cause for alarm * * * Advance orders for 1957 and later * * * raise the 
question of whether the branch of the industry producing these classes of equip- 
ment must not plan seriously to curtail its scale of operations. Open capacity 
already exists or will come into being in the near future to a large extent because 
of the loss of business to foreign producers.” ° 

It is difficult to see how the power equipment branch of the industry, which has 
quadrupled in the last 11 years and is expected to more than double in the next 
t2, can be described as being at seriously low levels, or required to plan seriously 
to curtail its scale of operations or how the existing low level of imports could 
imperil its ability to remain solvent or intact. 

2. On March 10, 1958, an hydraulic turbine manufacturer stated to the com- 
mittee that: 


5 Letter of A. F. Metz, chairman, Import Committee of National Electrical Manufacturers 


Association to Congressman Hale Boggs, annexed to written statement read to the com- 
mittee by Mr. Metz at the hearings on ebruary 25, 8. 
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“If the domestic market for hydraulic turbines is lost, these (manufacturing) 
facilities will become useless and most of the present manufacturers will be 
unable to support or maintain either them or the highly trained technicians (of 
the industry). 

“Foreign competition has always been a potential threat, but only in recent 
years has it become an actual danger to our continued existence * * *” ° 

According to this spokesman, foreign turbine orders in recent years (the first 
of these orders was placed at the end of 1954) have been such as to endanger the 
continued existence of the United States turbine manufacturers. However, in 
contrast to this statement is the official record of the total orders held by the 
United States hydraulic turbine manufacturers on October 1 of these recent years, 
in horsepower, as follows: 


TABLE V.—Order-board of United States hydraulic turbine manufacturers * 
Total 


Year: horsepower 
ne te ek Ce a Se belo le ace 4, 320, 400 
ini ah dha ceauth aida sceesedicis idimmiiiess oie brnnnhinn theists eniainennigntncinsniabuenonithion 7, 820, 500 
a ns eapen lanti igneous iinipagh sielitaneniisotion 11, 228, 000 


1 Source: Electrical World, issues of December 5, 1955, (p. 56), December 10, 1956 (p. 
216), and December 9, 1957 (p. 108). 


The 1957 volume of orders on hand was the industry’s highest in history, sur- 
passing the previous peak of 8,249,000 horsepower reached in 1952 (the Korean 
expansion period) by about 40 percent. Thus, during the recent period of foreign 
competition referred to, the business of the United States manufacturers has 
nearly tripled and stands at an all-time high. 

To highlight further the relative unimportance of foreign competition to date, 
these same official records show that merely between January and October of 
1957 the domestic manufactures obtained turbine orders totaling 4,800,000 
horsepower. (See app. II.) This 9-month total is nearly 3 times as great as 
all such turbines delivered or on order from foreign manufacturers for United 
States installation. 

Despite the limited scope and impact of foreign competition, the fear is ex- 
pressed that foreign competition might become unlimited. This implies, of course, 
that foreign producers are disposed and equipped to supply, and thus compete for 
some substantial portion of the United States market, and that, on the record to 
date, domestic manufacturers are unable to meet foreign competition. 

There is nothing to indicate that foreign producers are disposed or are capable 
of greatly extending the extremely limited volume of business they have so far 
been seeking to obtain in the United States. The fact is that competition in the 
United States market has come from only a handful of foreign companies. These 
companies, relatively small in productive resources, compared to the larger 
United States producers, are located in European countries greatly dependent on 
exports and thus, traditionally and now, must and do compete in worldwide 
markets while adequately serving their own domestic markets as well. It is 
beeause of these immutable facts that the competition of these foreign producers 
in the United States market has been and must remain at relatively low levels 
proportionate to the United States market. 

Thus, there are many instances of large procurement of power equipment in 
recent years (of an aggregate value exceeding all foreign procurement to date), 
on which there were no foreign bids at all. In the hydraulic turbine field, for 
example, there appear to have been no foreign bids on such tremendous projects— 
all still under construction—as the Chief Joseph, McNary, and Rocky Reach 
projects on the Columbia River system; or on one of the two Niagara projects of 
the New York State Power Authority (on which the turbine contract came to over 
$20 million) or on the similarly huge projects as the Garrison, Oahe, and Fort 
Randall projects on the Missouri River. 

Moreover, when foreign producers do bid they are frequently underbid by 
a domestic producer. This was the case, for example, with the 12 large gen- 
erators for the Dalles Dam, awarded to General Electric at a bid price of 


6 Statement of the president of S. Morgan Smith Co. to the committee at the hearings on 
March 10, 1958. Compare another statement by this same witness to the Electrical World 
1 year ago when he said that the S. Morgan Smith Co. “enters 1957 with one of the largest 
accumulations of uncompleted contracts in its history. The sales outlook for 1957 con- 
— — good in both the hydroelectric turbine and valve fields.” Issue of January 7, 

957, p. 99. 
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$11,114,620, over $2 million less than the low foreign bid of $13,275,198; with 
the 16 generators for the huge St. Lawrence project of the New York State 
Power Authority, on which General Electric underbid foreign competition; and 
with the generators for Fort Peck and Fort Randall Dams awarded a few 
months ago. In the hydraulic turbine field, as well, domestic producers have 
underbid foreign competitors on the Ice Harbor and Fort Peck projects of the 
Army Engineers, and on the 16 turbines for the St. Lawrence project awarded, 
with a contract value of about $9 million to 2 domestic companies which under- 
bid foreign competition. Likewise, there are many instances of domestic pro- 
ducers underbidding foreign manufacturers on transformer procurement. 

In summary, imports of electrical products as a whole, or of power equipment 
items only, are a negligible fraction of the production of the United States in- 
dustry and no conceivable threat to its stability. Indeed, the United States 
industry has doubled in size in just the last 10 years and, like the utility in- 
dustry it serves, is confident of redoubling its production about every 10 years 
to keep pace with the constantly expanding use of electric power. 

Repeated reference was made in NEMA testimony to delays that have been 
and would be encountered in repair and maintenance of foreign supplied power 
equipment. With respect to the principal British suppliers active in this field, 
it can be said that they maintain in Toronto and in St. Catherines, Ontario, 
complete manufacturing, repair, and test facilities. These are fully staffed with 
personnel competent to deal with any problem arising in connection with repair 
and maintenance of British equipment installed within the United States or 
on order. 

It is pertinent to note that these manufacturing plants are substantial sup- 
pliers of large hydroelectric power equipment to the Hydro-Electric Power Com- 
mission of Ontario, the Quebec Hydro-Electric Commission, and other large 
users. AS an accompanying note, we would add that each of the active British 
suppliers maintains for use in emergency in this country and in Canada, rec- 
ords of drawings and specifications relating to their equipment used in the 
United States. 

We therefore find no substance in the NEMA claims that principal British 
suppliers of electric power equipment do not maintain necessary and readily 
accessible facilities and personnel to service their installations in the United 
States to the prejudice of this country’s national security. 

We believe, on the contrary, that the availability of these Canadian plants 
and their highly trained and qualified personnel makes a substantial contribu- 
tion to that security. For they are available not only to service British equip- 
ment installed in the United States but to aid and augment United States 
capabilities in event of emergency. 

As we stated at the outset, the British Commonwealth Chamber of Com- 
merce has for its basic purpose, the stimulation of trade between the British 
Commonwealth and the United States. We believe that the strengthening of 
the economic ties between our two nations serves a most useful purpose and 
particularly in this period when the economic challenge to the systems we 
cherish is strong on many fronts. In addition, we believe, too, that the inter- 
change of ideas and useful knowledge, which is an integral part of such trade, 
is greatly to be desired and plays an important role beyond that of pure 
commerce. 

In conclusion, we would like to thank the committee for the opportunity to 
present this statement. 
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Recorp 44,449 Mecawatts SCHEDULED FoR SHIPMENT 


Generating capacity amounting to 44,449 megawatts was scheduled for ship- 
ment on April 1, 1957, topping the previous record by almost 2,000 megawatts on 
October 1, 1956. This was the highlight in the production of large generating 
apparatus as brought out by the recently released 21st semiannual electric 
power survey of Edison Electric Institute. 

Five other significant developments in the survey follow. These, too, have 
established records. Data shown includes totals for three classifications ; namely, 
United States electric power systems, United States industrials, and outside the 
United States unless otherwise noted. 

Orders for steam generators placed during 1956 had a total steam capacity of 
184 million pounds per hour. No breakdown figures are available for a prior 
comparable period ; however for United States electric systems alone the orders 
totaled 102 million pounds per hour in 1955. 

Backlog of orders for all classes of steam generators totaled 246,768,000 pounds 
per hour of steam. Previous record was 242,460,000 pounds per hour as of 
April 1, 1952. 

Shipments of steam generators during 1957 will have a total steam capacity 
of 143,809,000 pounds per hour. This exceeds the prior high of 119,472,000 pounds 
per hour for 1952. 

Scheduled shipments in 1958 for both thermal and hydraulic generating capac- 
ity stands at 17,440 megawatts, exceeding the prior high of 14,658 megawatts 
scheduled in 1957. 

Backlog of orders for hydraulic turbines totaled 9,679,500 horsepower as of 
April 1, 1957. This exceeded by 17 percent the previous peak of 8,249,900 horse- 
power on April 1, 1952. 

Other outstanding facts developed by the survey are: 

Orders for waterwheel generators in the first quarter of 1957 totaled 840 
megawatts. If this rate is continued for the remaining three-quarters of the 
year the kilowatt capacity will about double the 1956 total of 1,914 megawatts. 

Orders for hydraulic turbines in the first quarter of 1957 totaled 2,020,400 
horsepower. If orders continue at this rate for the remainder of the year, they 
will be 300 percent of the 1956 total of 2,699,200 horsepower. 

Production of steam turbine generators in the larger sizes is increasing for 
United States power systems. The class of 200 megawatts and higher constituted 
32 percent of scheduled shipments 12 months ago (April 1, 1956) ; 38 percent just 
6 months ago (October 1, 1956) ; now 43 percent as of the latest survey (April 
1, 1957.) 

Largest steam generators on order are for (1) Ohio Power Co.’s Philip Sporn 
station Unit No. 5 which will be rated 2,900,000 pounds of steam per hour or 
3,295,000 British thermal units per hour, and (2) Indiana & Michigan Electric 
Co.’s Reed station Unit No. 1, a duplicate of the foregoing unit No. 5. These 
will be operated with 450-megawatt steam turbine-generators, the largest units 
on order (EW Dec. 10, 1956, p. 218). 

An upward trend is shown in power transformer orders and kilovolt-ampere 
capacity. Orders in 1956 totaled about 67,617 megavolt-amperes. But 1957’s first 
quarter orders totaled 20,838 megavolt-amperes, and if this rate continues for the 
remainder of the year, the 1955 and 1956 rate of ordering will be exceeded. 

Manufacturing capacity has been stepped up for three classes of equipment, 
based on the survey dates of October 1, 1956 and April 1, 1957, as follows: 

Steam generator capacity from 155 million pounds per hour to 170 million 
pounds per hour; waterwheel turbines from 3.5 million horsepower to 3.6 million 
horsepower ; power transformers from 74,000 millivolt-ampere to 80,000 millivolt- 
ampere. 

Following information on production, shipments, and new orders are only for 
United States electric power systems and are included in the table above: 

Production: Electric generating equipment (4 milliwatt and larger), thermal 
and hydraulic, scheduled for production in 1957 totals about 12,554 milliwatts. 
This is 4,728 milliwatts greater than the shipments in 1956; the major increase 
is in the thermal generating units. 

Scheduled production of thermal and hydraulic generating capacity in 1958 
(based on April 1, 1957 data) totals about 16,053 milliwatts, in 1959 about 10,930 
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milliwatts, and in 1960 and later about 1,514 milliwatts. The increase in 1958 
over 1957 is 3,499 milliwatts, or almost 28 percent. 

Power transformers scheduled for production in 1957 total about 64,790 milli- 
volt-amperes. This capacity is an increase of 10,352 millivolt-amperes, or almost 
20 percent of the 54,438 millivolt-amperes shipped in 1956. 

Steam turbine generators scheduled for production for which no boilers have 
been ordered totals 4,700 milliwatts, exclusive of the units for use with nuclear 
reactors. 

Seven units scheduled for atomic plants total 989 milliwatts and are for the 
following installations: Consolidated Edison Company of New York—250 milli- 
watts ; Commonwealth Edison Co.—192 milliwatts ; Detroit Edison Co.—150 milli- 
watts; Pennsylvania Power & Light Co.—150 milliwatts ; Yankee Atomic Blectric 
Co.—125 milliwatts; Duquesne Light Co.—100 milliwatts; Rural Cooperative 
Power Association—22 milliwatts. 

Shipments: For the first 8 months of 1957 the following shipments are recorded, 
with comparisons for the same period in 1956: 

Steam turbine generators (10 milliwatts and larger) were 1,426 milliwatts, or 
an increase of about 578 milliwatts over 1956. 

Steam generators had capacities totaling 19,505,000 pounds per hour, up 5,366,- 
000 from 14,139,000 in 1956. 

Waterwheel generators added to 258,000 kilowatts, an increase of 208,200 kilo- 
watts from 49,800 kilowatts in 1956. 

Hydraulic turbines amounted to 292,600 horsepower, or 18,000 horsepower over 
the 274,600 horsepower in 1956. 

Power transformers totaled 18,948 millivolt-amperes, an increase of 10,396 
milli-volt-amperes over 8,552 millivolt-amperes for 1956. 

New orders: For the first 3 months of 1957 orders were placed as follows: 

Steam turbine-generators (4,000 kilowatt and larger) totaled 2,553 milliwatts. 
Steam generators added up to a steam capacity of 17,360,000 pounds per hour. 
Waterwheel generators amounted to 795 milliwatts. Hydraulic turbines had a 
sum of 2,015,400 horsepower. Power transformers (United States power systems 
and industrials) totaled 20,254 millivolt-amperes. 

The EERI survey covers steam turbine generators, steam generators, waterwheel 
generators, hydraulic turbines, and power transformers. Data are compiled as 
of April 1, 1957, and relate to shipments, scheduled production, and estimated open 
manufacturing capacities for 1957 through 1960. Information was furnished by 
19 of the country’s leading manufacturers of heavy electric power equipment. 
Data on steam turbine-generators are based on manufacturer’s maximum rated 
capability and the other equipments on nameplate ratings. 
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INDUSTRY EXPANSION PLAN Hirt 52,928 MILirwatTts 


EEI Survey reveals units totaling 16,250 milliwatts will start operating in 1958; 
balance by 1960 or later 

Average size of thermal turbine-generator units 100 milliwatts and larger is 
now 175 milliwatts 

Hydraulic turbine orders may soar 240 percent over 1956 total 


Electric utilities’ expansion programs as they relate to generating equip- 
ment going into commercial operation will reach a record breaking 52,928 milli- 
watts, from January 1, 1957, through 1960 and later. The previous high of 
49,528 milliwatts covered the period of January 1956 through 1959 and later. 

This was one of several important figures revealed by Edison Electric Insti- 
tute’s 22d Semiannual Electric Power Survey, which covers steam turbine-genera- 
tors, steam generators, water-wheel generators, hydraulic turbines, and power 
transformers. The data, compiled as of October 1, 1957, relates to shipments, 
scheduled production and estimated open manufacturing capacities for 1957 
through 1960. It includes totals for United States electric power systems and 
industrials, and foreign installations. 

A breakdown of especially significant facts revealed by the survey is presented 
in the following paragraphs. 

EXPANSION 


In 1958 units totaling 16,250 milliwatts are scheduled to start operating in 
United States electric utilities. This amount is the largest for any single year 
and almost doubles this year’s (1957) amount. 

The average size of thermal turbine-generator units 100 milliwatts and larger 
is now 175 milliwatts. Units of 250 milliwatts and larger constitute 24 percent 
of the expansion planned for January 1, 1957, through 1960 and later. Units 
under 100 milliwatts equal 11.8 percent of the expansion program. Six months 
ago their share was 12.4 percent and a year and a half ago it was 14.2 percent. 

Open manufacturing capacity for turbine-generators under 100 milliwatts has 
been reduced since April 1, 1957. The area has been assigned to other produc- 
tion. The capacity relates to machines for all types of purchasers: United States 
utilities, industrials, and foreign shipments. 

Largest machine ordered so far is a 500 milliwatts turbine-generator for 
TVA’s Widows Creek No. 7 unit. 


NEW ORDERS 


New orders for hydraulic turbines in the first 9 months of 1957 total 4,842,700 
horsepower for all types of purchasers. If new orders continue at this rate for 
rest of the year, they will reach 240 percent of last year’s 2,699,200 horsepower 
total. The Niagara project accounts for over 54 percent of the 4.8 million horse- 
power total. The 13 hydraulic turbines for the Niagara project are the largest 
ordered so far—200,000 horsepower each, or a total of 2.6 million horsepower. 

Hydraulic turbine orders total 11,228,000 horsepower and are scheduled for 
shipment as of October 1, 1957 for all types of purchasers. This exceeds by 16 
percent the previous peak of 9,679,500 horsepower of of April 1, 1957. 


SHIPMENTS 


Scheduled shipments in 1958 for both thermal and hydraulic generating 
eapacity stands at 17,846 milliwatts, exceeding the prior high of 6 months ago 
of 17,440 milliwatts for utility, industrial, and foreign installations. Scheduled 
for shipment in 1957 is a total generating capacity of 15,074 milliwatts, including 
large and small steam turbine generators and waterwheel units. Through 
September 63 percent (9,571 milliwatts) were shipped. 

Steam turbine-generator shipments of the large (10 milliwatts and larger) 
units will chalk up a 1957 total of 12,890 milliwatts for all types of purchasers. 
First 9 months’ shipments came to 63 percent of this amount, or 8,074 milliwatts. 

Exclusive of the steam turbine-generators for use with nuclear reactors, about 
6,000 milliwatts are on order, for which no boilers have been ordered at this 
date. This runs about the same as the previous period. 

Large size steam turbine-generators had a net slippage of about 1,122 milli- 
watts from year end of 1957 through 1960 for United States power systems. 
Shipment slippage of 1,822 milliwatts was partially balanced by a 700-milliwatt 
gainage. 
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Of steam turbine-generators of 300 milliwatts and above in the industry ex- 
pansion program of 19 units are on order—a total of 6,505 milliwatts or 14.1 per- 
cent of the total for the period January 1, 1957, through 1960 and later. Six 
months ago 15 units were on order, totalling 5,040 milliwatts or 12.5 percent of 
that period’s total. 

In the 250-milliwatt and above class, 37 units are on order totaling 11,245 
milliwatts, or 24.8 percent of the total. Six months ago the 31 units on order 
totalled 9,225 milliwatts or 22.9 percent of the total. 

For the thermal and hydraulic generators going into operation on the ex- 
pansion program, total net slippage is 649 milliwatts. 

Steam generators or boilers have a scheduled total steam capacity of 
139,046,000 pounds per hour in 1957 for all purchasers. This exceeds the 
previous high of 119,472,000 pounds per hour shipped during 1952. During the 
first 9 months of this year 69 percent (96,423,000 pounds per hour) were shipped. 
Boilers for United States power systems had a net slippage of 4,675,000 pounds 
per hour of steam from the year end of 1957 to 1960. 

The ratio of millions of British thermal units per hour to thousands of 
pounds of steam per hour is 1.15: 1 (259,333,000,000 : 224,858,000), all purchasers. 

Hydraulic turbines scheduled for shipment to all types of purchasers in 1959 
totalled 3,590,600 horsepower, exceeding by 12 percent the record shipment of 
8,215,900 horsepower in 1954. Shipments for 1957 total 2,943,400 horsepower. 
During the first 9 months 53 percent (1,566,000 horsepower) were shipped. For 
United States power systems there was a net slippage of 455,000 horsepower 
from the year end of 1957 to 1960. 

Water-wheel generators scheduled for 1958 shipment to all purchasers will 
total 2,222 milliwatts, exceeding the high shipment of 1,953 milliwatts estab- 
lished in 1952. This year’s total shipments will be 1,907 milliwatts, of which 68 
percent (1,294 milliwatts) were shipped the first 8 months. United States power 
systems had a net slippage of 131 milliwatts. 

Power transformer shipments for all types of purchasers claim a 1957 total of 
73,246 millivolt-amperes, beating the 1954 record of 59,606 millivolt-amperes. 
Shipments during the first 9 months reached 54,772 millivolt-amperes or 75 per- 
cent of the year’s total. 

NUCLEAR PLANTS 


The total of 7 steam turbine generators for nuclear plants remains the same as 
a year ago (EW, Dec. 10, 1956, p. 218). Total capacity is 1,009 milliwatts, a 
slight increase because the Yankee Atomic Electric Co.’s generator has been 
boosted from 125 to 145 milliwatts. 

Information for the EEI survey was furnished by 19 of the country’s leading 
manufacturers of heavy electric power equipment. Data on steam turbine- 
generators and water-wheel generators are based on manufacturers’ nameplate 
ratings. 

Peak and reserve capacity data developed by the survey will be found on 
page 66 of this issue. 

Pxurit A 


STATEMENT BY ENGLISH ELEctTrRIC ExPORT AND TRADING Co., LTD., ON THE IMPOR- 
TATION OF Heavy Duty ELECTRICAL POWER EQUIPMENT INTO THE UNITED 
STATES, BY ALAN BARRACLOUGH 


This statement is presented in behalf of the English Electric Export and 
Trading Co., Ltd., through which company electric power producing and distri- 
bution equipment manufactured by the English Electric Co., Ltd., London, is 
imported into the United States. 

Matters of United States national policy which are under consideration by this 
committee are not proper subjects upon which our company may offer its views. 
However, as English Electric has been often referred to before this and related 
committees, we feel obliged, on our own behalf as well as in the interest of our 
United States and other customers, to answer specific allegations that have been 
advanced. These allegations, if left unanswered, would result in serious mis- 
understanding and possible repercussions involving the expenditure of Federal, 
State, and private funds in addition te adverse reflection upon the confidence in 
and reputation of the English Electric Co., not only in the United States but 
throughout the world. 

It has been stated that foreign manufacturers of the equipment under dis- 
cussion are, per se, not qualified to supply the United States market. Various 
reasons have been put forward to support this contention. 
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The underlying argument has been the alleged inability of foreign suppliers 
properly to service and maintain their equipment in an emergency to the preju- 
dice of the national security of the United States. To advance this point of view, 
it has been stated there have been extraordinary difficulties with equipment sup- 
plied by English Electric Export and Trading Co., Ltd., among others. It has 
also been implied that engineering and manufacturing standards customary in 
the United States cannot be met by English Electric. 

To deal with the latter point first, it is a fact that English Electric is one of 
the 5 or 6 largest companies in the world manufacturing electrical power equip- 
ment. The company has been accepted as a qualified supplier by a number of 
agencies in the United States. These include the Tennessee Valley Authority, 
the United States Army Corps of Engineers, the New York State Power Author- 
ity, the city of Seattle, the city of Los Angeles, and the United States Bureau 
of Reclamation, ete. This recognition, which is the highest commendation, has 
been accorded on the basis of their knowledge of our company’s facilities, per- 
sonnel, and manufacturing capabilities. Furthermore, the necessity for any 
manufacturer to meet exacting specifications and to carry out exhaustive equip- 
ment tests precludes the possibility that so-called inferior equipment has been 
or can be introduced into the electrical power producing and distribution system 
of the United States. 

Recognition of English Electric is worldwide. Our company has supplied, in 
the last year, over 100 countries of the world with heavy electrical power and 
other equipment in many diverse fields. This acceptance of the company’s prod- 
ucts is the fruit of more than 150 years’ experience within the English Electric 
group of companies. 

These overall capabilities and accomplishments of English Electric have con- 
siderable relevance to this statement. Therefore, we do wish to emphasize that 
English Electric is among the world’s foremost companies in the field of elec- 
trical power producing equipment, aviation, missile systems development, trac- 
tion, advanced electronics and nuclear power. In the last named field, the 
company is now engaged, together with two other internationally known firms, 
in designing and building what will be the world’s largest nuclear powerplant 
with a capability of 500,000 kilowatts. 

We are sure the committee will recognize that our company’s credentials in 
its various fields are of the highest order. 

In reply to specific testimony relating to alleged lack of adequate and readily 
accessible repair and maintenance facilities and staff, we can state that English 
Electric maintains in Canada and Toronto and St. Catharines, Ontario, through 
subsidiary companies, extensive manufacturing, test and repair facilities. In 
these plants have been built the largest water turbines in the world as well as 
some of the largest transformers built in Canada. Our Canadian companies 
are substantial suppliers of large hydroelectric power equipment to the Hydro- 
Electric Power Commission of Ontario, the Quebec Hydro-Electric Commission 
and other large users. These plants are obviously fully and competently staffed 
to deal with any problem which might confront us with regard to our equip- 
ment installed anywhere in North America. In addition to the Canadian per- 
sonnel available, English Electric has in the United States a trained technical 
staff as well as complete photographic records of all drawings and specifications 
covering our company’s equipment installed in this country. 

In sum, we believe the facts support our opinion that the repair and mainte- 
nance of English Electric equipment installed in the United States presents no 
significantly different or greater problems than those encountered with equip- 
ment supplied by domestic manufacturers. 

Two English Electric installations, at Chief Joseph Dam and McNary Dam, 
have been singled out in previous testimony as presenting unusual difficulties, 
with resultant loss of power and revenue. 

The English Electric installation at Chief Joseph Dam was the subject of an 
article prepared by the United States Army Corps of Engineers and published 
in the Electrical World of March 17, 1958. This article, a copy of which is at- 
tached, carefully and accurately outlined the history of this installation and the 
technical problems associated with such advanced equipment. The substance of 
the article was that English Electric had more than satisfied its contractual 
commitments to the purchaser and that work was proceeding “without any 
interruption or delay in the production schedule originally planned.” 

The “failure to meet specifications” in the McNary generators, referred to 
before this committee, is a technicality involving no restriction on the operation 
of the equipment supplied by English Electric. This equipment has, since com- 
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missioning, been continuously and satisfactorily operated up to 115 percent of 
capacity. 

We sible that consideration of all the facts leads inevitably to the conclu- 
sion that previous testimony relating directly or indirectly to English Electric’s 
overall competence as well as to our installations in the United States is in- 
accurate and misleading. 

We submit that, on the basis of known and widely recognized facts, the 
English Electric Co. is eminently qualified, by any acknowledged standards of 
experience, skill and engineering accomplishment, to undertake major contracts 
for the supply of electrical power equipment anywhere in the world, including 
the United States. The caliber of English Blectric engineering staff and the 
performance of our company’s equipment meet the highest standards, whether 
in the United States or elsewhere. 

In conclusion, we would respectfully express the opinion that previous testi- 
mony referring to English Electric went beyond the bounds of reasonable 
criticism. 

We greatly appreciate the opportunity to present this statement which should 
be read and considered together with that submitted by the British Common- 
wealth Chamber of Commerce in the United States of America, Inc. 





Corps TELLS WHAT HAPPENED TO CHIEF JOSEPH TRANSFORMERS 


{Newspaper stories and short magazine articles have indicated there has been trouble 
with transformers made by English Electric Co., Ltd., of Stafford, England, purchased by 
the Corps of Engineers for use on the Chief Joseph project on the Columbia River in the 
State of Washington. The following article has been prepared by the Corps, “with the 
~— of eliminating any misunderstanding about what actually happened at Chief Joseph 

am. 

The Seattle District, Corps of Engineers, United States Army, awarded a 
contract to the English Electric Export and Trading Co., Ltd., on their low bid 
for the design, manufacture, test, and delivery of 10 transformers for the Chief 
Joseph project. These transformers were rated at 103,000 kilovolt amperes each, 
single phase, FOW, with two separate 13.2-kilovolt, 1-v. windings and a 230- 
kilovolt wye connected h-v, winding insulated for the 900-kilovolt BIL. 

Although two failures have occurred, there has been no loss of power produc- 
tion, as the English Electric Co. has been cooperative and helpful. 

The standards Corps specification was used for the purchase of these units. 
The specification does not stipulate the type of winding desired. Company de- 
signers use the type of construction normally used as their standard product. 
A standard set of tests are specified, which are designed to demonstrate that 
the characteristics specified have been obtained. These tests include the NEMA 
steep front of wave. 

DESIGN CHANGES STIPULATED 


Transformers offered by English Electric were of its standard design for size 
and voltage classification and included an oil conservator. Before awarding the 
contract, the Corps stipulated that conservator vessels be eliminated and the 
design modified to be a conventional gas seal design. This design is based on 
a core form transformer with a helically wound, 1-v, coil, separated from a 
h-v. coil by a cylinder, using English Electric’s interleaved construction, to dis- 
tribute steep front voltage waves over the whole winding placing even stress 
on all parts of the insulation structure. 

This type of winding is recognized as being well designed for distribution of 
the h-y. stresses, but has not yet been used by United States manufacturers for 
higher voltage transformers. Included in insulation between the two windings 
is an electrostatic shield of metal grounded to the core. This shield protects 
the 1-v. coil from damage when steep front waves are impressed on the h-vy. 
winding. It is made up of thin strips of metal, electrically connected to each 
other and to ground on one end, completely encircling the 1-v. coil. But the 
two shield ends are insulated from each other to avoid a short circuited turn 
around the core. This shield is placed relatively near the 1-v. coil, leaving the 
major thickness of insulation between the h-v. coils and ground. 


FIRST TESTS EASILY PASSED 
All transformers passed their factory-conducted tests easily and were ac- 


cepted. They were delivered and put in service with only the usual checking 
for shipment damage. , 
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The first bank was placed in service August 14, 1955. It was soon apparent 
the top oil temperature thermometers were more affected by outside air ambient 
temperatures than by loads on the transformer. This was caused by a body 
of uncirculated oil at the top of the transformer. 

Circulating pipes for the oil cooler system are arranged to supply cooled oil 
to the bottom of the transformer and to take hot oil from the top of the tank. 
The shape of the transformer cover and location of the cover flange limits the 
space available for this top oil connection. As originally constructed it was 
located below the flange. This effectively traps a quantity of oil at the top of 
the transformer that is never circulated. The top yoke of the coring device 
maintains constant winding tension. The circumference of the completed cyl- 
inder is measured in several places for control purposes. It is completely dried 
in a vacuum oven. Tolerances have been established to limit the amount of 
shrinkage that will be acceptable after the drying is completed. Several trial 
cylinders were made and torn apart during this stage of the development and 
the results indicate shrinkage has been eliminated. 

Two of the original transformers have been rebuilt incorporating the changes 
outlined above. They have been returned to the job and are now back in 
service. The two extra transformers being furnished by the supplier for the 
rebuilding program have been completed and dispatched to the job site. A 
regular schedule of returning units to the factory two at a time, has been 
established and will be put into action this spring. The last transformer will 
be returned to the job site early in 1960. 


CORONA REDUCED ON NEW UNIT 


The Corps of Engineers has made tests to detect corona on the eight trans- 
formers still in service. These tests indicated all but one of the transformers 
had corona in varying amounts at normal operating voltages, and the oscillo- 
graph record shows suspected corona in the insulation barrier. Similar tests 
which were made on the two new transformers to be sent to the project by 
English Electric indicated negligible corona at operating voltages. Further 
studies of corona in transformers are being made by English Electric in their 
h-v research laboratory and additional tests will be made by the corps at the 
project. 

English Electric people have been most cooperative throughout the investiga- 
tion and solution of the problems on this job. This is exemplified by the loan 
of the two extra transformers during the rebuilding period to eliminate any 
loss of power from the project and to complete the work in as short a time as 
possible. The procedure will permit alteration of the transformers without any 
interruption or delay in the production schedule originally planned. 


ExuHisirt B 


STATEMENT By FERRANTI ELectrIic INCORPORATED ON THE IMPORTATION OF 
Heavy Duty EvectricaL EquipMEentT Into THE Unitep States By R. H. Davies 


1. THE PURPOSE OF THIS STATEMENT 


The testimony submitted to the Ways and Means Committee on February 25, 
1958, by the National Electrical Manufacturers’ Association sought the exclusion 
from the United States market of a wide range of electrical products of foreign 
manufacture, including large power transformers manufactured by Ferranti 
Ltd. in England. 

The purpose of this statement is to answer those allegations in the N. E. M. A. 
testimony that are specifically directed against the importation of large power 
transformers manufactured by Ferranti Ltd. in England. 

The N. HB. M. A. testimony contained several general allegations against the 
British electrical engineering industry, which allegations have been answered 
in a statement prepared by the British Commonwealth Chamber of Commerce 
of U. 8S. A., Inc. The testimony also, in support of these allegations, made ref- 
erence to certain incidents involving Ferranti transformers, which we shall 
place in their true light in this statement. 

The NEMA testimony made frequent assertions that there is a lack of 
adequate servicing, overhaul and repair facilities for power equipment of 
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foreign manufacture. The implication was that in time of war such facilities 
would be nonexistent, whereas we shall show that the Canadian subsidiary, 
Ferranti Electric Ltd. of Toronto, is capable of testing, repairing, or rebuilding 
the largest sizes of transformers of British manufacture that are offered by 
Ferranti in the United States of America. 


2. THE FERRANTI COMPANIES IN BRITAIN, CANADA, AND THE UNITED STATES OF 
AMERICA 


Before dealing with the specific allegations made in the NEMA testimony, 
it is pertinent to give some brief general information about the Ferranti organi- 
zation, which will indicate its experience and responsibility in the electrical 
engineering field. 

The original company was founded in England in 1882 to carry on the design 
and manufacturing activities of Dr. Ziani de Ferranti, who was one of the first 
engineers to engage in the successful application of electrical power to practical 
use. One of the early large contracts undertaken was for the first central elec- 
tricity generating station, completed in 1890 at Deptford in London. This sta- 
tion employed transformers with an output at 10,000 volts, unprecedented at that 
time, which supplied the first high voltage transmission system anywhere. Since 
that date, the Ferranti organization has been continually in the forefront of 
large transformer design and manufacture until today it is one of the largest 
transformer manufacturers in Burope, with its transformers in successful 
operation all over the world. 

The transformer plant of the company is specifically constructed for the 
manufacture and testing of the largest sizes of transformers. To provide for the 
essential quality control of design and manufacturing in all phases, the testing 
facilities in the transformer department are second to none, and include, for 
example, a 4-million-volt impulse generator, which is used to test the resistance 
of transformers to lightning flashes. 

The total number of employees of Ferranti Ltd. is some 12,000. The company 
has seven plants in various parts of Britain and is engaged in the manufacture 
of a wide range of electrical products, including transformers, electrical instru- 
ments, and domestic appliances. In addition the company is the largest manu- 
facturer outside America of electronic digital computers, and also, in associa- 
tion with the Bristol Aeroplane Co., manufactures the Bloodhound guided 
missile. 

In 1912, a subsidiary company, Ferranti Electric, Ltd., was founded at 
Toronto, Canada, and this company is now one of the major manufacturers of 
large power transformers in Canada, supplying such equipment regularly to the 
Hydroelectric Power Commission of Ontario, among other large and important 
customers. 

The facilities at Toronto have been steadily expanded, the latest addition 
being a new building, completed in 1956, to provide for the complete manufacture 
of the largest sizes of transformers that are now contemplated. This plant is 
one of the most modern transformer manufacturing plants in Canada. 

The American subsidiary, Ferranti Electric, Inc., was incorporated in the 
State of New York in 1926 and since that date has represented the parent 
company in the United States of America. In addition this American subsidiary 
has been engaged, since its foundation, in the manufacture in New York of 
various electrical components, and proved a valuable domestic source of these 
components during World War II and the Korean war. 


3. THE NEMA TESTIMONY 


We will deal first with the specific incidents that are cited in table 11, 
exhibit B, of the NEMA statement under the heading “Troubles and Fail- 
ures—Foreign-Built Transformers Above 10,000 Kilovolt-Amperes.” Three of 
these incidents refer to Ferranti transformers. 

In the first case, that of damage to a Ferranti 33,000-kilovolt-ampere trans- 
former at Garrison Dam on January 19, 1956, the fact is that responsibility 
for the damage was accepted by the Corps of Engineers, who paid the full cost 
of repair. It should be noted further that this Garrison Dam transformer was 
completely rewound and rebuilt at the Ferranti plant in Toronto in 12 weeks, 
including transport time from and to Garrison Dam. This repair time is well 
within the estimates given by NEMA for United States manufacturers 
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and the incident provides confirmation of our statement that the servicing, 
overhaul, and repair facilities in Canada are adequate. 

The second incident was the breakdown of a high voltage bushing at Garrison 
Dam on July 26, 1956. In this case, contrary to the impression given by the 
NEMA statement, Ferranti engineers inspected the transformer immediately, 
and, after a full investigation of the causes of the breakdown, a new bushing 
was installed by August 13, 1956, i. e. within 18 days from failure. The atti- 
tude of the operators of the Garrison Dam powerhouse is indicated by a letter 
from the Corps of Engineers, commending the Ferranti personnel involved for 
the speed with which repairs were made. 

The third incident referred to the result of a factory test on November 15, 
1956, on a transformer for the McNary Dam. In this case the NEMA 
testimony was incorrect in that there was no “breakdown of core insulation.” 
In commenting on this incident it must first be remarked that the purpose of 
applying severe tests as a matter of factory routine is to investigate behavior 
that might conceivably cause trouble in service, so that any such behavior may 
be corrected before dispatch. 

Under a severe impulse test a hitherto unknown phenomenon occurred, and 
considerable trouble was taken to discover its cause. After a very thorough 
investigation, undertaken at Ferranti expense, it was established that the phe- 
nomenon could not have caused trouble in service, and that it could be removed 
by a very minor modification, which was carried out before despatch. 

In each case, therefore, a study of the facts concerning the incidents, in which 
Ferranti transformers were involved, reveals a very different picture from that 
painted in the N. E. M. A. testimony. 

We refer now to the figures given on Federal awards of transformer con- 
tracts on page 5 of that part of the N. E. M. A. statement dealing with large 
power transformers. No authority is cited for the percentage figures shown, 
and we are unable to check their authenticity, but it should be noted that the 
dollar value of Federal awards represent almost the total value of power trans- 
formers imported, and constitute a very small fraction of the total United 
States power transformer sales, which, for example, during the first half of 
1957 showed an annual rate of $257,400,000, according to N. E. M. A. statistics. 
The foreign awards for this year were $1,763,868, or 0.7 percent. 

With reference to the reports given of foreign transformer failures, in com- 
parison with those of United States transformers, it must be pointed out that 
evidence of foreign transformer failures has been collected from customers, 
whereas evidence on United States transformers has come from the individual 
manufacturers of the transformers concerned, who can scarcely be regarded as 
an unbiased source. 

Turning to more general allegations, it is suggested by N. E. M. A. that heavy 
power equipment of foreign manufacture will not meet the special requirements 
of performance in the United States. This cannot be the case because all such 
equipment is designed and built to detailed customer’s specifications which set 
the required standards of performance and reliability. Acceptance of the equip- 
ment is governed by a succession of specified tests, both in the factory and on 
site. If these tests are not satisfied, the equipment is not accepted. In view 
of these carefully prepared specifications, and tests, covering all aspects of the 
transformers’ design and construction, the N. E. M. A. allegation that United 
States transformers have hidden virtues, such as greater overload capacity, is 
completely unjustified. 

As has already been stated, the N. E. M. A. testimony makes frequent alle- 
gations about the lack of adequate servicing, overhaul, and repair facilities for 
equipment of foreign manufacture. The implication is that, even in time of 
peace, serious delays may result from transport time to the place of manufac- 
ture, whereas in time of war the facilities would be nonexistent. 

In the case of Ferranti transformers this implication is refuted completely 
by the existence of adequate design, manufacturing, and repair facilities in 
Toronto so that in no case will shipment to England be essential. 


4. CONCLUSION 


We believe that the foregoing statements by ourselves, coupled with the state- 
ment that has been made by the British Commonwealth Chamber of Commerce 
of the U. S. A., Inc., can leave no doubt that the N. E. M. A. testimony relating 
to Ferranti transformers contains implications that completely distort the true 
situation. 
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We reject completely the N. E. M. A. allegation that Ferranti transformers are 
in any way whatsoever inferior to those of United States manufacturers, or that 
inadequate facilities for their maintenance exist in North America. 

In the light of the above facts we cannot see any basis for the statements 
implying that the importation of Ferranti transformers constitutes a danger to 
national security, and indeed we believe the reverse to be closer to the truth. 

We agree with N. E. M. A. in their contention that electric power supply is 
vital to national security. We would go further and say that the electric power 
supply of Canada is important to the security of the United States of America, 
and would point out that the Ferranti transformer factory in Toronto is a 
major contributor to the development and maintenance of this power supply. 
Moreover these Canadian facilities are available not only for the repair of our 
British transformers, but in times of emergency could very well be a valuable 
addition to the repair facilities of United States manufacturers. 

Ferranti Ltd. is one of the largest British manufacturers of capital goods and 
must play its part in maintaining British exports at the level necessary for the 
economic stability of Britain, to which dollar earnings are so essential. That 
this responsibility can be fulfilled without any threat to United States manufac- 
turers is amply demonstrated by the relative figures of United States imports 
against United States production cited in the statement of the British Com- 
monwealth Chamber of Commerce of the U. S. A., Inc. 

We greatly appreciate the opportunity to present this statement which should 
be read and considered together with that submitted by the British Common- 
wealth Chamber of Commerce of the U. 8. A., Ine. 

The CuarrmMan. Our next witness is Mr. T. W. Hardy, Jr. 

Mr. Hardy, for the purposes of the record will you identify your- 
self by giving us your name, address, and the capacity in which you 


appear. 


STATEMENT OF T. W. HARDY, JR., PRESIDENT, HARDY SALT CO., 
ST. LOUIS, MO. 


Mr. Harpy. My name is T. Walter Hardy, Jr., and I am president 
of the Hardy Salt Co., of St. Louis, Mo. 

The Cuarrman. Mr. Hardy, do you have statements for the benefit 
of the members of the committee ? 

Mr. Harpy. Yes. I left them in the committee office early this 
morning. 

The Cuarrman. Can you complete your statement within the 15 
minutes we have allotted to you? 

Mr. Harpy. Yes, sir; I think so. 

The CuatrMan. You are recognized. 

Mr. Harpy. I am also a member of the Committee for a National 
Trade Policy. 

Our company is engaged in both the production and marketing of 
salt for all purposes, our only plant being located at Manistee, Mich., 
approximately 250 miles from the Canadian border. 

It was my pleasure to testify before this committee on behalf of 
extension 3 years ago. At that time, I did not discuss the effects of 
our foreign trade policy on the salt industry, but confined myself to 
a discussion of the beneficial effects of increased two-way trade, stimu- 
lated by multilateral reduction of tariffs and other restrictions, on 
the economic well-being of the United States and the standard of 
living of our citizens. 

Today I would like to discuss some of the effects on the salt industry 
and on our company, as well as to reemphasize my strong belief in 
the overall beneficial effects of increased free world trade as stimu- 
lated by the multilateral trade agreements program. 

24093—58—pt. 187 
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Salt is a basic agricultural, industrial, and food chemical. I might 
also add that we consider it very essential to the national defense. 
It is produced from the solar evaporation of sea water in dry climates, 
by shaft mining of rock salt, or (at a somewhat higher cost) by boiling 
artificial brine produced from rock salt, as we do at Manistee. Salt 
deposits are quite widely dispersed throughout the world and, gen- 
erally speaking, the public interest is best served by the free distribu- 
tion of the commodity in areas determined by the economics of freight 
rates. 

The attached exhibit I provides a picture of United States and 
Canadian foreign trade in salt. United States exports are small as 
a percentage of total United States production of almost 10 million 
tons, but Canadian imports (70 to 80 percent of which comes from 
the United States) have consistently run at 35 to 40 percent of 
Canadian domestic consumption. Most of our exports go to Canada 
with smaller quantities to Japan and Cuba. 

The Cuamman. Mr. Hardy, do you desire that your exhibit be 
made a part of this record ¢ 

Mr. Harpy. Yes, Mr. Chairman, I do. 

The Cuarrman. Very well, without objection that will be done. 

(The exhibit referred to is as follows :) 


ExHIBIT I 


United States foreign trade in salt (short tons) 
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Starting in 1953, United States imports have grown rapidly, 
mainly from Canada and the Bahama Islands. Within the last sev- 
eral years one of our large multiplant competitors has gained control 
of a Canadian company as well as Bahama production. A new mine 
at, Windsor, across from Detroit, is shipping large quantities of salt 
into our trade territory. Application is on file for freight rates into 
New England from a new mine in Nova Scotia, and this company 
has on the w ays a special ship to transport salt from their Bahama 
properties to the southeastern coast of the United States. 

Clearly, these developments have been brought about by the very 
substantial reduction in United States duties under the reciprocal 
trade program. As the exhibit shows, our duty on salt starting at a 
point very considerably above the Canadian duty has been decreased 
to a point far below the Canadian duty. It is obvious, under the con- 
ditions I have outlined, that imports of salt to the United States will 
continue to increase rapidly. 

Obviously, we have cause for action under the escape clause provi- 
sions of the act. I notice that two salt companies are sponsors of 
the American Tariff League statement, The United States in World 
Trade, which condemns the 1 reciproc al trade program as outmoded 
and unfair. 

But I believe that there is another approach for our company, 
which is in line with what I regard as the enlightened foreign trade 
policy of our country. Thus far we have not entered the Canadian 
market in any appreciable degree, but we now hope to develop markets 
in Canada in the area adjacent to our plant. We have just begun in 
this effort, and in 1955 we made formal request for negotiation of 
lower Canadian salt duties. No action was forthcoming. 

We also hope by diversifying, by upgrading our product and serv- 
ice, by specializing in certain grades of salt, to thereby hold our own 
and to serve the public competitively. If this act is extended we 
will again request that the United States negotiate with Canada for 
a reasonable reduction in her salt duty. 

In this way salt will increasingly be distributed on both sides of 
the Canadian border, most economically, and in accordance with basic 
economic factors rather than artificially imposed restrictions. Deci- 
sion as to new and expanded plants will be made in accordance with 
the best interest of both countries. 

I do not mean to imply that we may not at some time be forced to 
ask for escape clause relief, nor do T condemn those whose circum- 
stances have called for that action. I do believe, however, that there 
are courses of action open to any many United States companies 
faced with foreign competition, which are in accord with our long- 
range bipartisan trade policy, courses of action which may not have 
been considered, because of preoccupation with belief in the theory 
of “the divine right of protection.” 

I therefore come before you on behalf of a continuation of our 
national policy of gradual and reciprocal reduction in trade restric- 
tions, through the medium of the teciprocal Trade Agreements Act. 
I urge that extension be made for as long a period as possible, so 
that industrial management in this country as well as abroad can 

make decisions and plan ahead, confident of that policy, rather than 
delaying decisions or hedging against a disruption in this program of 
expansion of world trade. 
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I would like to make a few additional general observations: 

1. Effect on standard of living: Increased trade results in an in- 
crease, not a decrease, in the American standard of living. If Ameri- 
can consumers can buy a foreign-produced commodity at a saving, 
that saving is directly reflected as increased standard of living; for 
example, the wool situation which was cited earlier this morning. 
Such jobs as are lost are in the long run made up by new jobs to take 
care of the demard of increased exports, resulting from the dollars 
earned abroad. It would indeed be tragic if, because of the current 
recession, our basically sound economic policy with regard to interna- 
tional trade was disrupted. In recent years competition has become 
tougher and our tariff levels are now at the point where further 
gradual reductions, coupled with a firm declaration of a continuing 
long-range policy, can result in a more rapid increase in imports. 

Corollary benefits will be a tempering to the constantly advancing 
consumer cost-of-living index, ead the ‘opportunity, at least, to cur- 
tail foreign aid to those trading countries now capable of providing 
their own defense. 

2. Effect of import competition: With regard to domestic in- 
dustry threatened by foreign competition, I support the reeommenda- 
tions made by the United States Council of the International Chamber 
of Commerce pertaining to the escape-clause amendment and the peril 
point amendment (as set out in the pamphlet, A Modern Trade Agree- 
ments Act, published in November 1957). Certainly, increased im- 
ports per se cannot be regarded as cause for relief. 

Beyond this, I would recommend that consideration be given to 
special readjustment assistance to persons and businesses so A njured, 
designed no to perpetuate uneconomic activity but to reorientate and 
retrain into new activity. Again referring to the wool growers, it 
would seem to me that possibly o erations in beef cattle might be a 
better solution than increased tariffs on wool. 

3. Effect on foreign standards of living: With regard to the effect 
of low foreign wage rates on imports competition, I am quite inter- 
ested in Congr essman Curtis’ suggestions for pegging such rates to 
the United States minimum wage standard. The establishment of 
comparative wage rate in the foreign country will, of course, have to 
take into account relative standards of living, relative gross national 
products, and so forth. It is not proper, I think, to compare di- 
rectly the wage rate in dollars and cents. It depends upon the stand- 
ard of living in the foreign country. 

It may be necessary “that this be set by administrative decision 
rather than by an inflexible formula based on the official rate of ex- 
change of the foreign country’s currency expressed in dollars. Cer- 
tainly we want the coming expansion of our imports to result in an 
increased standard of living in these other countries, rather than ex- 
ploitation of the workers to line the pockets of a few promoters. 

On the other hand, the spread of unionism around the world may 
make it unnecessary to burden the act with this additional administra- 
tive detail. It should be a matter of determining factually what 
actual conditions exist in the various countries, and then attempting to 
meet these conditions in whatever way seems practical and feasible. 

Certainly, in the past the wage argument has been overdone. A 
given wage scale in Japan expressed in American dollars per hour 
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may or may not be a sweat-shop wage. It should also be borne in 
mind that the vast majority of American industry is successfully com- 
peting through the world export market with goods produced at lower 
wage rates. The important consideration is total unit cost. Ameri- 
can production methods, in most cases, through efficient mass produc- 
tion, result in higher wage rates as well as lower unit costs. 

4, Reciprocity in lieu of escape: I would like to comment briefly 
on the actual tariff negotiating process. As pointed out, in the salt 
industry we find that United States tariffs have been reduced much 
more than the Canadian duties during this period of time. I do not 
know how many other industries have had this experience, but par- 
ticularly at this stage, I believe we should make sure that we do a 
good job of bargaining for concessions from other countries. 

I do not believe that the reciprocity requirement can be rigid. In 
fact, some modification is in order so as to give flexibility in negotia- 
tions. I do think, however, that some study should be given to im- 
proved procedures in the handling of requests to the Committee for 
Reciprocity Information. If a company or an industry foregoes 
escape clause action in the interest of the overall national policy, and 
instead asks for considerable assistance through reciprocity action, 
should not that company or industry be entitled to some sort of as- 
surance that the request was actually handled in negotiations? The 
problem is a complicated one, but I would like to see it given some 
study by this committee. 

5. The economic cold war: In conclusion, I would like to support 
the testimony of those who have cited the crucial importance of the re- 
ciprocal trade agreements program in our cold war with the Soviet 
Union. 

In the first place, there is the advantage to the free world of build- 
ing our future plant capacity most efficiently located in accordance 
with basic economic factors rather than as determined by artificial re- 
strictions. In this connection, it seems especially unwise to protect, 
on an interminable basis, those domestic producers of essential raw 
materials, which are showing signs of rapid depletion in the con- 
tinental United States. ‘ 

Secondly, we face the problems of many of our allies, such as Japan, 
Great Britain, and Greece, lacking in raw materials, food, or both, 
who must depend on foreign trade to live. Although the Soviet Union 
is not a trading nation, she can specialize in a particular effort, econ- 
omically, as she did scientifically in the launching of the sputniks. 
The fact that 40 percent of Egypt’s and 30 percent of Iceland’s ex- 
ports now go to the Soviet orbit should give us pause. If Communist 
China does not now have the goods with which to trade with Japan, 
she should find them through joint development programs and other- 
wise, if it means the disruption of our line of defense in the Pacific. 
This program has now truly become a bastion of the free world. To 
falter now at this crucial juncture, when we are on the verge of a ma- 
terial expansion in foreign trade, when far-reaching economic deci- 
sions have been made, based on a policy sponsored by both parties, 
when the Soviet Union is beginning to comprehend the possibilities 
of economic warfare, would indeed be a tragic failure of congressional 
leadership. 
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Thank you, Mr. Chairman, for this opportunity of appearing before 

ou. 

‘ The Cuarmman. Are there any questions of Mr. Hardy? 

Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Hardy, I think you have made a splendid 
statement here, and I want to commend you specially. 

Mr. Harpy. Thank you, sir. 

Mr. Exvernarrer. I would also like to call particular attention to 
a fact which I think has too often been neglected or forgotten. That 
is the statement you make on page 3 at the bottom of your prepared 
statement : 

Increased trade results in an increase, not a decrease, in the American stand- 
ard of living. If American consumers can buy a foreign-produced commodity 
at a saving, that saving is directly reflected as increased standard of living. 

I agree wholeheartedly with that statement you have made there. 
But I wanted to call special attention to that, because that is a fact 
that is not very often mentioned. 

Thank you, Mr. Chairman. 

Thank you, Mr. Hardy. 

The Cuatrman. Mr. Reed will inquire. 

Mr. Reep. Mr. Chairman, there is one other fact that is very often 
overlooked, that when they have destroyed a domestic industry, the 
price goes up and the consumer has no recourse. 

The Cuarmman. Mr. Simpson. 

Mr. Srupson. Mr. Hardy, with respect to Canada, the Canadian 
exports have been going up quite rapidly recently, have they not? 

Mr. Harpy. In salt, are you speaking of now, or generally ? 

Mr. Srmpson. In salt, yes. 

Mr. Harpy. Yes, sir. 

Mr. Srveson. Has that been affecting your business? 

Mr. Harpy. It has had an indirect effect. We have, by trying to be 
competitive, been able to keep our business on a steady keel. It has 
affected us competitively, it has affected our prices, it has affected 
some contracts, and so forth.. 

Mr. Stwpson. Would you suggest that if this act is extended, you 
are going to undertake to have the Canadian duty reduced? 

Mr. Hak. That is right. 

Mr. Srapson. So that you could increase your sales by shipping 
into Canada, I assume. 

Mr. Harpy. That is right. We are up near the Canadian border. 
There is quite a large section of Canada into which we always have 
the problem of getting freight rates established, but that we could 
serve beneficially. 

Mr. Srurson. Do you know where Canadian exports go, largely ? 

Mr. Harpy. They are practically all to the United States. 

You see, in 1954, that figure should read 1,196 tons. Then, starting 
in 1955, when the new mine began in Windsor, which was where the 
exports began to amount to anything, and I think practically all of 
that is to the United States. 

Mr. Srwpson. If a Canadian producer ships anything into the 
United States, I understand the effect on the rates to be 60 cents a ton. 


Mr. Harpy. That is right. 
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Mr. Srwpson. And with respect to when you ship by bulk into 
Canada, the Canadians you have to pay what—34 cents? 

Mr. Harpy. No; we have that wrong, Mr. Simpson. The duty into 
the United States from the Canadian shipments would be 34 cents a 
ton, and our duty into Canada on bulk salt would be 60 cents. It is 
the other way around. 

Mr. Srmpson. I believe if we pass this act you are going to try to 
bring them together more closely; that is, the rates. Is that right? 

Mr. Harpy. Yes. We would come before the Committee for Reci- 
procity Information. 

Mr. Srurson. You would ask them to get a reduction in the Cana- 
dian rate? 

Mr. Harpy. We asked them that in 1955, but we were not successful. 
We do not know from their correspondence what they would do now. 

Mr. Simpson. I noticed that you quite carefully and honestly left 
the loophole open in the escape clause. You may have to use that 
some day. 

Mr. Harpy. I do not discount that possibility ; no, sir. 

Mr. Stimpson. Do you believe the escape clause would give you the 
kind of relief that you would need? You would not do it unless you 
were pushed to the extremity; is that correct ? 

Mr. Harpy. We believe that the act is a basically sound economic 
act, and I think in the case of national defense or in the case of very 
special circumstances, it should be utilized. 

Mr. Simpson. If you do not get relief in the Canadian rate, I assume 
you will not be able to increase your sales. In view of the fact that 
you cannot ship into Canada freely as they can ship down into the 
United States, what will you do? 

Mr. Harpy. We can still ship into Canada, although at somewhat 
of a disadvantage, because if we can develop freight rates into this 
particular area, we will have an advantage over and above the duty. 

The duty back in 1922 and 1936 was almost prohibitive. Now it 
does not completely prevent trade one way or the other. As you 
notice, there are several companies in this country who are exporting 
to Canada and have been doing it right along. 

Mr. Stmpson. With that in mind, what justification would there be 
for you, then, to seek a lower rate in Canada? If you can live with 
it, under our reciprocal trade policy as it seems to be operated, that 
is all you are entitled to. 

Mr. Harpy. We would just like to be as competitive as our competi- 
tor who has gone up to Canada to produce, build a plant, and ship 
down here. We would like to have that consideration if it is within 
the national policy and within the provisions of the act. 

Mr. Simpson. You would like to have complete reciprocity in salt. 
even though you do not have it there? 

Mr. Harpy. I would say that the best situation, as far as between 
the United States and Canada is concerned, is to have no tariff at all 
on that particular commodity. 

Mr. Smrrpson. That is what I would call complete reciprocity. I 
would be in favor of that, too. 

The Cuarrman. Mr. Curtis. 
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Mr. Curtis. I simply wanted to commend Mr. Hardy for his very 
thoughtful statement and to say to the committee that he is one of our 
distinguished citizens. I am glad to have him take his time and effort 
to give us the benefit of his knowledge and thoughts. 

Mr. Harpy. Thank you, Mr. Curtis. 

The Cuarmman. Mr. Hardy, we thank you for coming to the com- 
mittee and giving us your views on the legislation. 

The Chair understands that Mr. Boschen will not appear today. 

Mr. Boschen ? 

Evidently, that is correct. 

That completes the call of the calendar for today. Without objec- 
tion, the committee adjourns until 10 a. m. tomorrow. 

(Thereupon, at 12:25 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, February 26, 1958.) 
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WEDNESDAY, FEBRUARY 26, 1958 


House or RepresENTATIVES, 
CoMMITTEE ON Ways AND Means, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

Our first witness this morning is Dr. Roy Blough. 

Dr. Blough, although we quite well recall your days in the Treas- 
ury, for the purposes of this record will you identify yourself by 
giving us your name, address, and the capacity in which you appear. 

Mr. Biover. Thank you, Mr. Chairman. 


STATEMENT OF ROY BLOUGH, NATIONAL COUNCIL OF CHURCHES 
OF CHRIST OF THE UNITED STATES, WASHINGTON, D. C. 


Mr. Biroveu. My name is Roy Blough, and I am of New York City. 
Through your courtesy, I am appearing here on behalf of the National 
Council of the Churches of Christ in the U.S. A. 

The Cuarrman. Will it be possible for you to complete your state- 
ment in the 15 minutes that were allotted you ? 

Mr. Bioven. Yes, indeed. 

The Cuarrman. You are recognized, sir. 

Mr. Bioven. Through your courtesy, I am pleased to testify here 
on behalf of the National Council of the Churches of Christ in the 
U. S. A. on the basis of its official policies and by authorization 
of its appropriate officers. I am a member of the General Commit- 
tee of the Department of the Church and Economic Life of the Na- 
tional Council of Churches, and I am appearing here through the 
cooperation of that department with the Department of International 
Affairs. 

The National Council of Churches has as it constituent bodies 34 
Protestant and Eastern Orthdox communions, which have a total 
membership of approximately 38 million persons. While, of course, 
I do not presume to speak for these 38 million individual church 
members, the views which I am presenting were adopted after care- 
ful study, discussion, and deliberation by the official representatives 
of the constituent communions. 


THE COMPETENCE OF THE NATIONAL COUNCIL OF CHURCHES TO SPEAK ON 
TRADE POLICY 


The National Council of Churches believes it has a responsibility 
to adopt and make known a position on international trade policy. 
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The achievement or failure to achieve the great Christian goals of 
dignity and worth of the individual, the brotherhood of man, and 
world peace is dependent not only on the behavior of each of us as 
individuals but also on group action, including governmental policy, 
which is therefore a matter of Christian concern. 

Governmental policy toward international trade has an important 
bearing on the relations of people and of nations. What happens 
to people and nations and the world community because of the econo- 
mic facts of life are matters of concern for religious faith and values. 
In such matters the churches have a particular interest and competence. 

In arriving at its position, the National Council of Churches has 
brought to bear a number of special elements of competence. First, 
the churches through their worldwide stationing of workers in mis- 
sion and service enterprises have access to first hand knowledge of the 
effects of international trade policy on people in many countries. 

Second, in the worldwide cooperative oaks among different church 
communions, notably through the World Council of Churches and its 
Commission of the Churches on International Affairs, Christian 

roups in more than 50 countries meet in periodic international con- 
erences, and carry on continuing contacts in which views are ex- 
changed with respect to the mutual impact of the foreign economic 
policies of nations. 

Third, the National Council of Churches has special departments 
devoted to economic life and international affairs. In these depart- 
ments outstanding Christian laymen who are qualified in various re- 
lated fields of specialization are regularly brought together to con- 
sider important current issues and to develop policy statements which 
represent both the general concerns of the churches and the best in- 
formed judgment of laymen who are particularly competent in the 
matters under consideration. 

Mr. Chairman, the way in which a policy statement of the type 
which I am going to read is developed is by a group of lay people 
and clergy who are particularly interested in international affairs 
getting together several times, talking over all the problems involved, 

rawing up a statement which seems to combine the Christian point 
of view with a sound economic and political policy, and then passing 
the statement on to be considered by at least two other groups: a 
larger group called the Division of Christian Life and Work and, 
finally, by either the General Board of the National Council of 
Churches or, as in the case of the statement which I am going to read, 
by the General Assembly of the National Council of Churches, which 
meets only once every 3 years, and which met last in December 1957. 

The churches through the National Council have consistently taken 
the position that ipaowentings the economic health of the world will help 
to create the conditions of peace, and that to promote economic health 
in the world, trade policies should be susained and dependable, should 
aid economic stability and progress in each nation, should be mutually 
advantageous through increasing international exchange of goods and 
services, and should lead to the elimination of excessive trade barriers. 


SOME STATEMENTS OF POLICY IN RECENT YEARS 


The following are statements on international trade and trade 
policy made by the National Council of Churches in recent years: 
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In 1951, the following statement was officially voted : 


Peace among nations and trade among nations are interrelated, for the first 
requires and the other aids economic stability and progress in each nation. As 
a country of unique economic strength, the United States should adopt on the 
national level, and support on the international level, policies which will be 
mutually advantageous through an increasing exchange of goods and services. 


oe National Council of Churches Views Its Task in Christian 
Life and Work, approved for publication May 1951.) 

In that same year, with regard to oe in particular at the time 
of urging ratification of the treaty, the National Council of Churches 
spoke as follows on the matter of trade for Japan: 

It is our hope that the provisions therein contained will promote the economic 
wellbeing of Japan. The limitations of the sovereignty of that country to the 
Japanese home islands, pose for its 83 million people an exceptionally difficult 
but not insuperable problem. * * * Since the Japanese people cannot subsist 
upon their own very limited agricultural resources, Japan must be helped to a 
position where she can support herself by trade abroad. If we would build 
constructively for peace in the Far East, Japan must be allowed access to raw 
materials and overseas markets. 

(The Treaty of Peace with J ae: ene 28, 1951. 

In 1952, previously adopted and maintained policies of the churches 
cooperating in the National Council of Churches were recorded in this 
way: 

The National Council has supported the United States program of economic 
aid and technical assistance to the underdeveloped areas of the world, and the 


principles embodied in the Reciprocal Trade Agreements which seek to promote 
economic health in the world community by eliminating excessive tariff barriers. 


(Christian Responsibility in the 1952 Election, — 24, 1952.) 
In 1953, the National Council of Churches declared : 
Even highly developed areas cannot become economically healthy unless the 


United States has a sustained trade and tariff policy which will permit them to 
sell more goods here. 


(The Price of American Power, Sept. 16, 1953, for publication Oct. 
25, 1953.) 

In 1957, while concentrating on issues of economic aid, the National 
Council of Churches also expressed its concern for constructive inter- 
national] trade programs : 


The National Council of Churches on the basis of Christian concern, and in 
keeping with actions of any of its constituent bodies, holds that the United 
States should continue to develop, improve, and expand programs of technical 
assistance, economic aid, and international trade such as will make for stability, 
justice, freedom, and peace for the peoples of the underdeveloped areas of the 
world and for all nations including our own. 


THE INCREASED IMPORTANCE OF TRADE POLICIES AND PROGRAMS IN THE 
NUCLEAR-SPACE AGE 


The most recent official policy statements of the National Council 
of Churches emphasize the increased importance of constructive trade 
policies and programs in the nuclear-space age. Taking recognition 
of the beginning of this new era in human history, the General Assem- 
bly of the National Council of Churches, meeting in St. Louis Decem- 
ber 5th, after a process of careful consideration by responsible units 
within the Council, adopted two significant statements which are per- 
tinent to the subject of these hearings. The vote on the first was 
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unanimous, and that on the second virtually unanimous among the 
total number of 520 registered, voting delegates. 

In the first statement on “Some Hopes and Concerns of the 
Churches in the Nuclear-Space Age,” the point is made that: 


The present crisis, with its dangers and opportunities, while partially military 
and scientific, is of a broader and deeper nature. It is also educational, polit- 
ical, psychological, economic, diplomatic, and cultural. Even more fundamen- 
tally, it is moral and spiritual. 


In terms of the urgent need for nonmilitary actions by our Gov- 
ernment in these days, and especially concerned with political and 
economic policies, this statement declares: 


We must take fuller account of the revolutions of rising expectations among 
newly developed areas for more freedom, dignity, independences, and a fuller 
share in the control and the benefits of modern industrialization. 

We must recognize that questions are now raised as to the adequacy of United 

States and other free nations and systems not only in science and know-how, 
but also in economic and political leadership. We believe our Nation must react 
not defensively but in constructive policies and programs to demonstrate the 
values of our society in economics, political procedures, and human values. We 
must avoid, however, attempting to impose our ways on other peoples, and we 
must encourage their developing of their own ideas and institutions for human 
good. 
We urge our Nation to take new diplomatic initiative in persuasive ways, 
making maximum use of the United Nations and its agencies, and working more 
sensitively and comprehensively through appropriate bilateral and regional 
means, Our coalitions must be strengthened in mutual efforts and sharing of 
concerns and knowledge, in reaffirmation of their relation to the United Nations 
and its purposes, and in increasing joint responsibilities for economic, political, 
and social well being of peoples. 

Our Nation, in partnership with others, we believe, should seize the present 
crisis as an opportunity to give increased moral and spiritual leadership to the 
world. In this we must avoid self-righteousness and moralism, but develop 
domestic and foreign policies and practices which will give more compelling 
witness to our fundamental concerns as a Nation for human rights and human 
values, for independence and interdependence, for freedom and responsibility, 
for justice and peace. 


Spelling out more fully the nature of foreign economic polic 
which Christian faith and values and the international facts of life 
demand at this moment of history, the General Assembly of the 
National Council of Churches adopted this official statement on 
“International Aid and Trade”: 


OUR CHRISTIAN CONCERN 


Oneness in Christ across the nations requires mutual aid and trade. 

As Christians we feel compelled to give our special support to the further 
development of foreign economic policies of the United States which will reflect 
our interest in man’s welfare in other countries as well as in our own. We 
believe that constructive policies of international aid and trade are essential 
to the creation of conditions of peace with justice and freedom. 

The natural wealth of the world and the capacity to transform raw materials 
into desirable goods are not evenly distributed among nations. Our own country 
is richly endowed and highly developed. Some countries may be able to produce 
many commodities efficiently but have serious shortages in other essentials. 
Still other lands have such a low level of production that most of their citizens 
live in poverty, disease and illiteracy. These nations are all in our world and 
their people are all in God’s concern. As Christians, we cannot help but be 
distressed by human misery and misfortune wherever it may be, and seek 


appropriate ways by private and public means to promote the welfare of our 
fellow men. 
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INTERNATIONAL TRADE 


Trade in goods and services as a cooperative effort benefits both buyer and 
seller. On the basis of the principle of mutuality, in our own interest and 
in that of our neighbors, our economic foreign policies should seek expansion 
of trade. We believe that encouragement should be given industry to expand 
its international trade by constructive governmental policies. As a means of 
lowering barriers to trade, we support the principle of reciprocal trade agree- 
ments. We hope this program will be extended for at least another 5 years 
without weakening amendments. We urge that in its provision and operation 
there be less emphasis on reinforcing trade barriers and more on expanding 
trade. Further, we endorse United States participation in the international 
machinery necessary for efficient and orderly administration of the reciprocal 
trade agreements system such as is planned for in the proposed organization for 
trade cooperation. While advocating the strengthening and extension of the 
reciprocal trade system, we are aware that some agreements may have certain 
locai adverse effects. We hold, therefore, that as our Government adopts 
measures to strengthen international trade it should also approve programs of 
special assistance to areas, industries, and people adversely affected, to aid 
them in adjusting to the new conditions brought about in efforts for the larger 
good in an interdependent world. 


TRADE BENEFITS US AND THE WORLD 


It is important not only that trade among nations be expanded, but also 
that it be stable. Any significant decline in United States business activity 
would have serious repercussions abroad as well as at home. There will be 
specific benefit to our national economy because of policies which will increase 
trade, but even more, we urge such policies because they can be of much greater 
benefit to other countries more dependent on trade. Most of all, we support such 
policies because they represent an important element in the construction of 
international cooperation which is so essential to building a world of more 
justice, brotherhood, and peace. 


ECONOMIC AND TECHNICAL AID 


We recognize that trade alone will not enable economically underdeveloped 
countries to realize their potentialities for economic growth and social progress, 
including freedom. Both private and public aid, in the form of technical co- 
operation and capital, is indispensable. Assistance in long-time capital loans 
on favorable terms and capital grants, on a more limited basis, will be needed 
over a long period of time to enable such areas to establish their own economies 
and their place in the world market. Greater use should be made of inter- 
national agencies, such as the United Nations and regional organizations. 
Technical and economic aid, while related to other parts of foreign policy, 
should not be primarily for political and military conditions, but for the purpose 
of helping people to meet economic and social needs and opportunities. 


IN SUMMARY 


This Assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace. 

Thank you very much, Mr. Chairman. 

The Cuatrman. Are there any questions of Dr. Blough ? 

Mr. Eberharter will inquire. 

Mr. Eseruarrer. Dr. Blough, I am very happy that you appear 
here this morning to present the views of the council which you rep- 
resent. Could you tell us whether there were any dissenting minority 
views on the subject, or whether the council was practically unanimous 
in reaching these points of view ? 

Mr. Broven. The situation, Mr. Eberharter, was that both in the 
Department of International Affairs, where the subject was threshed 
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over and worked out, and in the General Assembly which took the 
action, representing the National Council of Churches, there was only 
a very small minority which took a different view. It was virtually 
unanimous in both cases. 

Mr. Epernarter. That is what I wanted to make clear for the 
record. 

Thank you very much, Mr. Blough. 

The Cuarmman. Are there any further questions? 

If not, Dr. Blough, we want to thank you, sir, for coming to the 
committee and giving us the benefit of the views of the group you 
represent. 

Our next witness is Mr. James H. Casey, Jr. 

Please come forward, Mr. Casey, and give us your name, address, 
and the capacity in which you appear, for the record. 


STATEMENT OF JAMES H. CASEY, JR., EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF LEATHER GLOVE MANUFACTURERS, 
INC., AND TARIFF DIRECTOR, AMERICAN FABRIC GLOVE ASSO- 
CIATES, GLOVERSVILLE, N. Y. 


Mr. Casry. My name is James H. Casey, Jr. I represent the Na- 
tional Association of Leather Glove Manufacturers, an organization of 
169 members throughout the United States, with some in Canada, and 
the American Fabric Glove Associates, also with a membership 
throughout the United States. 

The Cuatrman. Mr. Casey, can you complete your statement within 
the 20 minutes we have allotted to you? 

Mr. Casey. Less than that, sir. 

The Cuarrmman. Thank you, sir. 

Mr. Casey. For over 20 years, I have appeared from time to time 
before this committee, and I am very appreciative of this opportunity 
to present briefly to you the position of the leather and fabric dress 
glove industry and our complete objection to the extension of the 
Trade Agreements Act. 

The record of the industry speaks for itself, and is outlined to you 
in our written brief that we have submitted. Let me point out to you 
a couple of the more important facts we have mentioned. 

The Cuarrman. Mr. Casey, is it your desire that your written brief 
be made a part of this record ? 

Mr. Casey. Yes, sir, if that may be done. 

The Cuairman. Very well, without objection, your written state- 
ment will be made a part of the record. 

(The statement is as follows:) 


STATEMENT BY JAMES H. CASEY, JR., ON BEHALF OF AMERICAN FABRIC GLOVE 
ASSOCIATES 


Gentlemen, the fabric glove industry in the United States is composed of 
manufacturers who make dress gloves from woven or knitted fabrics, primarily 
made from cotton, nylon, and rayon. It excludes those manufacturers who 
make fabric gloves knit directly from yarns. 

The center of the fabric glove industry is located in New York State, which 
accounts for 60 percent of domestic production, the remainder being in Wiscon- 
sin and other Midwestern States. 

The value of products shipped in 1957 amounted to more than $40 million, 
and the percentage of wages and salaries to the value of production shipped 
amounted to over $10 million. 
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In spite of the increased demand for gloves caused by our growing population 
and the fashion significance of handwear, the fabric glove industry has made 
no progress during the last 8 years, as evidenced by the following table: 


Production of fabric gloves 


Dozens 

BED. 2 ne rn ewe imon asin ight ehd Gia heles aatidlen a eeebihatce alae 3, 463, 000 
OI EG tok a hi a i we Sh li ys Sdrbdcc ebthim aisolorepg ile Slip Peano ee anna aND 2, 911, 000 
Ril Iii. ad cdsle taeeeons ben gedeenebentenes 3, 153, 000 
TRGB es bk i en eke en eet os et eee ees eee 2, 816, 000 
Riss fio 2 at ads alee cs deh eeaat Gale dean eaeiss cememne bebe ial 2, 974, 000 
INL its bb ges ics ss anh oo ay Wile aie died 31g ain din ch ie a eeeeenaeeaain 2, 485, 000 
MOBO Sh0) but adapted Lai cus ode aes aaa 2, 582, 000 
Ris is tah. Se ee eed) ih su ap Si dead ae () 


1 Not available at this writing. 


Current wholesale prices also show a sharp decline since 1951, while manu- 
facturing costs have shown a steady incline, thus causing the profit margin 
to be reduced to a dangerous level. 

Using 100 percent as a base, the following table shows the wholesale price 
index since 1951: 


WOO owes need akan Sa LL eid lees te eee 119.1 
TGR 6 nts bos cal hii asucnecdash een ges) tei mide mien 124. 5 
FOR bniive pinicacanir wncpee~tee Sanh smaphas chilies veastahin taille tetas sipaiash meiaiade eam Mad 123. 6 
I a nen tole co on tows oan en ns Sigetings ca sir scan ons on da to pncgign nigra enema aeeieeaeea alae 122. 5 
Ie cape a rca acs we ec ein te mo es ely na celles A Ae ge 111. 2 
BOON! 15 a ce a ilk sa Sa ei 111. 7 
SORT ijn circiap ib aidwepndanins tie nolinndieseniin epeltitledipa aan oat 111.1 


To emphasize the importance of the decline in wholesale prices, the following 
chart shows the low earnings of the industry, as we show the net profit of the 
industry to percent of sales: 


eth ecii epee aicyinapetinly ance shes byghiasgesenp lane diaih cane tutaigep nim iediiaciiaaehs aati 1.4 
repre a ar cacesirin sca ct--tdiges pote satbeie art theain. on gh et-naitint x sitarnh pass eaaladadiadiameeaoanan aman 1.0 
W906 nn ne SE ce 1.2 
M904 oo os ee eee eee 1.1 
UG iii. neigh apne etlp paises anaky nie panne eee 1.3 
Gy aries bie hrendoeacacirte ton iin nahin peri cieveicvg titania tameeiaanea aia 1.6 
TIT yng cacy, gn sacpttn Anse domerdiceipanicerckah tatnpir vest tein eminesanl aias ranged aielemeiata semana 1.3 


The extraordinary growth of foreign imports specifically points out why the 
domestic industry has not been able to expand, but rather has been forced 
to curtail its operations. 

It is also of interest to note that the declared foreign value, in an era of 
rising costs, has dropped considerably and has forced prices in the domestic 
industry down to a depressed level. 

These factors, coupled with the fact that Japan has been the major exporting 
country to the United States, have seriously damaged the entire fabric glove 
industry. It is a commonly acknowledged fact that Japan has one of the lowest 
wage rates in the world; and this statement is reiterated in the report on the 
“Fabric and Leather Glove Industries in Puerto Rico,” issued in November 1957, 
by the United States Department of Labor, and identified as WH 58-622. This 
report states that the wage rate in Japan’s glove industry is approximately 7 
cents an hour. No amount of efficiency, ingenuity, or extra productivity can 
overcome the competitive factor caused by such low earnings. 

To trace the development of imports in units of dozens, dollar value, and 
value per dozen pairs since 1950, we submit the following chart: 











Imports 
Year Dozens Total dollar Value per 
value dozen 
1950... 123, 652 26, 048 $3. 45 
1951... 113, 830 710, 751 6. 24 
1952... 215, 531 1, 496, 580 6. 94 
1953... ° 377, 128 2, 595, 046 6. 88 
1954. ee 465, 314 3, 497, 424 7.52 
1955... siee 723, 489 4, 876, 327 6.74 
1956... 890,003 | 6, 454, 782 7. 25 
1957... 1, 000, 000 6, 900, 000 6. 90 











580 RENEWAL OF TRADE AGREEMENTS ACT 


Figures and charts demonstrate conclusively : 

That tariffs in the fabric glove industry are dangerously low, and any further 
reduction would only cause the domestic industry to share a much larger portion 
of its market than it now does; 

That reductions of tariffs do not favor all nations, but only those with the 
lowest wage rates, whose workers never could earn sufficient income to purchase 
any of the products of United States manufacture; 

That pressure for increasing wages, research, and investment must suffer 
if we permit a further deterioration of the domestic market by increased imports ; 

That decreasing prices will continue to depress the earnings of the industry 
if low-cost producing countries continue to set price standards in the industry. 

It is our recommendation that the Trade Agreements Act be abolished and that 
the power to regulate foreign trade be returned to the Congress; and that at no 
time should we give to any department of our Government or agency thereof 
the right to reduce tariff rates until approval is granted by Congress. 

Mr. Case. Since 1947, the number of leather glove manufacturers 
has decreased 42 percent, the total number of employees has been re- 
duced from 9,000 to 4,000, and the dollar value of the industry is down 
from $45 million to $16 million. Imports, on the other hand, have 
increased from 49,000 dozen to 133,000 dozen in 1957. 

It is obvious, therefore, that our present tariff rates are no bar to 
imports, and any further concessions can only add more problems to 
an industry wanted and carefully guarded during times of national 
emergency, but quickly forgotten during times of. peace. Too often 
has it been asked to share more than its burden by those dedicated 
to free trade. 

You members of the committee and of Congress must realize we 
have no export market, because trade restrictions have been set up 
against us in every country of the world. On the other hand, we 
import raw skins for glove manufacturing from every country in the 
world in the manufacture of gloves. 

But tariffs are only a part of our problem. Five years ago we 
called to the attention of our Treasury Department that the Republic 
of France was granting a rebate to some exporting industries. ‘Gives 
were one of them. We asked the Treasury Department to invoke 
section 303 of the Tariff Act, as is required by law, and assess a coun- 
tervailing duty equal to the amount of the subsidy. 

During those years, volumes were written back and forth between 
our office and the Treasury Department, but all we knew was that the 
matter was being given serious consideration. The answer, strangely 
enough, came 2 months ago, telling us that the case had been closed 
because the French exchange system had been changed and, as an 
incident to these changes, the social taxes formerly rebated would no 
longer be granted. 

No apology or explanation was given as to why no action was taken 
over the period of 5 years. I point this case out to you gentlemen 
to show you how some departments of the Government act on the laws 
as written by this Congress and at the same time use them to harass 
a domestic industry. It should serve as a warning to the Congress 
to guard jealously its rights, and to be careful in giving congressional 
authority to the executive department of the Government. 

Permit me to give you one example of the problems we have with 
tariffs. 

The 1930 Tariff Act provided for a specific rate on horsehide and 
cowhide gloves, that have always been considered work gloves. Today, 
with all the improvements and technological advancements in leather, 
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these gloves have moved into the dress field and are freely imported at 
less than one-half the duty on dress gloves. These gloves are manu- 
factured in Japan and sent freely into this market. 

To give you an idea of how this one phase of the industry has de- 
veloped: In September 1955, Japan sent into the United States 1,000 
dozen; in September 1956, 6,000 dozen; and this past September, 
34,500 dozen. 

Japan is by no means our chief competitor, but rather, France, Italy, 
and West Germany. Our United States Department of Labor, in its 
recent publication, “The Fabric and Leather Glove Industry in Puerto 
Rico,” states that the wage rate in France is 59 cents per hour, 32 cents 
in Italy, and 38 cents in West Germany. 

When we consider that the leather glove industry is composed mostly 
of hand workers, where productivity is up to each individual, you can 
appreciate how severe the competition is and how hopelessly we find 
ourselves out of it. 

Today we find little room in our industry for importers, who do run 
a business and have all the expenses that such an operation demands. 
Rather, however, the field has been invaded by powerful retail groups 
which, by direct importing and strong buying power, can land mer- 
chandise on our shores cheaper than we can manufacture it. 

Looking at the fabric glove industry more specifically, Japan is the 
main country of importance. This is so because labor rates in Japan 
average 7 cents an hour. Today, almost all of our low-priced mer- 
chandise comes from Japan, and inroads are rapidly being made in 
better goods. 

The encouragement that this country gets under our reciprocal trade 
program enables it to take over our market at will. Needless to say, 
no other country can compete, with the possible exception of Hong 
Kong. To show the increase in fabric glove imports: In 1950, imports 
amounted to 123,000 dozen, and only 7 years later, they have gone to 
the staggering sum of 1 million dozen. This increase is in direct pro- 
portion to the loss of volume the domestic industry suffered during the 
last 7 years. 

Members of the Congress, after careful study, and backed by the 
experience of the leather and fabric glove industries, we want to make 
the following recommendations to you: 

1. Abolish once and for all the reciprocal trade program, because 
it favors the lowest cost producing country. The incentive to con- 
tinue low wages and maintain a stranglehold in the domestic market is 
encouraged by such a program. The workers in the low-wage coun- 
tries can never earn sufficient spendable income to buy any of the 
products of our American workers, and thus our program of reciproc- 
ity fails and fails badly. 

The abolition of this program and tariff rates adjusted to wages 
would encourage low-cost producing countries to raise wages and 
increase their own standards of living. It would also be consistent, 
were the Congress to assist and encourage other countries to raise 
wages and living standards, as it did our own under the wage and hour 
law and the Walsh-Healy Act. Surely, if such a program is good for 
us, it would be good for foreign countries. 

2. Take back your obligation and duty to negotiate trade agree- 
ments, and thereby eliminate industry’s being subjected to the 

24093—58—pt. 138 





| 


ee eens 





582 RENEWAL OF TRADE AGREEMENTS ACT 


theorists in the executive branch of the Government, who force us to 
go along with their thinking, thus subjecting us to change every time 
we get a new executive assistant in the White Theat. 

3. Separate the Department of Commerce into two distinct organi- 
zations. Put the Foreign Trade Division and the treatymaking men 
in one department, and create a new domestic division. The reason 
we suggest this so strongly to you is that domestic industry and the 
businessmen would thus ioe a place to go with their problems. The 
farmer has his, labor has its department, and, since Commerce has 
failed the businessman, let him have one of his own. 

4. Return to the Tariff Commission the dignity and respect it 
should have. What a saddened group this Commission must be, when 
its top men sit for days listening to the problems of industry, only to 
have one man override their mature judgment and well considered 
opinion. 

It seems almost preposterous for the President to be able to appoint 
such men to do this important work, and then be able to override 
them. It is spending $120,000 a year for men who cannot make 
decisions. 

We suggest that you increase the Commission to seven men and let 
their decisions be subject only to the approval of the Congress. 

5. Foreign bounties and subsidies on exports to the United States 
should not be subject to a 5-year investigation by the Treasury De- 
partment. Once proven, only a limited time should be granted the 
Treasury to take action and make a final decision. Fast action in 
regulating trade should be provided, so that unfair competition can 
be quickly adjusted. 

Gentlemen, I thank you for your time, and I appreciate your 
courtesy. 

The Caatmrman. Mr. Casey, we thank you, sir, for coming to the 
committee again and giving us the benefit of your views and those of 
the organizations that you represent. 

Are there any questions of Mr. Casey ¢ 

Mr. Reed. 

Mr. Reep. Mr. Casey, I was unavoidably detained, but I assume that 
you are representing the glove people. 

Mr. Casey. That is right. 

Mr. Reep. About how many people are employed in the glove in- 
dustry in the United States? 

Mr. Casry. We had 9,000. We are down to 4,000 now. 

Mr. Reep. Over what period of time has that decrease taken place ? 

Mr. Casey. During the last 7 years. 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions of Mr. Casey ? 

Mr. Holmes will inquire. 

Mr. Hotes. Mr. Casey, did I understand you to say—and please 
correct me if my question is trying to put words in your mouth— 
that you import skins from every country in the world? 

Mr. Casry. That is right, almost every country. 

Mr. Houtmes. That isan amazing fact. 

Mr. Casey. We do not have any domestic skins that are suitable for 
dress glove leather that are raised in this country. Everything we 
use today in dress gloves is imported. 
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Mr. Hormes. I am not criticizing, but just seeking information. 
But I did not know these skins were available from countries all over 
the world. I did not suppose they would have that type of com- 
modity at all. 

Mr. Casry. They do. 

Mr. Hotmes. What are some of the types of skins you import? 

Mr. Casey. They are mostly the skins of a hair-type sheep. We 
think of a sheep in this country as the wool-type sheep. The hair- 
type sheepskin which we import is a very fine, close-grained skin, 
which lends itself well to glove leather. 

We import pigskins from South America and Mexico. 

We import another type of sheepskin, from what is called the black- 
head sheep, which actually has a black head with a white body, that 
- raised in central Europe. We use this skin to make our mocha 
gloves. 

We import deerskin from South America and Europe, and goat- 
skins from about 24 different countries. 

Mr. Hotmes. You cannot use any domestic sheepskins ? 

Mr. Casey. We can use them, but the skins do not lend themselves 
to fine glovemaking. The skin is so protected by wool that it does not 
have a tough grain such as you need for good glove leather. The 
domestic skin has no body to it, whereas in a hair-type sheep the 
skin protects the animal, and this produces a skin with a nice, tight 
grain. 

The Cuarrman. Are there any further questions? 

If not, Mr. Casey, we thank you, sir, for coming to the committee. 

Our next witness is Mr. Jerome Jacobson. 

Mr. Jacobson, will you give us your name, address, and the capacity 
in which you appear. 


STATEMENT OF JEROME JACOBSON, PARTNER, INTERNATIONAL 
ECONOMIC CONSULTANTS OF WASHINGTON, D. C. 


Mr. Jacogson. My name is Jerome Jacobson. The address is 
1028 Connecticut Avenue. I am a partner in the firm of Interna- 
tional Economic Consultants of Washington. 

The Cuarrman. Mr. Jacobson, can you complete your statement 
in the 15 minutes we have allotted to you? 

Mr. Jacospson. Yes, I can, Mr. Chairman. 

While supporting extension of the Reciprocal Trade Agreements 
Act without crippling amendments, I have ducted in the limited time 
available to bypass the general arguments that favor such extension. 
Most other witnesses are bringing the many cogent general arguments 
that can be advanced in support of extension to the committee’s atten- 
tion. As representative of a distributor of foreign-made electrical 
equipment, imports of which have come under increasing attack by the 
domestic industry on grounds of national security, I should like to 
concentrate my remarks on this aspect of the legislation which has 
received too little attention. I refer to section 7, the so-called na- 
tional security clause. 

There can, of course, be no quarrel with the contention that electri- 
cal power equipment is an essential item. The question is rather, 
should this fact in itself justify restrictions on imports. While my 











584 RENEWAL OF TRADE AGREEMENTS ACT 


discussion of the national security clause will be in the terms of 

power and distribution transformers—items which have been sold in 

the United States by our client, Industrie Elettriche di Legnano, for 

almost 6 years—most of the points I shall raise will be generally ap- 

i to other categories of electrical power equipment such as tur- 
ines and generators. 

Let me make clear at the outset that all imports of power generating 
and distribution equipment are inconsequential, almost equally so for 
transformers. Indeed, they are such a tiny fraction—no more than 
one-tenth of 1 percent of domestic production—that the domestic in- 
dustry has not generally, in the past objected to the Reciprocal Trade 
Agreements Act. Indeed, it should and does favor it, because the 
program boosts the sale of American-made power equipment abroad. 
For the foreigners by and large sell nonessential goods here and turn 
around and buy priority goods such as power equipment. 

Although the industry sells abroad, it has maintained a steady 
drumfire against every effort to sell foreign equipment here. It claims 
that foreign labor threatens American wages and employment and 
uses still other classical arguments to point up a threat from im- 
ports. The committee is certainly aware of the answers to these ar- 
guments, so they do not need repeating. The best answer is, of course, 
in the market. The fact is that the foreigners cannot make any in- 
roads into the more than $2 billion of equipment purchases by private 
utilities. It is true that limited sales are made to public agencies, 
principally the Bureau of Reclamation, TVA, and the Defense De- 
partment; but all told, these imports have amounted to no more than 
$10 million annually in the years 1953-56. Domestic producers ex- 
port many times this amount. 

For example, in 1956, exports of this type of equipment exceeded 
imports by 9 or 10 times; and in earlier years, by a considerably 
higher ratio. 

The argument most employed for years by the industry in resisting 
imports has been that they threaten the defense base. Under buy- 
American regulations and other rules, the Government has capeanidiley 
weighed this argument and found it wanting. With the advent of 
section 7 in 1955, the industry placed even more stress on defense base 
considerations. However, ODM itself has formally decided restric- 
tions on imports of turbines are not necessary. Informally, genera- 
tors and transformers have been cleared, too. 

A spokesman for the domestic industry, Mr. A. F. Metz, testified 
before this committee yesterday and summed up quite cogently the 
industry’s objections to imports on security grounds.. I would like to 
tell this committee why I believe Mr. Metz has not made his case. 
But first let me outline the national security argument as Mr. Metz 
outlined it. 

Electric power is vital to national defense. Therefore only Ameri- 
can equipment should be bought because American equipment is 
better. Moreover, it is more quickly repaired because spares and 
labor are available on American soil whereas repair of foreign equip- 
ment may depend on factories thousands of miles away. Thus, sec- 
tion 7 should point more strongly to the need for restrictions on im- 
ports of power equipment. So the argument goes. 
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Perhaps this is a tongue-in-cheek argument. The industry is try- 
ing to sell nuclear reactors in Europe. It does not tell its Italian 
customers to buy in England, 2,000 miles away, rather than in the 
United States, 5,000 miles away, on grounds that the British could 
make speedier repairs. But there are more direct answers to these 
arguments which may be summed up this way: If there is all-out, 
instantaneous, nuclear, ICBM warfare, 30 to 50 percent of American 
industrial might may be ravaged within hours with 25 to 50 percent 
of the population killed or injured. (I refer to authoritative state- 
ments by our Government leaders.) In this circumstance it is idle 
to talk about speedier repairs of salvageable American-made power 
equipment. But war may not be total. It could be limited, as in 
another Korea, for instance. There is every reason to believe that in 
that case, foreign equipment could be delivered and repaired rapidly 
enough to avoid interruptions to vital power supplies. 

Permit me to develop these sweeping arguments in somewhat more 
detail. 

The possibilities of several different types of military activity face 
us. The first is a period of military buildup without war—today’s 
situation. During this period foreign firms would, without delay, 
make routine, normal repairs, employing facilities already established 
here. There will be cases, rather rare ones, of major equipment fail- 
ures, and in such cases repair time may be several months longer if 
the equipment must be shipped overseas to the manufacturer’s plant, 
than if it is to be returned to an American factory for repairs. Our 
power systems, however, can stand the added delay. 

In 1956, for example, Westinghouse was on strike. ‘The company’s 
production and deliveries were delayed up to 4 months. Though 
Westinghouse supplies 25 percent or more, perhaps one-half billion to 
three-quarter billion dollars of the power equipment purchased in this 
country, there is not a single recorded case, to my knowledge, of 
power failures due to this long shutdown. Now, then, can we be con- 
cerned about a few months’ delay in repairing that rare breakdown of 
an isolated piece of equipment costing a few hundred thousand 
dollars ? 

Furthermore, we must remember that breakdowns are inevitable, 
equally for foreign and American machines, and so power systems are 
designed to handle them. The systems have reserve facilities built in 
and, through interconnecting grid lines, are almost always able to 
shunt surplus power from one area to meet deficiencies in others. If 
we remember that major failures are rare, are geographically dis- 
persed, and that the power system is flexible enough to handle failures 
and delays, it is unrealistic to imagine that vital production would be 
threatened because the power system here and there has installed 
foreign-made equipment. 

We should also note that foreign equipment accounts for an ex- 
tremely small fraction of installed power capacity in the United 
States. While foreign equipment is somewhat more concentrated in 
the West, it is still only a tiny fraction of all such equipment. Con- 
tinuing study by Government officials has led them to the conclusion 
that the use of foreign equipment in power installation is prudent 
besides being economical. 
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The foregoing arguments are just as applicable to a second possi- 
bility : Limited et canaries aces = "athe telecine Sea 
lanes would remain open and foreign facilities would continue pro- 
ducing, supplying spares, effecting repairs, etc. To imagine other- 
wise, to imagine that the territories of our principal European allies 
were under attack, would mean not limited but unlimited war. Cer- 
tainly, if our sealanes were challenged, war would not long remain 
limited. So long as war is not all out, priorities will assure shipping 
space for whatever spares must come from abroad. Volkswagens, 
pottery, and cheese would yield to more essential goods. Korea ab- 
sorbed a lot of shipping, yet there are no recorded cases of essential 
equipment wanting for lack of shipping space. 

Then there is a third possibility: unlimited nuclear-missile war- 
fare. Russian ICBM’s will obviously not distinguish between 
American-made and foreign-made power equipment, and Schenec- 
tady or Pittsburgh may be hit before Coventry or Milan. Thus, the 
ability of American manufacturers to repair equipment becomes 
extremely problematical, leaving little to choose between foreign and 
domestic equipment on grounds of the speed with which repairs can 
be made. 

What can we learn from the power equipment issue regarding the 
adequacy of section 7 and the manner in which it has been interpreted 
and administered? Certainly, we may conclude that a need for im- 
port restrictions does not arise solely because certain products are 
considered essential. Transformers are a case in point. They are 
important to national security. Yet reasonable judgments about the 
nature of the defense buildup and of warfare itself lead to the con- 
clusion that occasional purchases of foreign-made equipment will 
not impair our power supplies. 

That is, I should note, the evident conclusion of Government 
agencies, including ODM, that have for the past 8 or 9 years approved 

urchases of foreign equipment, before, during, and after Korea and 
into the ICBM age. 

Because section 7 is no more than a declaration of principle, lack- 
ing precise standards and criteria, it permits sheer protectionism to 
wrap itself in the flag and appeal for import relief. Perhaps the oil 
industry, or the power industry, is right in turning to section 7. 
Their relation to national security is clear. Surely, the same cannot 
be said of dental burrs, fine mesh wire cloth, stencil silk, wooden 
boats, ete. However idle the requests of these industries for import 
protection under section 7, time-consuming administrative procedures 
must be set in motion. While the cases are under review, uncer- 
tainty plagues the industry. Abroad, criticism is hurled at these 
further and obvious signs of protectionism in the United States. 
Yet, industry cannot be expected voluntarily to forego any avenue 
of protection open to it, including section 7 appeals. If idle requests 
which distort the purposes of section 7 are to be limited, the Govern- 
ment should circumscribe the right of petition. It has not yet done 
this, and the task needs doing. Accordingly, I recommend to this 
committee that the following legislative record be developed to aid 
the administration of section 7 : 

First, the Director of the Office of Defense Mobilization should be 
called upon to develop and publish a series of standards and criteria 
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by which application for section 7 restrictions will be judged. The 
Director of ODM knows intimately the nuclear and missile founda- 
tions of our defense programs. Sasely he can develop criteria for 
section 7 consistent with our defense requirements and with our over- 
all world responsibilities. Such criteria would, inevitably, down- 
grade substantially the traditional mobilization base concept which 
dominated our thinking before and immediately after World War IT. 
Our military leaders no longer think in such terms. Section 7 
criteria should abandon them likewise, but explicitly, so that everyone 
will be on notice. 

Second, the ODM should be explicitly empowered to reject without 
hearing any request for section 7 protection which prima facie lacks 
evidence of meeting the national security criteria. Precious time of 
our military and industrial experts in Government should not have 
to be spent processing transparently baseless section 7 applications. 
The Tariff Commission can reject without hearings petitions that are 
baseless. ODM should follow the same practice. 

Third, regardless of whether or not an industry has applied for 
protection under section 7, ODM should determine whether import 
restrictions are necessary. Sitting astride the defense complex, ODM 
can appreciate better than can each individual industry which prod- 
ucts are vital to defense and can undertake appropriate studies to de- 
termine whether import relief is needed. OD should not, as it does 
today, await the initiative of an industry before undertaking such 
studies. 

In closing, I should like to add one point. 

There cannot be valid objection in principle to including national 
security provisions in foreign trade legislation. However, the Con- 
gress should reaffirm that the ultimate decision on security matters 
rests with the President. Only he can judge whether, in the light of 
all considerations, the national interest requires import controls, The 
Congress should resist, therefore, any amendments that would alter 
section 7 in such a manner as to limit the President’s discretionary au- 
thority. 

I thank this committee for the privilege of appearing before it. 

Mr. Esernarter. Thank you, Mr. Jacobson. I appreciate your ap- 
pearance before the committee, as do all the other members. I think 
you have given us a very persuasive argument. Your views coincide 
with mine, although some of the other members may not agree with 
you. 

Mr. Boggs will inquire, please. 

Mr. Boces. Mr. Chairman, I would like to ask a few questions of 
the witness. 

I had the impression yesterday that there was a very large amount 
of perchaste of this type of equipment abroad. How large is it, over- 
all? 

Mr. Jaconson. Mr. Boggs, as I said in my statement, in total, pur- 
chases of foreignmade equipment represent less than one-tenth of 1 
percent of domestic production. In the 4 years from 1953 to 1956, the 
total imports amounted to $40 million. In 1956 alone, they amounted 
to $9 million. In the same year, domestic production amounted to 
about $2 billion. 
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Mr. Bocas. How much as domestic production ?—$2 billion ? 

Mr. Jacogson. Yes, billion; $2 billion. 

Mr. Boees. And how much were the imports ? 

Mr. Jacozson. $9 million in the same period. 

Mr. Boses. That is million. 

Mr. Jacopson. Yes, million. 

Mr. Boges. And the total production was $2 billion. 

Mr. Jacozson. That is correct, sir. 

I would like to say that my figures on domestic production might 
be off as much as 5 percent one way or the other. Industry estimates 
vary. But the magnitudes we are talking about are billions on the one 
hand and small amounts of millions on the other. 

The discussion yesterday was concentrated solely on the Government 
purchases. In the aggregate, however, I repeat that total imports are 
virtually invisible in the aggregate picture. 

Mr. Boces. I received another impression, and that was, with what 
few purchases there were, the quality of the equipment from abroad 
was inferior and subject to constant breakdown. Does not the Gov- 
ernment have very strict requirements ? 

Mr. Jacosson. The experience of the firm we represent, an Italian 
firm, is exactly similar to that of all foreign manufacturers—for that 
matter, any domestic manufacturer. Before the Government will 
consider granting a contract to any firm, it examines that firm very, 
very closely: its physical facilities, its historical record, its financial 
capacity, the general reliability of the staff, and so on. It is a difficult 
thing to sell to the Government. They want to be sure that they are 
dealing with reliable vendors. It took us several years to be qualified. 

When the Government finally does decide to buy, it has decided that 
the firm isa reliable one. It is satisfied that its record in the past as- 
sures the Government of receiving products of high quality. 

In our own case, we have aeaten or have on order nearly 30 trans- 
formers, which does not amount to a great deal of money, considering 
the period of time we have been selling here. But we already have in 
our files letters from Government agencies, acknowledging the high 
qaulity of our products, saying that they are accumulating experience 
records which give them a great deal of satisfaction. 

Occasionally there are breakdowns of equipment, and it will be 
particularly true of firms that are newly supplying here. But there 
are breakdowns of American-made equipment also. As the foreigners 
gain more experience in this market, I am sure their failure records 
will be no greater than those of American companies, 

Mr. Boees. How much of the total American kilowatt supply is 
dependent upon these foreign dynamos, and so forth ? 

Mr. Jacopson. I cannot give you the exact figure, Mr. Boggs, but 
if I had to make a guess, I would say certainly less than one-half of 1 
percent. 

As I say, in any one year $2 billion of equipment is produced here, 
whereas the total imports are only $9 million. That is considerably 
less than one-half of 1 percent. 

Mr. Boaes. When you say $2 billion, are you referring particularly 
to this heavy equipment ? 

Mr. Jacogson. I am referring to that equipment coming from the 
electrical power generating and distributing equipment industry. I 
am not talking about refrigerators, electrical appliances, and so on. 
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Mr. Boges. When you bid against the domestic producers, you do 
not always win, do you? 

Mr. Jacogson. I should say we certainly do not. How can I de- 
scribe this to you? For a variety of reasons, domestic producers do 
not seem very often to want to compete on particular bids. They 
often come in with very high prices, clearly out of line with what they 
may bid on the next go-around, for identical equipment. Whether 
or not they go after a particular contract seems to depend in part on 
the volume of the contract, how large it is, how bad they want a 
particular piece of business, and so on, and how ait they are en- 
gaged in tight delivery schedules. Often the requirement for delivery 
is such that they feel they may not be able to meet it. 

But certainly, foreigners generally speaking do not always win. In 
the aggregate, the American firms continue to win substantially more 
than 50 percent, it is probably nearer to 60 or 70 percent, of the over- 
all volume of purchases by the Government. 

It is said in the industry and has been said in an objective study 
prepared by the Council on Foreign Relations that one reason why 
American companies do not really act in a competitive way always in 
bidding for Government contracts is that it is a competitive market, 
no doubt because of the existence of foreign firms, and if they lower 
their prices to go after that business, they are going to come under 
pressure from the private utilities to lower their prices equally. 

What they really resent is that the foreigners are making them com- 
pete and cut their prices slightly. They do not like this. 

Mr. Boces. And the total production figure, $2 billion, compares 
with the total amount of imports, as you gave them, of about $9 
million ? 

Mr. Jacozson. That is right. 

Mr. Boaes. What is the total amount of exports out of that 
$2 billion? 

Mr. Jaconson. The figures I have for the year 1956 show that Am- 
erican exports were about $92 million, and imports in the same period, 
as I said, were $9 million. The ratio, therefore, is about 10 to1. Ex- 
ports exceeded imports by about 10 to 1. 

Mr. Bosges. $92 million. 

Mr. Jaconson. Approximately that. I may be off by one or two 
million dollars one way or the other. 

Mr. Boaes. And the total imports were about $9 million. 

Mr. JAcosson. The total imports were about $9 million. Again, I 
may be off by one or two million dollars. 

Mr. Bosces. I presume that all these figures have been made avail- 
able to the Office of Defense Mobilization. Is that correct ? 

Mr. Jaconson. Yes. I have taken my figures from the official im- 
port and export statistics of the Government. 

Mr. Boees. And I presume that is why the Office of Defense Mo- 
bilization has consistently and uniformly held that there were no 
defense implications involved here. 

Mr. Jaconson. I would say that is certainly one of the many reasons 
why they have come to that conclusion. 

Mr. Boaes. That is all, Mr. Chairman. 

The Cuatrman, Are there any further questions of Mr. Jacobson ? 

Mr. Curtis will inquire, Mr. Jacobson. 
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Mr. Curtis. Mr. Jacobson, I would like to ask you about one of the 
statements you make in your presentation: 

The fact is that the foreigners cannot make any inroads into the more than 
$2 billion of equipment purchases by private utilities. 

Also, that there seem to be inroads within various Government 
agencies. 

Is it possible that the reason is that the private utilities use different 
criteria than the Government agencies in awarding the contracts? 

Mr. Jacopson. One of the great problems that the foreign firms 
have is that they cannot break into this market. They have tried 
numerous times, and they have received an absolutely closed door 
from the private companies. 

Mr. Curtis. That is why I suggest that it might be different cri- 
teria. I am just suggesting that; but maybe our private utilities use 
economic considerations as their criteria, and it is entirely possible 
that some of these Government agencies might be using a Buy For- 
eign policy to further the idea that it is advantageous to the United 
States to give dollars to these foreign countries, and one way they 
can do it is by giving them the market. Could it be that there is the 
difference ? 

Mr. Jacogson. I think the difference is this, Congressman. The 
private utilities are not forced in any case to buy on a competitive 
»asis. They do not even ask the American firms to bid competitively 
amongst themselves. Private Utility X may simply go to Westing- 
house and say, “We want to design a plant to do x, Y, or Z job,” and 
may not even go to Allis-Chalmers or the General Electric. There is 
a long historical record of close association between particular utili- 
ties and particular suppliers, each utility having its own favorites. 
They are not forced to purchase competitively. That being so, they 
certainly do not have to invite foreign bids, and very often they do 
not want to invite foreign bids. 

Mr. Curtis. I thought essentially the incentive to private enter- 
prise was to get the best possible ny Certainly, the success or 
failure of American business is predicated on that. 

Possibly what you are saying is that because of the nature of pri- 
vate utilities, being regulated and monopolistic in form, the only 
manner in which this competitive process enters into it is to the extent 
that the regulatory bodies that supervise the private utilities insist 
that they be efficient in their procurement practices. 

Mr. Fecotisihe: To the extent that the private utilities pay higher 
prices for domestic-made equipment—and it was acknowledged yester- 
day that such high prices would have to be paid 

Mr. Curtis. Mr. Jacobson, I think you will agree with me that 
quality is the important thing, not price. And if the figure that was 
quoted to us yesterday is accurate at all, that the foreign installations 
require 10 or 14 times the amount of maintenance and repair that 
domestic installations require, quality would certainly seem to be a 
very important factor. 

I do not know whether that figure is right or wrong. I would be 
interested in your comment on that figure. 

Mr. Jacozson. I would like to comment on it. 

I noted before that we have delivered or have on order approxi- 
mately 30 transformers. Not one of our transformers has broken 
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down in operation, not a single one. One of them was damaged ever 
so slightly in shipment as the core of a transformer shifted during 
movement on a freight car, just as any American transformer might 
have done. We promptly repaired it, and it was put back into serv- 
ice in about 4 weeks. But not a single one of our transformers has 
broken down in operation here. 

Before the Government even considered granting us an award, it 
went over to our plant, went to our customers, examined our operat- 
ing records and our outages or breakdown records, and determined 
that based on performance, our quality was certainly equal to the 
quality of the American-made equipment. 

So, when I speak of price, I am relating it to quality and saying you 
are getting a certain degree of quality for each dollar that you pay 
for the equipment. 

Mr. Curtis. I am not prejudging this case, Mr. Jacobson. But it 
seems to me that there are two possible explanations: One is the ex- 
planation that you give, that our private utilities are not buying 
efficiently in this area, and that is the reason you gave for breakin 
into the market there, and you can break into the Government, whic 
establishes a different set of criteria. 

But there is also the possibility, as some do argue, that some of our 
governmental agencies are using a “Buy Foreign’ policy, that they 
interject economic considerations into this when they make these 
awards, on the theory that it helps produce dollars abroad if there 
is a market for them. 

I am very interested in taking this case as a test case, to run it down 
to see just what are the facts in this matter. 

It is hard for me to believe, though, that the entire private utilities 
industry of this country, which consists of hundreds of companies, 
have such procurement practices that they do not allow price and 
quality to enter into their purchases. I just cannot believe that they 
use other than economic standards in awarding their contracts. But 
it may be the case. 

Mr. Jacosson. My word on this would be a little bit less objective 
than the word, say, of the Council of Foreign Relations. Dr. Percy 
Bidwell of the Council has written a book on tariff policy, in which 
he included a separate chapter on the power-equipment industry. He 
discussed this precise question of why it is that the Government buys 
abroad and the private utilities do not. He listed a range of consid- 
erations. One was the fact that there are historical and personal ties 
between the utilities on the one hand and the suppliers here, between 
the engineers in.a utility and the engineers in an American company. 
“Joe” of Consolidated Edison knows “Jim” of Westinghouse, and the 
two of them put their heads together and come up with the very, very 
best plant that Consolidated Edison is prepared to buy. “Joe” in 
Consolidated Edison does not know “Giuseppe” over in Milan. Engi- 
neers, properly, I think, sit down and discuss these things very inti- 
mately and closely with each other. 

You may say that these connections which lead to effective technical 
rapport should exist, perhaps, in the case of the Government. Well, 
the Government does maintain a staff over in Europe which is in 
constant touch with the various suppliers of electrical equipment. 











592 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Curtis. You mean the TVA, for instance, would have a float- 
ing staff abroad ? 

r. Jacospson. What actually happens is this: The Reclamation 
Bureau has an office that works out of Zurich, Switzerland, and when 
the Corps of Engineers or TVA decides to buy something abroad, if 
it is a single piece of equipment, it may ask the Bureau of Reclama- 
tion to go down to the factory and do the testing, and so on. If it 
is a more substantial purchase, TVA itself may do the necessary in- 
spections abroad. 

For example, it is only after 5 years of petitioning TVA that we 
have been added to their list of qualified bidders for large-size trans- 
formers. That was done only after TVA went over to Europe and 
made a survey of all equipment manufacturers. 

Mr. Curtis. I appreciate that. 

Mr. Chairman, although I would like to continue this, because I 
am personally interested in it, I think we are probably getting a little 
further than the committee wants to go. I want to conclude by one 
statement. 

I want to commend you, sir, for coming before this committee, and 
I hope it happens more often that the repesentative of a foreign con- 
cern comes before us and give us their points of view. I think we can 
well use it, and I appreciate the frank manner in which you have pre- 
sented it. Iam glad to get this information. 

Mr. Jacosson. Thank you very much, sir. 

The Cuarrman. Mr. Jacobson, we thank you, sir, for coming. 

Mr. Simpson will inquire. 

Mr. Suwpson. I am sorry I was late, Mr. Chairman. 

Mr. Jacobson, I note a comment in your report on page 4: 

Because section 7 is no more than a declaration of principle—— 
and soon. You suggest certain amendments. 

Mr. Jacopson. Yes, sir. 

Mr. Sruprson. Do you believe that section 7 should be quite specific 
in its declaration with respect to national defense in this area, to which 
I am going to confine myself, of what yesterday I described as the 
heavy pieces of equipment, meaning the really heavy-duty trans- 
formers, the water wheels, the heavy generators, and so on ¢ 

Mr. Jacozsson. My answer to that is that no, I do not think section 7 
should pinpoint any one industry. With all due respect to this com- 
mittee and the Congress, I think the problem is so complex it would 
be unfair to take your time in delving into it to the great degree and 
depth that is necessary. 

The Office of Defense Mobilization, Government agencies, private 
consultants, the public utilities industry, and so on, should all sit down 
and go over this problem as the Office of Defense Mobilization has pre- 
sumably done. After having done that, they should decide whether 
section 7 restrictions should appropriately be applied to this industry. 

My suggestion here about more precise criteria turned on Office of 
Defense Mobilization’s drawing up of a list of standards by which par- 
ticular applications could be judged. If they did that, I am sure that 
transparently idle requests for protection would be eliminated. __ 

As it is now, as I said here, I do not blame any industry for coming 
in and asking for protection, as sheer protectionism under the guise 
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of national security, because I do not see that they can really tell what 
section 7 means. 

Mr. Srwpson. Then do you want Congress to do that, or do you 
want the Office of Defense Mobilization to do it? 

Mr. Jacosson. I think essentially the clause should remain as it is, 
but I think this committee should write into the legislative record an 
injunction that the Office of Defense Mobilization should define much 
more precisely the standards by which section 7 should be interpreted. 

Mr. Stmpson. You want us to do this by law? 

Mr. Jaconson. By legislative record or law, however seems appro- 
priate in the light of the usual actions of this committee. 

Mr. Simpson. But I want to know, do you want Congress to limit 
the area where the national defense is involved for the purposes of 
the Office of Defense Mobilization, or do you want the Administrator 
of the Office of Defense Mobilization to specify the particular areas 
in which the national defense may be considered under section 7 ? 

Mr. Jaconson. I think the Director of the Office of Defense Mobili- 
zation should do it. 

Mr. Srmpson. In other words, you would let a man determine 
whether or not the large water wheels, the generators, the large trans- 
formers should be considered an area in which section 7, with its im- 
plications of national security, is involved ? 

Mr. Jaconson. My familiarity with the procedures of government 
suggest that it is not really a man that does it. Committees sit and 
study this matter for a great period of time, and experts are drawn in 
from all over, so that the ultimate decision which appears over the 
signature of a man really represents a concensus of views drawn from 
experts in government and industry. 

Mr. Simpson. I will change my question. 

You are willing that a number of men other than the Congress 
specify what areas are entitled to relief, if any, under section 7. Is 
that right? 

Mr. Jacosson. I think that is right. 

Mr. Simpson. I disagree with you in that area, because I think we 
have a case in point that bears out my argument, with respect to these 
heavy industries. 

Do you say in your argument, in effect, that the loss of this busi- 
ness to European manufacturers is not jeopardizing our national 
security / 

Mr. Jacosson. I think from a purely economic point of view that is 
absolutely so, and from the particular point of view of the national 
security, it is my belief that it does not. ’ 

But what I am saying here is that I am quite prepared for objec- 
tive experts within the Office of Defense Mobilization to make that 
decision. 

I can quite appreciate the National Electrical Manufacturers Asso- 
ciation appearing here and arguing that such imports do threaten the 
national security. I feel otherwise, and I believe it should be an 
impartial board that would resolve an issue of this type. 

It has resolved it hitherto in the case of turbines, generators, and 
transformers, by saying no, such imports do not represent peril to the 
national security. 
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Mr. Simpson. That is right, and the Congress is now in the process 
of reviewing whether those decisions were right and whether the 
trend, which is increasingly in favor of the foreign manufacturer, 
should be allowed to continue. 

Mr. Jacozson. The trend is a flyspeck, if I may say so. That was 
a point I made earlier in my statement. 

ia Smuupson. It is a flyspeck with respect to the installations in 
the United States, but it is not a ivupeek with respect to Govern- 
ment installations in the United States. And I point out that Gov- 
ernment installations in the United States are one of the prime 
sources of power in the very critical area of national defense. 

Mr. Jacozson. Yes. They are still terribly, terribly small, though, 
Mr. Simpson, even with respect to Government installations. 

Mr. Smrson. Let us be sure we are talking about the same thing. 
If we are talking about the already installed equipment, perhaps I 
will accept your statement. If it is with respect to the new installa- 
tions within the last several years, since 1953, then I respectfully dif- 
fer with you, because it is with respect to those new Government in- 
stallations in that period of time, the foreign installations far exceed 
the domestic. 

Mr. Jacogson. I cannot be absolutely certain of my figure, but I 
would like to check it. I would agree with you that it has become 
more important in recent years. 

Mr. Srwpson. It makes a big difference. 

Mr. Jacosson. But I wanted to finish off this point, drawing the 
further conclusion from it that even with respect to the most recent 
procurements, ODM has not approved these things automatically. 
Each one is judged on its merits; case by case, the ODM decides 
whether, either under Executive order or in a section 7 application, 
a particular import represents a peril to the United States. And the 
views of experts have been that so far, the rate of procurement does 
not in any way represent a peril. 

Mr. Smvpson. I understand that we are not experts, but we are in 
a position of responsibility, as members of Congress. 

Mr. Jacogson. I agree. 

Mr. Suvpson. We are reviewing what the experts have done. You 
may feel that experts can do no wrong. I do not agree with you. 

Mr. Jaconson. No, I do not mean that. 

Mr. Srapson. Consequently, I do differ with their conclusion, and I 
see in it a potential loss of the capacity to make this equi ment in the 
United States, a loss of the desire to make it. That is what leads me 
to quesiton the completeness of the potential of relief that is found 
under section 7. 

Let me get back to my other question. 

In the event of a serious breakdown in any one of these foreign 
pieces of equipment in the United States, in wartime, would it not 
require a lot more time to replace it than it would if it were American- 
made ? 

Mr. Jaconson. We have two problems. Firstly, we have to recog- 
nize that all equipment breaks down. American equipment may 
break down as readily as foreign-made equipment. The second thing 
is that it depends upon the nature of the breakdown. 
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There are numerous breakdowns which lend themselves to ready re- 
pair in the United States, based on blueprints and other facilities 
maintained here by American firms. When the core of our trans- 
former shifted, we did not send it back to Italy, but had it repaired in 
the United States. 

I agree that there are types of breakdowns which are so basic and 
fundamental that they would require recourse to a foreign facility, 
and if they did require such recourse, it would take somewhat longer, 
of course, than the 4 weeks, for example, that the repair I cited took us. 

Iam not disagreeing. It would take longer in certain isolated cases. 

Mr. Srupson. It would perchance be impossible to repair it from 
abroad. 

Mr. Jaconson. I can only exercise reasonable judgment as I tried to 
do by considering the various types of warfare that might confront us, 
and I suggest. that in anything short of all-out warfare the reasonable 
judgment—certainly the judgment reached by Government oflicials— 
is that repairs could be effected. I am suggesting that in the case of 
all-out warfare, meaning nuclear bombs dropping on the United 
States, I am not so perspicacious as to predict that Westinghouse will 
be able to repair a certain turbine that might have been bombed out of 
Chief Joseph. In the case of all-out warfare, I do not know that there 
is much to choose between American-made and foreign-made equip- 
ment installed in a particular facility. 

Mr. Stmpvson. With respect to the Chief Joseph Dam situation, did 
your company provide the equipment there ? 

Mr. Jaconson. No, nothing at all, sir. 

Mr. Simpson. I am troubled greatly with anyone who tries to per- 
suade me that we can replace foreign equipment which goes bad here, 
in the nature of repair, when no one contradicts the statement that it 
might take as much as 18 months to have new equipment made abroad 
and brought over to replace it. 

Mr. Jacopson. I am just not in a position to affirm or deny that. 

In the exhibits which Mr. Metz attached to his statement of yester- 
day, he listed the comments of five American manufacturers on the 
length of time it would take to repair a foreign piece of equipment in 
the event that that foreign equipment could not be on ae to the 
factory abroad. The American firms say categorically that it would 
cerainly take us more time to rebuild a foreign piece of equipment. 
But the amounts of time that they listed there did not in any case, I 
think, add up to 18 months. 

I have made the further point in my statement, Mr. Simpson, that 
perspective has to be given to this problem. We may be talking about 
one transformer going out of whack in a bank of transformers. Just 
because one transformer may be out of commission does not mean the 
entire bank goes out. The transformer bank has surplus capacity 
built into it, so that if a particular transformer is out for a period 
of time, it does not necessarily mean that anyone is starved for or 
denied electrical power. 

During the strike at Westinghouse, utilities were counting on trans- 
formers being delivered by Westinghouse. Those transformers were 
delayed in shipments for 4 months because Westinghouse was on strike 
for that length of time. 
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There is not a case that we know of in 1956 of any company being 
starved for electric power because they were denied transformers for 
4 months. 

Mr. Suurson. That isright. And there wasnowaron. There was 
no real emergency. 

Mr. Jacosson. But 1956 was a great year for the United States in 
terms of production. Public utilities were being pushed to record 
production of electric power, and yet there was that flexibility in the 
system that was able to absorb a massive withholding of new facilities 
for a period of 4 months. And Westinghouse produces about 25 per- 
cent of all the new equipment. 

Mr. Srourson. But I point out we are talking about American equip- 
ment there. You are talking about Westinghouse, or American-man- 
ufactured equipment. And their installations do have that margin of 
safety factor. 

Mr. Jacosson. Well, the margin of safety that the Government feels 
it needs is written into the specifications of a particular contract. If 
the Government feels that it needs 100,000 kilowatt-amperes and wants 
a reserve of 10,000, its specifications state 110,000 kilowatt-amperes, 
and that is what the firm has to supply. 

Mr. Srmpson. You think that it is perfectly safe, then, to permit 
ODM, by passing on the individual cases, to take care of the national 
security on the basis of the existing law ? 

Mr. Jacozson. I believe that ODM should have the final authority. 
My only criticism of ODM is that it has not been sufficiently forward 
looking in spelling out the standards and criteria by which to apply 
section 7. I believe it is a proper province of this committee to censure 
ODM for not having assumed its full responsibilities. I would recom- 
mend that ODM be taken to task for it and required to set up standards 
and criteria that would apply to this industry as well as to others. 

Mr. Srmpson. So that this industry could lay plans to import more 
machines and get a bigger share of the business / 

Mr. Jacozson. I think we are going after every possible piece of 
business that we can in the future, just as we have in the past. 

I think it may be that in any particular case ODM would rule 
against foreign equipment, as they did in the case of turbines that 
were produced by the James Leffel Co. In that case, James Leffel 
was considerably higher than the foreign bidder, and yet ODM decided 
in that particular case that Leffel should get the contract. It decided 
in that particular case that the national security was best served by 
making an award to a domestic firm. 

Mr. Suwpeson. Thank you very much, sir. 

Mr. Jacosson. Thank you, sir. 

The Cuarmman. Are there any further questions? 

If not, we thank you, Mr. Jacobson, for coming to the committee 
and giving us the benefit of your views. 

Our next witness is Mr. Joseph H. Detweiler. 

Mr. Detweiler, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear. 
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STATEMENT OF JOSEPH H. DETWEILER, VICE PRESIDENT AND 
GENERAL MANAGER, ARGUS CAMERAS DIVISION OF SYLVANIA 
ELECTRIC PRODUCTS, INC. 


Mr. Detweiter. My name is Joseph H. Detweiler. I am represent- 
ing the Argus Cameras Division of Sylvania Electric Products, of 
which I am vice president and general manager. 

The Cuarrman. Can you complete your statement in the 15-minutes 
we have allotted to you ? 

Mr. DerweILer. 7. sir, 1 can. I would appreciate it if I may 
have my statement placed in the record and speak from notes. 

The Cuatrman. Without objection, your entire statement will 
appear in the record. 

You are recognized, sir. 

Mr. Derwerver. Thank you, sir. 

Argus introduced the low-priced 35-mm, cameras to this country. 
We probably produced more 35-mm. cameras than any other company 
in the mart. We are, nevertheless, as a camera manufacturer, rela- 
tively small, with a total sales volume last year of about $20 million. 

We have always faced competition from abroad, primarily Germany 
in the early years, but in more recent years our competition has come 
particularly from Japan. 

There are hundreds, literally hundreds, of different brands of 35- 
mm. cameras with which we compete, over 100 from Japan alone. 

To tell you a little more about our business besides cameras, during 
World War II we were a facility of the Ordnance Department of 
the Army. We have a nucleus of highly skilled optical workers, which 
it takes 2 or 3 years to train. 

During the Korean war we devoted perhaps 50 percent of our 
facilities to military production. 

If our organization remains intact, we are ready to devote our facili- 
ties to military use at any time the Government calls on us. 

Two years ago our president, Mr. Robert Lewis, spoke to you and 
expressed concern about the volume of foreign imports and what they 
are doing to the camera business. I would like to bring you up to date 
on that and tell you what has happened in the past 2 years. 

These figures are my estimate laoal on the latest figures available 
concerning Japanese export to the United States of 35-mm. cameras 
without focal-plane shutters. 

My best estimate is that in the first 11 months of 1957 there were 
approximately 110,000 of such cameras imported into the United 
States compared with 60,000 in the same period the previous year. 
That is based on an estimate that approximately 50 percent of the 
Japanese exports come into the United States. During that period, 
therefore, Japan increased their shipments into this country by about 
double. 

During the same period Argus sales of similar units—35-mm. 
cameras—decreased from 184,000 to 165,000, this in a period when 
the industry was thriving and expanding. 

We have been able to maintain this position only because we have 
a well-established brand name, because we are well known for quality, 
and because we are in the United States where we can service our 
cameras and our customers know that we will do this. 

24093—58—pt. 189 
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However, we are losing our position, and I think the above figures 
illustrate that, and I have had it confirmed by many dealers whom I 
have talked to throughout the country. 

I would like to tell you the reason why we are losing that business 
position. First and foremost, of course, are the comparative labor 
rates. We are located near Detroit on the edge of the high-cost auto- 
motive market. Our labor rates average $2.55 an hour, and, with an 
additional 50 cents for fringe benefits, our total costs are about $3.50 an 
hour. We are competing with Japanese labor in the area of 25 cents 
to 30 cents an hour, or just about one-tenth of our labor cost. 

Even the excise tax discriminates against us to a degree. Most of 
the imported cameras are brought in by importers, and the first sale 
in this country is to a distributor who then, in turn, sells to a re- 
tailer. 

We have our own sales organization and sell directly to retailers. 
Therefore, we are selling at a higher level of distribution and the 
excise tax is applied on a higher base to us than it is to many of the 
imported cameras. We are, therefore, being placed at a tax disad- 
vantage as compared to some of the foreign manufacturers who have 
an adventage for our tax rules as well as benefits from their own tax 
rules which are encouraging their penetration of our market. 

It has been said that we should compete with the foreign manu- 
facturers by increased mechanization. We know that they are me- 
chanized almost as much as we are. We keep working at this. If we 
can stay a jump or two ahead of them, that is about the best we can 
hope for. 

The optical industry got its impetus in Japan during World War 
II. That is when the industry was built up. After the war, in order 
to find a market, they entered the amateur camera market in this 
country. The result is that they have, at least so far, been able to 
maintain their industry intact. 

This, of course, at the same time is damaging our military potential 
because we are losing the business. The duty islow. It is only 15 per- 
cent on cameras competitive with ours, and if the Trade Agreements 
a is extended under H. R. 10368, this could be down to 1114 percent 

ry 1963. 

The Japanese Government subsidizes the export of cameras into 
this couutry. This is done in various ways. Right after the war it 
was done on an emergency basis, and much of that probably can be 
justified. This is still going on, however, to varying degrees, and I 
cannot be too specific because I do not know too stich, about it. It is 
very difficult to get this information. 

do have a statement here from the Japan Camera Trade News, 
dated June of 1955, and I will read only one excerpt from it: 

The authorities concerned are presently engaged in a careful study of the 
applications for the 1955 subsidy for industrial and technological research. A 
large number of applications have been submitted by camera manufacturers, and 
it is expected that a considerable number of concerns would be granted the 
aforementioned subsidy. 

They then go on to talk about the specific things they are subsidiz- 
ing, or at least considering subsidizing, such as the mass production 
of new types of optical glass. 
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Recently subsidies have probably been less direct, but because they 
were indirect does not make them any the less important. For exam- 

le, in 1957 Japanese manufacturers for apes could deduct from their 
income subject to income tax 80 percent of their export earnings, or 3 
percent of their export sales, whichever is smaller. In addition, they 
receive favorable interest rates on loans for export. 

According to a State Department report which was prepared, dated 
November 8, 1957, Japanese prices are lower in some cases for export 
than they are in the home market. 

Whether by getting such figures we can prove a legal dumping case 
against certain manufacturers I am not prepared to state at this time. 
I would like to quote, however, a couple of items from Japanese 
magazines and newspapers. 

In the Photo Trade Magazine, in December 1957, which is a 
Japanese magazine, a Mr. Fujii, who is a director of a Japanese camera 
company, had just visited the United States, and he stated that he 
had seen here a focal-plane shutter camera which had come from Japan 
which was selling at retail for $54. In his words, this was undoubtedly 
ane. 

The Japanese photographic industry is having a tough financial 
time. There is no doubt about this. One reason is that they are sell- 
ing their cameras at little or no profit. To quote from the Teikoku 
Koshinsho Journal of July 16, 1957; only part of the article: 

* * * The cameras for export, once lauded as star dollar-earners, on the other 
hand are said to be shipped on a “bleeding basis,”’ with few exceptions. 

* * * While the domestic demand tapered, the recent exports in most cases are 
said to have been made on a sacrifice basis. Most manufacturers of export 
cameras could have barely balanced their accounts by whatever profit they made 
out of domestic trade. A MITI spokesman recently stated that a road had only 
been laid for the export of Japan-made cameras, that the exploitation of over- 
seas market through public relation activities was what the trade needed most, 
and that the time had not come as yet for a mass production and consequential 
big exports. To support this statement, the spokesman analyzed the business 
operations of four camera manufacturing firms. During the (semiannual) 
business period that ended last spring, A company realized a 26 percent profit 
on domestic sales, but only 16 percent on exports. B corporation made 13 per- 
cent in home market but lost more than 27 percent in external trade. C firm 
recorded only a 9 percent profit at home and 0.9 percent abroad, or about one- 
tenth of what it had earned during the preceding business period. D concern’s 
exports turned out to be a 21 percent loss. Most shippers have learned that they 
could not make money out of exports. It was even true with some firms that the 
more they exported the larger became their loss. 

The Bureau of the Census reported for 1956 that, as to all still 
cameras which were brought into this country from Japan under $10 
in value, there were 590,000 of such units, and their average value 
was 54 cents. For still cameras with a value of greater than $10 the 
average value during this same year was about $18. Yet, we know 
of at least two well-known Japanese brand-names which sell in 
rather substantial quantities here—how much I do not know—which 
retail for considerably more than $200 apiece. 

One wonders where this average value has come from, particularly 
when one realizes that it is probably the same value on which the 
duty is based. 

How can we compete with this business ? 

Our C-3 camera, which is our leading item, sold for $78.08 in 1949, 
and it is now selling at only $69.50. 
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We are probably one of the few manufacturers who have been able 
to reduce prices during the last 8 years. 

The only way we can continue to compete with the foreign com- 
petition is to import more ourselves, more products and more com- 
ponents. That is what we intend to do. 

We increased our imports from zero 7 years ago to about $1 million 
in 1956, and this year it will be about $1,800,000, including a sub- 
stantial portion from Japan. 

One of the larger movie-equipment manufacturers in this country 
has recently contracted with a Japanese company ot make movie 
cameras for the United States market, according to the Foto Trade 
Magazine of Japan. 

Production workers in our industry have decreased about 5 per- 
cent in the past 3 years, during a period when the photographic in- 
dustry has grown. We, speaking for Argus, hit a peak of about 
1,250 employees during the Korean war, and we are now down to 
about 850. Reciprocity, as far as we are concerned, is a myth. 

Our export sales have gone down in the last 8 years, and this is 
not because we have not tried. 

We have now joined Sylvania, which has a large worldwide trad- 
ing organization, and, whereas we did about $317,000 worth of busi- 
ness in 1948, we did only $89,000 last year. 

I might point out that the text is incorrect; it is dated there as 
1958. It is 1948. 

Mr. Lewis predicted to you 2 years ago that the camera business 
would move overseas. This is happening with increasing rapidity. 
We hope our Government will be concerned about it and do some- 
thing about it before it is too late. 

So far, this problem has been evident only in industries like ours 
where the relative labor content is high, but it is inevitably going 
to appear in other industries, because we must remember that material 
and overhead are only labor. They are just someone else’s labor 
rather than our own. So, in cases where the relative labor content 
is low, the problem would be just as severe, but it will take longer 
to show up. 

In our opinion, an extension of the Trade Agreements Act under 
H. R. 10368, making further tariff reductions possible, would be a 
damaging blow to the industry and particularly to Argus. We as 
a company will survive, but whether we can continue to provide jobs 
and retain our nucleus of skilled labor I cannot tell you. 

I know you will seriously consider our problem when it comes time 
to consider the extension of the act. 

Thank you. 

(Mr. Detweiler’s statement is as follows :) 


STATEMENT OF JOSEPH H. DETWEILER, VICE PRESIDENT AND GENERAL MANAGER 
or ARGUS CAMERAS 


Mr. Chairman and members of the committee, my name is Joseph H. Det- 
weiler. I am vice president and general manager of the Argus Cameras Divi- 
sion of Sylvania Electric Products, Inc. The Argus Division manufactures 
still cameras and projectors and, from time to time, precision optical military 
instruments. Our headquarters are in Ann Arbor, Mich. I greatly appreciate 
the opportunity to talk to you today about the possible extension of the Trade 
Agreements Act and how that extension may affect the photographic industry. 

Although our total photographic business is somewhat smaller than that of 


RENEWAL OF TRADE AGREEMENTS ACT 601 


several of our competitors, we have always had a strong position in the sale of 
35-millimeter cameras and projectors for the amateur photographer. Over 
the years we have probably produced and sold more 35-millimeter cameras 
than any other company in the world, and our total sales volume today is about 
$20 million per year. In the 35-millimeter camera business there are hundreds 
of names, some of them fairly well known, others not at all known to the general 
public. Every large photographic store carries dozens of brands of 35-millimeter 
cameras on its shelf all the time. 

While there are some other 35-millimeter cameras made in this country, 
our principal competition comes from abroad. We have had significant com- 
petition from Germany since the time we started in the camera business in 
1937. The impact of greatly incerased competition from Japan, however, has 
only recently been felt in our industry. 

During World War II we were a facility of the Ordnance Department of the 
Army and devoted all of our facilities and know-how to the manufacture of 
precision optical and electronic equipment. During the Korean war we also 
devoted most of our facilities to the manufacture of precision optics. This is a 
highly skilled and specialized field requiring people experienced in the grind- 
ing, polishing, and assembly of precision glass elements, machined to tolerances 
of five hundred-thousandths of an inch, and measurable only through the use 
of light waves. We are skilled in the development and use of electronic equip- 
ment which can measure shutter speeds to accuracies of one ten-thousandth of a 
second. As long as our organization remains intact, we stand ready to devote 
that organization to military uses whenever the Government calls upon us, as 
we have done in the past. 

Two years ago, our president, Mr. Robert E. Lewis, who is now also a 
senior vice president of Sylvania Electric Products, spoke to you, expressing 
eoncern about the increasing volume of foreign imports. I would like to show 
you (exhibit I) what has happened to our business, as compared with the 
volume of competitive imports, since that time. 

Industry sources in Japan estimated that Japan’s exports to the United 
States in 1957 would be 70 to 80 percent greater than 1956. If this is correct the 
United States market in 1957 absorbed about 50 percent of Japan’s total esti- 
mated exports in still cameras. Following are the latest figures available con- 
cerning Japanese exports of 35-millimeter cameras without focal plane shutters, 
as compared to our sales for the same period. 


Number of cameras 


Exported by Sold by 
Japan Argus 


January to November 1956- - - ----- ede dee phhb and dekiaace dt fonsiredbenantpee 121, 042 184, 000 
January to November 1957. - - - eapiashe deste aedrade-aun See aeEed 2 226, 934 165, 000 


Even some of the Japanese industry members have expressed concern about 
their dependence upon the United States market. We have been able to main- 
tain a position in the United States market because we have been in business 
here for 20 years, we have a well-established brand name, and because the 
public knows it can depend on us for quality and for standing in back of our 
products. The figures above show, however, that we are steadily losing that 
position. Conversations I have had with many photographic dealers throughout 
the country confirm it. 

1 would like to spend a few minutes telling you why Japan has been so 
successful in making great inroads into our market. 

Labor rates in Japan amount to 10 percent of labor rates in this country. 
At Argus for example, located adjacent to the high-wage automotive industry, 
our average wage is $2.55 an hour, and to that you can add 50 cents for fringe 
benefits, bringing it to a total cost to us of about $3.05. This compares with 
hourly wage rates in Japan of 25 to 30 cents an hour, much of this earned by 
child labor. 

Cameras are subject to an excise tax rate of 10 percent. Many Japanese 
products are brought here by an importer, and the first sale in this country is 
to a distributor. We have our own sales organization and our primary distribu- 
tion is direct to retailers. Since we sell at a higher level of distribution, we pay 
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more tax, because the 10 percent is applied on a higher base. Thus our Gov- 
ernment places us at a tax disadvantage as compared to foreign manufacturers, 
whereas their governments provide tax incentives to encourage penetration of 
our market. 

It has been said that we must compete with Japanese competition by in- 
creased mechanization of our industry. This sounds good, but it is not as easy 
as it sounds. The large quantity of cameras sold in Japan to its domestic 
market makes it possible for the Japanese industry to maintain production at a 
high rate, and thereby achieve operating efficiencies of the type which we can 
achieve in this country. Although I have not been in Japan, some of our people 
have, and they have reported to me that Japanese equipment for the production 
of photographic items is very similar to ours. There is evidence, as reported 
by the State Department, that the Japanese photographic manufacturers plan 
to add or replace, by 1960, at least 25 percent of the machine tools which they 
had at December 31, 1956. (It is interesting to note that more of these machine 
tools are coming from West Germany, Switzerland, or Sweden, than from the 
United States, and that camera manufacturers are increasingly purchasing such 
machine tool requirements from domestic Japanese sources.) The first page 
of the November 1957 Japan Camera Trade News was devoted to their plans 
for increasing the mechanization of their industry. If we stay on our toes, we 
can stay a year or 2 ahead of them, but not far enough ahead to offset the great 
discrepancy in wage rates. 

Impetus for growth of the camera industry in Japan was provided by the 
military, first during World War I and more recently during World War II. 
During World War II, major emphasis appeared to have been for the production 
of improved lenses, but large scale orders for optical goods such as binoculars, 
periscopes, telemeters, and aerial cameras, provided the Japanese camera in- 
dustry with the necessary experience to produce optical goods in large quantities. 
At the end of World War II the optical industry in Japan shifted to civilian 
output, and received a great deal of encouragement from the high demand for 
such products among our occupation forces in Japan. In encouraging the import 
of this equipment from Japan we are preserving Japan’s optical facilities and 
at the same time damaging the United States potential for the production of 
vitally important military equipment (exhibit I). 

The rate of duty on cameras competitive with ours is 15 percent. This is 
hardly enough to offset to any substantial degree the great differential in wage 
rates. Under H. R. 10368 it is possible that this rate could go down to 114 
percent by 1963. This would certainly make an already bad situation much 
worse. 

In the years just after World War II, Japanese industries received substantial 
amounts of direct and indirect government assistance to rehabilitate and mod- 
ernize their facilities. It is difficult to find specific figures on subsidies to 
camera companies, but exhibit III, quoting the June 1955 Japan Camera Trade 
News, implies that they are considerable. More recently, governmental assist- 
ance has been of a less direct type. This makes it no less important, however. 
For example, during 1957, manufacturers for export were permitted to deduct 
80 percent of the export earnings, or 3 percent of export sales, whichever is 
smaller, in calculating income subject to income tax. They have also received 
favorable interest rates on loans covering exports. The Japanese Government 
has allocated funds for support of the Japan Camera Information and Service 
Center in New York City. Thus, while many of the subsidies are indirect, they 
are nonetheless quite significant in their effect in encouraging the export of 
Japanese photographic products to the United States. 

Prices of cameras sold for export are reported to be slightly less in many 
instances than prices quoted to domestic wholesalers by individual camera man- 
ufacturers. Whether it will be possible, using such figures, to establish a dump- 
ing case against any of these Japanese manufacturers we have not yet been 
able to determine. We know, however, that their prices are low, and that the 
profit margins of many Japanese camera manufacturers are almost negligible 
(exhibit IV). That the Japanese are also concerned about this low price is 
evidenced by the following article from Photo Trade, Overseas Edition of Nippon 
Shashin Kogyo Tsushin of Japan, December 1957, quoting Mr. Fujii, director of 
a camera company in Japan: “Member makers of the association should unite 
together in normalizing the export price. Lower prices tend to lead makers to 
loss. To an answer, ‘Do you think Japanese cameras still sell if the price is 
normalized, considering the German cameras in the United States market? Mr. 
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Fujii said, ‘Most German cameras distributed over there are not through dis- 
tributors. So there will be no considerable harm to our business even if the 
Japanese cameras secure a certain level of export prices. And we are just close 
to a stage of gaining profit, aren’t we? If every member maker of the association 
cooperates in securing the normal price, our business will certainly come to 
pay.’” He also had observed a camera with a focal plane shutter selling for 
$54 in the United States, which he said was undoubtedly dumping. This is 
certainly evidence that their products are now being sold at a loss in the export 
markets. The above figures show, and we can illustrate by statements from 
many of our dealers, that this has resulted in considerable injury to the United 
States photographic market in general and to Argus Cameras in particular. 

As reported by the Bureau of the Census, imports from Japan of still cameras 
(other than box type under $10) in 1956 show a quantity of 590,000 units with 
an average value of only 54 cents each. In some individual months their aver- 
age value is as low as 28 cents each. For still cameras valued at more than 
$10 each, imports in 1956 from Japan showed an average value of about $18 
each—in spite of the fact that this includes substantial quantities of high-speed 
focal plane shutter cameras with a retail price of more than $200 each. One 
cannot help wondering how these values have been determined; they are pre- 
sumably the same values to which the duty rates have been applied. 

The big question in all of our minds is how can we compete with the Japanese 
manufacturers who have many advantages over us as outlined above. We 
obviously must compete with them in price. Our C—3, the leading 35-millimeter 
camera in the world, is now selling at a price of $69.50, including fiash and 
case. This compares with a price of $78.08 back in 1949. You would find that 
this is one of the few products in this industry which has a lower selling price 
now than it had 9 years ago. This year we are introducing a new C-3 which 
will have an integral exposure meter as a part of the package. This exposure 
meter is being purchased from Japan. 

There is only one way in which we can compete, and that is to import an 
increasing number of products, as well as components, from abroad. That is 
the route the watch companies were forced to take. We will make arrangements 
with manufacturers in Japan to make products for us, to our specifications, as 
we have in the case of the exposure meter. We also intend to import flash guns 
and other products from Japan this year. 

Here is a tabulation of the imports which we have brought into this country 
in the past 2 years. This is one important way in which we can compete (ex- 
hibit V). Our competitors apparently are finding they also must increase imports 
to compete. Several manufacturers are now importing cameras under their 
names from Japan, and one of the largest movie-equipment manufacturers has 
just signed an agreement with a Japanese manufacturer under which it intends 
to bring in substantial quantities of movie cameras from Japan. This is the 
only long-range solution to our problem, unless the import of Japanese equipment 
is discouraged by our Government. This is the course we intend to pursue—the 
course which we have to pursue if we want to survive. Carried to its logical 
conclusion, it can only result in unemployment throughout the photographic 
industry and a loss of vital war skills. In July 1954, there were 45,200 produc- 
tion workers employed in the photographic industry in the United States. This 
number has steadily decreased to 42,600 in December of 1957. I would estimate 
that the figure is considerably lower today. This shows a decrease of 5 percent 
during a 3-year period when the photographic business was growing rapidly. 

It is easy to say that we must have imports if we want to maintain exports. 
Unfortunately, this is a theory of little value in our business. We are not able to 
sell to foreign markets because of competitive reasons, and also because of import 
restrictions in many countries to which we would otherwise sell. We had an 
export volume of $317,000 in 1948, but rather than improve as a result of the 
increased imports into this country, we have seen that export volume steadily 
decreased to only $89,000 last year. This is in spite of the fact that we are 
now part of Sylvania Electric Products, Inc., with a large overseas selling organ- 
ization covering all the major markets of the world. Reciprocity, in our busi- 
ness, is a myth. 

Mr. Lewis, when he spoke to you 2 years ago, predicted that further movement 
of camera manufacturing to foreign factories is almost certain in the immediate 
future. We have seen this happen during the past 2 years, and it is happening 
more and more every day, to an alarming degree. 
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This kind of problem has, so far, been evident in certain industries only, where 
tariffs are low, mass production is limited, and the amount of direct labor is pro- 
portionately high. Because of the great disproportion in wages it will inevitably 
hit other industries. What seem to us to be material and overhead costs are 
really someone else’s direct labor—generally that of our suppliers. The effect 
on those with less direct labor in their products will ultimately be just as severe, 
but it will be longer before the problem shows up. 

In our opinion, extension of the Trade Agreements Act under the provisions of 
H. R. 10368, making it possible for a further reduction in tariffs on cameras, 
would be a damaging blow to the photographic industry in the United States. 
This is a serious matter to us and to our 850 employees. I know you will seri- 
ously consider our problem when it comes time to vote on the extension. 


ExuHrsit I 


Dollar volume of Japanese still camera exports to the United States 

















Dollar 

Total 35-mm only| value of 

Argus 
| 35-mm sales 
Sct es: elias cale ure ete deere aaa Neg ape eet $627, 000 N. A. | $10, 037, 000 
akan bh dao: tihchsinsdh betaics hoon ony AAD nai gid Gabinete hes selene otsivd i wigieeisibictwk .| 1,437,000 N. A. 9, 658, 000 
WN nek ic aoe 5a Bee thc a elh dae iY a ta aapeuse bao | 3,388,000 | $1, 780,000 8, 537, 000 
1957 (Jan.-June)............._- odd, | 12,331,000 | 1, 290, 000 2, 742, 000 











1 Annual rate 37 percent above 1956 and 6.5 times larger than 1954, unadjusted for seasonal fluctuation. 
Three times the comparable figure for Jan.-June 1956. 


Exugrsir II 
Excerpt from Japan Camera Trade News dated April-May 1954: 


“ON JAPANESE OPTICAL INSTRUMENTS 


“It was only during the past few years following the termination of the war 
that Japan’s optical instruments industry made any conspicuous development. 
Until then, Japan had relied almost entirely on imported cameras, binoculars, 
microscopes, and other optical instruments to fill her demands for these items. 
After the war, however, increasing quantities of these optical instruments have 
been shipped out to all countries of the world, particularly to the United States, 
and have won wide acclaim owing to their superior quality and performance.” 


Exuierr III 


Excerpt from Japan Camera Trade News dated June 1955: 
“MEASURES FOR TECHNICAL IMPROVEMENT OF CAMERAS 


(By Iwazo Ichinose, Industrial Machinery Section, Heavy Industry Board, 
MITI) 


“Owing to the fact that high precision, durability, and attractive appearance 
are absolutely essential to cameras, the manufacturers are required to concen- 
trate their efforts constantly on such matters as the betterment of design. 
At the same time, they must consistently strive to bring about even better 
machine processing, and finishing, and to improve the capabilities of the mecha- 
nism. Particularly in regard to cameras slated for export, they are required 
to take into consideration the national traits of the countries to which the cam- 
eras are to be exported, and to lay out measures necessary for preserving the 
high reputation enjoyed by their products. In order to attain this end, the 
authorities concerned must encourage trial manufacture and researches aimed 
at improving the existing products, and at realizing the production of new 
products. 

“The authorities concerned are presently engaged in a careful study of the 
applications for the 1955 subsidy for industrial and technological research. A 
large number of applications have been submitted by camera manufacturers, and 
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it is expected that a considerable number of concerns would be granted the 
aforementioned subsidy. 

“The trial manufacture of camera requires expenditures amounting to scores 
of times those necessary for normal production. Consequently, it is considered 
to be of paramount importance to encourage the trial] manufacture of new 
camera and mechanism, and devising of new designs by finding some means to 
surmount the greatest obstacle * * * the huge expenses involved. In addi- 
tion to this, the manufacturers concerned must undertake consistent study of the 
mechanism and design of foreign-made cameras, and make effort to keep up with 
the international pace. In regard to various materials necessary for the pro- 
duction of cameras, it is deemed necessary to offer assistance in realizing the im- 
provement of die-cast body, and shutter, and in bringing about the mass-produc- 
tion of new types of optical glass.” 


Exuieit IV 
{Translation from the Teikoku Koshinsho Journal dated July 16, 1957] 


CAMERA NO MORE A STAR INDUSTRY 


A sluggish market has begun to show for cameras, domestic demand for which 
kept on increasing for several years. Their equipment having been improved 
and enlarged, the camera manufacturers made strenuous efforts to stir up 
potential demand for their increased production by offering various new models, 
and then higher powered cameras. The tighter money situation and rainy season 
are combinedly discouraging sales, however. The cameras for export, once 
lauded as star dollar-earners, on the other hand are said to be shipped on a 
“bleeding basis,” with few exceptions. The severest hit by the recent depression 
are wholesalers, some of whom have had their notes dishonored and are reported 
to be on the verge of bankruptcy. Even the two topranking film making firms, 
who had appeared to be enjoying depression-proof boom, had to cut their cash 
dividends at the close of business term last spring. So-called camera boom 
appears now to have arrived at a turning corner. 

Camera season ordinarily commences from late March to April, but sales this 
year failed to pick up then. The month of May instead brought about tightened 
money condition. Pressure began to be felt by more manufacturing companies, 
who had been trying hard, since early this year, to arouse general demand by 
introducing new models and higher powered cameras. June set in with no sign 
of improvement in retailers’ turnover. The rainy season then started made the 
situation literally gloomier. Most of smaller retailers could have tided over 
the difficulties by cutting down their living cost or checking fresh purchases from 
wholesalers. However, it was not so easy with short funded wholesalers or 
major retailers, who had to worry about decreased sales, poorer collections, and 
reduced margin. Early July saw some of their promissory notes dishonored. 
“Bargain sales” of cameras and dumping of print paper only prompted the 
situation to go worse. 

Camera makers had been enjoying comparatively easier financing. With im- 
proved equipment, they harvested a certain success in their sales of new and 
higher powered models during last year and through the early part of this year 
and, with a few exceptions, balanced their accounts last spring. The few 
“exceptions” included Tokyo Kogaku, who had to reflect its losses in the balance 
sheet; T * * * Koki, whose poor financial condition became a topic in the 
trade; and Y * * * Kogaku, which is rumored as being sold up to its creditor. 
These are the few examples of how the pressure of increasing inventory and 
extreme price-cut have affected manufacturers. 

Situation since the beginning of the current (semiannual) business terms has 
not improved as was hoped. Managements experienced busiest time in many 
years trying to borrow more money or to dispose of the old stocks at “special 
sales.” It is reported that manufacturers made more shipments in June than 
in May. 

While the domestic demand tapered, the recent exports in most cases are said 
to have been made on a sacrifice basis. Most manufacturers of export cameras 
could have barely balanced their accounts by whatever profit they made out of 
domestic trade. A MITI spokesman recently stated that a road had only been 
laid for the export of Japan made cameras, that the exploitation of overseas 
market through public relation activities was what the trade needed most, and 
that the time had not come as yet for a mass production and consequential big 
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exports. To support this statement, the spokesman analyzed the business 
operations of four camera-manufacturing firms. During the (semiannual) busi- 
ness period that ended last spring, A Company realized a 26 percent profit on 
domestic sales, but only 16 percent on exports. B Corporation made 13 percent 
in home market but lost more than 27 percent in external trade. C Firm recorded 
only a 9 percent profit at home and 0.9 percent abroad, or about one-tenth of 
what it had earned during the preceding business period. D Concern’s exports 
turned out to be a 21 percent loss. Most shippers have learned that they could 
not make money out of exports. It was even true with some firms that the more 
they exported the larger became their loss. 


ExHIsIT V 


Dollar value of 35-mm. camera parts and accessories manufactured abroad and 
purchased by Argus 


i I to eh loanent ckegenecoiieirsnei ns inalshh er eaenlcone nor wedhenetgnte $1, 049, 000 
I ata lesen intenine’ 1, 298, 000 
1958 : 
NE oi ccrrrcieractntchnwpiaberdina qinatinnie iw wiahtyimetndl 1, 528, 000 
Nc I ai an fait iach CT en pullin a Lyatansinenbentnevimiiebeeieehs 286, 000 


The CuHarrman. Mr. Detweiler, from your statement I gather that 
you feel completely convinced in your own mind that the export of 
cameras from Japan to the United States is being subsidized. 

Mr. Derwemer. Yes, sir. 

The Cuatrman. Have you considered the possibility of endeavor- 
ing to make a case for countervailing duties? 

fr. Derweiter. As I understand it, countervailing duties are im- 
posed only when the subsidies are direct. Apparently, indirect sub- 
sidies do not permit countervailing duties. 

The CuHareman. I must admit it is a rather vague matter as to 
whether the subsidy is direct or indirect. 

Mr. Derweier. I certainly feel that way, and the subsidy for ex- 
port manufacturers is 80 percent of the export profit, or 3 percent of 
the export sales, which can be deducted from income before income 
tax. 

The Cuatrman. I do think, on the basis of what you said, you 
should make inquiries of the Treasury Department as to whether or 
not the Department now holds that the subsidy must be direct rather 
than indirect in order for you to make a case. 

Mr. Derwetter. Thank you, sir. I will do that. 

The Cuarrman. You make statements that would lead to the con- 
clusion that there is also dumping in connection with the export of 
cameras from Japan. 

Mr. Derweiter. That is my belief. 

The Cuarrman. Have you proceeded to try to obtain any relief 
through the antidumping law itself? 

Mr. Derweier. As I said in my statement, we have not yet been 
able to determine whether we can establish a legal dumping case. 
This, as you know, is very difficult to do. You have to get specific 
examples of specific manufacturers who are selling at specific prices, 
and this is a very difficult thing to do. It is hard to find out, for ex- 
ample, what one of our competitors is selling his camera at to a dealer 
in Japan. 

The Cuatrman. It is my understanding that the Treasury itself 
has the responsibility of making those findings, Mr. Detweiler, in 
the case of antidumping. 
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Mr. Detwetter. Yes, sir, that is correct. 

The Cuarrman. Perhaps they could make such a cota whereas 
a private producer in the United States could not, and it is my 
thought that that is the reason why the Treasury has the responsi- 
bility of conducting the studies and endeavoring to learn the facts. 

Mr. Derwetter. The history of success in antidumping cases is not 
very great and we are not certain that we are willing to spend the 
money that it would require unless we were reasonably certain of 
success. This is a decision we will have to make and it is something 
we are looking into at the moment. 

The Carman. The customs authorities have to make all these 
inquiries. 

t was my impression that there was not a great amount of money 
to be involved on the part of the domestic producer in tracing out the 
facts and establishing what the facts are. That is supposed to be done 
by the customs authority at Government expense. 

I would not just assume in this situation because, if your facts are 
correct, I think they are worthy of investigation and you could quote 
the statements that are made by Japanese citizens as a part of the 
facts that you bring to the committee. 

Mr. Derweter. I am told that we need more specific information 
as to which these companies are and what prices they are selling at. 

The CHamman. Pardon me for interrupting. However, is not 
that a part of the responsibility of the Customs officials themselves 
to determine ? 

Do you have to say that Company A is doing this before the Cus- 
toms officials will make the study? Is that your thought? 

Mr. Derweiter. That is what our attorney has told me, yes, sir. 
That is the best legal advice I have had. I could be wrong. 

The Cuarrman. I would not argue with your attorney, but I think 
it is a matter that is worthy of being pursued. 

Mr. Derwemer. Thank you, sir. I appreciate your advice. 

The Cuatrman. Mr. Reed. 

Mr. Reep. I am very much interested in your case. I wonder if you 
have made a very careful investigation as to the disparity between the 
wages paid in the industry in Japan and the industry here. 

Mr. Derwetter. In the State Department report which I referred 
to—this was made in November, I believe—there are some figures on 
that. This does not state how many hours these people work per 
month. I would guess it might be 200. However, in April of 1956 
female workers, lens grinders, in the Japanese photographic industry 
earned $28.30 per month. Male workers earned $48.40. Based on 
200 hours, that would be 24 cents an hour for the male workers and 
14 cents an hour for the female workers. 

Mr. Reev. What wages do you pay? 

Mr. Derwrtter. Our average wage is $2.55, and we have about 50 
cents in fringe benefits, bringing it up to $3.05. 

Mr. Reep. Thank you very much. 

Mr. Bocas. Mr. Chairman ? 

The Cuatrman. Mr. Boggs will inquire. 

a Boaes. Your company is a division of the Sylvania company, 
is it? 

Mr. Derwetter. Yes, sir, that is correct. 
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Mr. Boces. How much export business does Sylvania have? 

Mr. Derweter. I can only guess as we have only been in the divi- 
sion a year, but I think probably about $20 million. 

Mr. Bocas. $20 million ? 

Mr. Detwetter. $20 million. 

Mr. Boees. Are you talking now about cameras or the whole Syl- 
vania company ? 

Mr. Detweter. Oh, no, sir. 

As to cameras, as I stated in my statement, last year we sold about 
$87,000 worth abroad. 

Mr. Boces. However, the total export business of Sylvania is $20 
million ? 

Mr. Detwemer. That is a very rough estimate, sir. 

Mr. Boees. What is the total business of Sylvania? 

Mr. Detwetter. About $350 million. 

Mr. Boces. That is what percentage? 

Mr. Derwetter. It is about 7 or 8 percent, I believe. 

Mr. Boees. What is the percentage of the business that the camera 
industry represents, your division 

Mr. Derweier. This is very difficult for us to tell because there are 
no industry figures available. 

In 35 mm. cameras alone I have no doubt but what we are the 
largest manufacturers, but when you put in all kinds of cameras, cer- 
tainly in dollars we are not. Maybe we represent 10 percent of the 
industry. 

Mr. Boces. How much of Sylvania do you represent? 

Mr. Derwemer. Of Sylvania ? 

Our sales are about $20 million against $350 million. 

Mr. Boces. Your sales amount to approximately the same as the 
export business of Sylvania ? 

Mr. DerweueEr. That is correct, sir. 

Mr. Boces. You import cameras; do you not? 

Mr. Derwemer. We do not import any cameras at the moment. We 
are importing some products—exposure meters, lenses; and we will 
be importing cameras in the near future. We have some coming in 
next month. 

Mr. Boees. In connection with your statement, in Exhibit V you 
show the volume of parts and accessories imported from Germany 
and Japan in 1956, 1957, and 1958, Are those produced in subsidiary 
corporations of Sylvania? 

Mr. Detweiter. No, sir. These are purchased from German manu- 
facturers. 

Mr. Boges. Do you have any holdings abroad ? 

: Mr. Derwerier. Sylvania has. We in the camera business do not 
ave. 

Mr. Boees. Last year in testimony before the subcommittee, Mr. 
Percy, I think it was, with, I believe, Bell & Howell, testified about 
some process which they had developed in the grinding of certain 
lenses, which he said made their competitive position more favorable. 
I have no. knowledge at all about this business, but is that correct? 

Mr, Derwemer. Well, sir, as I stated, there is a large movie manu- 
facturer now who is going to purchase equipment from Japan, accord- 
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to one of the Japanese trade magazines. This happens to be Bell 
Fiowell. 

I suspect that he is finding it just as difficult to keep his costs down 
in relation to the Japanese as we are. I cannot speak for him. I 
have not been through their plant. I have not seen their optical 
processes, but I would be very much surprised if they are ahead of us. 

Mr. Boggs. Is the only import competition that you complain about 
from Japan? 

Mr. Derwerter. That is the most serious. We had competition 
from Germany when we started in business. In fact, the Leica camera 
was the camera which gave us the original idea of having a low- 
priced one. We have always competed with Germany. It has always 
eee difficult, The severity has become greatly pronounced in the 
past 2 or 3 years when the Japanese camera industry has really 
flooded our market. 

Mr. Boaas. Did I understand you when you said you may start 
production abroad ¢ 

Mr. Derwerter. We are buying increasing numbers of components 
and finished products from abroad, and we plan to buy certain 
products, including an exposure meter, from Japan this year. 

Mr. Bocas. If we made it more difficult for you to make these pur- 
chases abroad, would this not make your competitive position with 
Japan even more acute? 

Mr. DerweiLer. No, sir, not if that were applied equally to our 
competition. We would much prefer that situation. 

Mr. Boees. How much would this increase the costs of these items 
to the consumer ? 

Mr, Derwerer. Well, this is a very difficult thing to estimate. 

The parts which we are buying so far, particularly exposure meters, 
we have never made. I know that we can buy them perhaps $2 
cheaper in Japan than we can buy them in the United States. So I 
suppose the price would be at least that much different. 

On the hen hand, of course, we are buying from Japan, and, 
therefore, the employees of United States exposure meter companies 
are also losing employment as a result. 

Mr. Boces. Of course, I realize that this is beyond your scope, 
but I am certain that it would not be beneficial for Sylvania, your 
parent company, if it lost all of its export market; would it? 

Mr. Derweier. I suppose not, sir. We do not like to lose any 
of our markets. 

Mr. Boaes. That is all, Mr. Chairman. 

Mr. Simpson. Mr. Chairman? 

The CuarrMan. Mr. Simpson will inquire, Mr. Detweiler. 
Mr. Srupson. In your statement you have this sentence: 


in 
& 


There is only one way in which we can compete, and that is to import an in- 
creasing number of products, as well as components, from abroad. 

If the present trend continues, am I to understand that you will 
have no alternative but to increase your imports of completed cam- 
eras ¢ 
_ Mr. Detrwerter. That is what we are doing, sir. We are bringing 
in our first completed camera inside of about a month, and we have, 
up to this point, imported only components; but we are beginning to 
import cameras. 
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Mr. Simpson. Is there any reason to believe that the experience you 
are having in your company is not the same experience that other 
American manufacturers are having? 

Mr. DetwerEeR. You mean in the camera business? 

Mr. Supson. Yes. 

Mr. Detwetter. I told you about the large movie-equipment manu- 
facturer who has, according to the Japanese magazine, signed a con- 
tract to bring in movie equipment to this country. 

Mr. Stimpson. I assume that is Bell & Howell, and, of course, they 
are advocates year after year of this trade agreements program, and 
they are always advocating lower duties, so that they are getting what 
they want, presumably. 

Mr. Detrwemer. Yes, sir. 

Mr. Srupson. However, obviously, when you buy from abroad, you 
have to curtail employment here at home in the field of the specialists 
who are manufacturing the cameras presently. Is that right? 

Mr. DerwertER. Yes, sir. 

Mr. Smmpson. Did you ever think that is what the intent of this law 
is, to become as nearly a free-trade nation as possible and to shift the 
manufacture of this item to foreign lands because they can do it 
cheaper ? 

Mr. Detwetter. That would apparently be the intent of the law. 

Mr. Srvpson. You do not agree with that result ? 

Mr. Detrwerter. No, sir. 

Mr. Stupson. You prefer to provide jobs for Americans to make 
cameras ? 

Mr. Derwetter. I think it important to provide jobs for Americans, 
and I think it is important to preserve the nucleus of skilled optical 
workers which we have. This is a very difficult skill. It takes 2 or 3 
years to train a good lens grinder and polisher. 

Mr. Stmmprson. And you are importing lenses now because you can 
do it cheaper than you can make them here? 

Mr. Derwetier. Yes, sir. We are importing certain lenses; not 
all of them. 

Mr. Srmpson. This is repetitious, but do you envisage the trend, 
if allowed to continue, as substantially wiping out your production 
here of this 35-mm camera ? 

Mr. Detwerter. That is going pretty far. It may well do that. 

Mr. Stmpson. One other question. 

You are confining your remarks, with respect to your company, 
to the 35 millimeter, but in the whole field of equipment, optical and 
camerawise, the same problem exists, does it not ? 

Mr. Derweter. I think to a varying degree. I think the problem 
exists in respect to reflex cameras, but probably not as much as in box 
cameras because the prices are lower, and the weight and cost of trans- 
portation is much less. 

I might point out that for 1956 I have the Census Bureau figures on 
movie equipment, and there were exactly two movie cameras imported 
from Japan during that year. So, apparently the movie-equipment 
manufacturers have not felt this to any degree. They have had more 
competition from other countries but in places where the labor rates 
are higher. 

is Gases. Thank you very much. 





RENEWAL OF TRADE AGREEMENTS ACT 611 


The CuarrMan. Are there any further questions? 

If not, Mr. Detweiler, we thank you, sir, for coming to the commit- 
tee and giving us the benefit of your views. 

(The following letters and statements were received by the com- 
mittee: ) 


NATIONAL ASSOCIATION OF PHOTOGRAPHIC MANUFACTURERS, INC., 
New York, N. Y., March 31, 1958. 


STATEMENT IN BEHALF OF THE AMERICAN PHOTOGRAPHIC MANUFACTURING INDUSTRY 


COMMITTEE ON WayYs AND MEANS, 
House oF REPRESENTATIVES, 
Washington, D. C. 

Mr. Chairman and members of the committee, this statement is presented in 
behalf of the American photographic manufacturing industry as represented 
in the membership of the National Association of Photographic Manufacturers, 
Ine., whose members, according to best available information, produce more 
than 90 percent of the dollar volume of photographie products in the United 
States. 

In previous appearances before the committee, going back over a period of 
years, witnesses speaking in behalf of the industry or of their own individual 
photographic manufacturing interests, have called your attention to the in- 
creasingly heavy percentage of the American market, especially with respect 
to fine cameras, lenses, precision shutters, and similar products, which were being 
taken over by imports. 

Your attention was called to such facts as these: 

(1) That products principally affected are those having a high skilled labor 
content; 

(2) that the problem is almost entirely one of substantially lower foreign 
wage rates (running from one-tenth to one-fourth of ours), combined with the 
fact that foreign producers in general have available to them the same advanced 
production methods and equipment as the American manufacturer ; 

(3) that American manufacturers of such products would either find them- 
selves waging a losing battle to maintain a satisfactory share of their own 
home markets, or would be forced to seek to overcome the situation by having 
lenses, shutters, and other precision subassemblies and parts, or possibly even 
completed products, made abroad for them; 

(4) that these products are a major peacetime means of livelihood and con- 
tinued existence of highly skilled workers and specialized equipment essential 
to national defense ; 

(5) that to the extent the American manufacturer’s domestic market is taken 
over by imports or he finds himself under the necessity of buying precision 
parts abroad, we are to that extent in effect exporting skilled jobs in what the 
Munitions Board has termed a critical production area ; 

(6) that certain segments of the photographic manufacturing industry, 
principally those referred to hereinbefore, had been seriously injured as a result 
of foreign competition promoted and aided by reductions which had already 
been made in United States tariff rates on photographic products; 

(7) that the impact of this competition is being most seriously felt by the 
smaller companies since they are the ones which tend more to specialize in 
limited product areas. 

In our present statement may we call your attention to the substantial extent 
to which these things are occurring, and emphasize (1) that substantial and 
even excessive reductions have already been made in many of these rates of 
duty, (2) that present duties are clearly no barrier to imports of most photo- 
graphie products, (3) that the existing import situation would be increased and 
aggravated if the reductions provided for in H. R. 10368 were to be made, and 
(4) that such further reductions would place many items on what would almost 
amount to a free list. 


Substantial and in some instances excessive reductions have already occurred 


In negotiations which have taken place under past authority, many United 
States tariff rates on photographic products as established by the Congress in 
the Tariff Act of 1930 have already been materially reduced. Examples of 
various key categories show reductions ranging from 25 to 75 percent. (See 
table I.) 
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TABLE I.—Haamples of reductions in duty 


Item 1930 rate Present rate Percent re- 
duction 


1. Cameras of which lens is the component of 


chief value. 45 percent..........- 25 percent..........- 44 
2. Still cameras valued at $10 or more each__--..| 20 percent_._....._-- 15 pereeie.. 22.2... 25 
§) TR Se ee ae Caer ae 25 percent..........- | 64 percent.......... 7 
i SO en cha keckingn asonk cutee 45 percent. | 25 percent. -- 44 
5. Motion picture film... .....................- 440 cents per foot _- {o cents per foot _- 75 
6. Sensitized photographic paper-_.............--| 30 percent_----- 104 percent. ana 65 


Possible further reductions under H. R. 10368 


The attached full-page table, exhibit I, Possible United States rates of duty 
on photographic imports under H. R. 10368, presents the complete picture, show- 
ing, in compact form, the 1930 rates, the presently effective rates, and the pro- 
gression of further reductions by years which is provided for in H. R. 10368. 

The effect which this measure could have on the categories shown in table I 
are set forth in table II by adding two further columns: (column 3), rate pos- 
sible under H. R. 10368, assuming full authority is utilized; and column 5, per- 
eent reduction which this rate represents in terms of the original 1930 rate. 


TABLE III. i—Bifoct of purtaar reductions under H. R. 10368 


Percent | Percent 

















H. R. 10368 | reduc- | reduc- 
1930 rate Present rate rate tion, tion, 
Item now | H.R. 
10368 
(1) (2) (3) w | @ 
1. Cameras of which lens is the com- | 
ponent of chief value____........-- 45 percent.._.._| 25 percent.---- 1834 percent. 44 | 58 
2. Still cameras valued at $10 or more | 
Ms S866. cele. cds. .| 20 percent- | 15 percent.___- Lv percent- | 25 | 43% 
Sn asa ct ar Ja degen) GO MOTONG cS | 6% percent_. 4 pe reent- 75 | 87 
4. Lenses- Seiden 45 percent._._.| 25 percent-_-_--- thd perce nt- | 44 | 58 
5. Motion picture RE eee Aa {o cent per Yo cent per 340 cent per 75 | 814% 
| foot. foot. foot. 
6. Sensitized photographic paper - - - -- 30 percent.....| 1014 percent...| 8 percent. 65 | 79 


| 1 


Further reductions would virtually place many items on free list 

Except for a specific provision in H. R. 10368 barring such practices, its duty- 
cutting powers could be used to put many items on the free list. However, 
actually these powers are sufficient to accomplish this for all practical purposes, 
even if not in actual fact. 

As one example of this, such items as (1) cartridge or roll film, (2) X-ray 
film, (3) other film, except motion picture, and (4) motion picture film, less than 
1 inch wide, originally carried rates of 25 percent ad valorem. Through succes- 
sive slashes these rates are now only 644 percent. They could be further cut 
to 3% percent, thus virtually achieving “free list” status for all of these classes 
of products. The resulting rate would be at a level of only 13 percent of the 
original rate. 

It would seem that in the interests of the announced program of maintaining 
reductions on a selective, gradual and moderate basis, some safeguards should 
be imposed to prevent the further reduction of rates which have already been 
reduced more than “moderately.” 


Present duties no barrier 

As is evidenced by the striking growth of photographic imports into the United 
States, particularly in such fields as cameras and lenses and certain other par- 
ticular product categories, as well as in the overall total, it is clear that in 
general the present rates of duty are not significant barriers to these imports. 
Further reductions would only serve to aggravate the situation, especially in 
those product areas which have already been seriously injured as a result of 
foreign competition. 

The current situation in these categories is shown in Table III: Imports of 
Cameras (Over $10), Camera Parts, and Lenses. 
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Taste III.—IJmports of cameras (over $10), parts and lenses 


1954 1955 1956 1957 


| 7 | j 
| Num- | Value | Num-| Value | Num- Value 
ber ber | ber 





Country 
—— Value 
ver 


|}~}— 


ip ue Sens Sia ete ee ee eg a —| 


—| 
Cameras valued at more | | | 
than $10 each: | ; | 
West Germany -- _| 162, 784'$6, 456, 336 212, 731 $8, 165, 067) 215, 531 $8, 848, 519) 176, 269/$9, 250, 159 
Japan __. 7,982; 210,333 40,616! 1,021, 506! 152, 692| 2, 788, 505) 252, 672) 6, 037, 872 
All countries_ ._- . 202, 667| 8, 744, 967; 302, 352)11, 660, 568) 423, 067/14, 900, 770; 467, 317/17, 646, 219 
Camera parts (other than | | | 
motion picture): 
798, 263 1, 104, 476 1, 066, 406) _ | 1,064, 059 


West Germany | 

Japan... | 65, 663 166, 561 | $337, 890).._- 418, 498 

All countries... . n. a. . 765, 357 _. 1, 506, 063 1, 637, 603 
Lenses’ | | 

West Germany-.........| 104,022) 1,200,127. 137, 764) 1, 502,705) 127, 446) 1,679,676 231, 423) 2, 549, 705 

Japan. olpatete .| 87,951 451,551 72,978 451,736 188, 465 913, 430 329,851) 1, 268, 198 


All countries_ ... ...| 225,725) 2,356,905 259, 588) 3,076, 993) 369, 638) 3, 695,335, 605, 567) 4, 762, 712 


First, there is the very important classification known as cameras valued 
at more than $10 each. These are the so-called better cameras intended for the 
serious amateur or even to some degree for professional or other nonpersonal 
uses. There is a relatively limited market for such cameras. Trade estimates 
are to the effect that there are only about 10 million such cameras in use in the 
United States of all ages and conditions. Yet, in 1957 more than 467,000 such 
cameras were imported, and in the 4-year period 1954-57 almost 1,400,000 have 
been broughtin. You will note the amount imported in 1957 was well over double 
the number brought in in 1954. 

The table also shows the imports of these cameras from the two principal coun- 
tries involved, namely, West Germany and Japan, as well as showing the total 
for all countries. By way of comment, it might be noted that Bast Germany in 
this 4-year period was the source of United States imports of more than 130,000 
of these cameras valued at more than $6.6 million. It is unnecessary to add that 
their markets are completely closed to us. 

As table III indicates, the predicted increases in imports in cameras, lenses and 
parts have taken place. This further strong growth serves to emphasize the 
point that these areas of precision equipment, necessarily involving a highly 
skilled labor content, are particularly vulnerable to competition from low-wage 
countries such as Japan and Germany. 

It is particularly in these areas of high-precision products where trained 
workers and specialized equipment (for the most part not commercially avail- 
able), and up-to-date plant, constitute a vital defense potential. 

The industry’s peacetime skilled-labor force, maintained at a satisfactory level, 
would be sufficient only to provide the essential nucleus of key workers for the 
expanded wartime production of photographic products as well as in the making 
of nonphotographic products which this industry is counted upon to produce 
such as height finders, range finders, fire-control devices, time and proximity 
fuses, and many other precision devices. 

Although the present act provides avenues of relief for injured domestic indus- 
tries and for the protection of defense potential, efforts by various affected indus- 
tries to obtain relief have been most discouraging and largely unsuccessful as 
the record shows. Without undertaking to judge the merits of the individual 
cases, it would appear that some more positive and certain means of obtaining 
needed relief is necessary if such provisions are to be reasonably effective. 


Conclusion 


In this statement we have undertaken to provide up-to-date information con- 
cerning the impact of imports on this industry which we hope may be helpful 
in connection with your present deliberations. In doing so, we have reminded 
you of certain points previously brought to your attention but without burdening 
you by repeating the supporting evidence. The further evidence provided herein 
does, however, serve to emphasize the soundness of the previous testimony, as 
well as to indicate the present situation. 

Your sympathetic consideration of our statement will be greatly appreciated. 

Respectfully submitted. 

WittraM C. Bassitt, 


Managing Director. 
24093—58—pt. 1—_—-40 
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Exuisit I 


Possible United States rates of duty on photographic imports under H. R. 10868 


(This table indicates: (1) The original (1930) rates of duty on photographic products; (2) the rates now in 
effect as a result of reductions already made under the Reciprocal Trade Agreements Act or because of 
reclassifications resulting from court decisions; (3) the expected rate of duty on July 1, 1958, before giving 
effect to the provisions of H. R. 10368; (4) the possible schedule of reductions over the 5-year period (special 
provision for greater initial reduction could lower the 1959 rates but not the maximum final rates); and (5) 
the total number of percentage points by which the duty could be reduced. H. R. 10368 would extend the 
Reciprocal Trade Agreements Act for 5 years, grant the President additional tariff-cutting powers, and 
provide increased authority for relief to injured domestic industries. Line marked “3-year alternate”’ 
shows other possible progression of reductions under the various ultimate methods] 























Rate, Present} Expected| Possible progression of reductions by years | Total re- 
1930 Item duty ae is, t ean a Ms duction 
act rate | 1958, duty percent- 

rate Ist 2d 3d 4th 5th age points 
Per- 
cent | Cameras and parts: | Percent| Percent | Percent} Percent| Percent) Percent) Percent; Percent 
20 Motion picture cam- | 
WE aceon eg 15 | 14% | 138% | 12% | 12 11% 3% 
Spon eibernete...}....<...}.---...... 1334 12% 114% ee pee 33% 
20 Cameras, box type, 
I I oat 20 20 19 18 17 16 15 5 
3-year alternate. _/___..__- jiwoe oe 16% Bp Sol: See soa). 5 
20 Cameras, value less 
RO BIOs on se cn od cu 18 17 16. 15 15.3 14. 45 13.6 12. 75 4% 
3-year alternate __|__..--- eee ae 14 ST eS eae al cee 4% 
20 Cameras, value $10 | 
OF MOTS.uki 552.6. 15 15 14% 13% 12% 12 11% 3% 
3-year alternate. _|_...._..}.--.-- --| 138% 12% RN Wt etter aad 3% 
20 M. P. camera parts-- 15 | 15 144% 13% 12% 12 11% 334 
3-year alternate__|_...__..|.--- -.| 138% 12% 1y\ SESE 3% 
20 Other camera parts_- 20 20 19 18 17 16 15 5 
3-year alternate-_|_.....-- ceianetaest Sa 16% 15 i teal ace alcen 5 
45 | Cameras, lens compo- | 
nent of chief value. 25 25 2334 224% 21% 20 1834 6% 
45 Parts of cameras, 
lens component of 
chief value. | 
45 Lenses imported sep- | 
arately. 
45 Frames and mount- | 
| ings for photo | | 
lenses. | 
oe 3-year alternate__|-.......]---------- | 22% 2034 RO bbe seeleetane 6% 
m: | 
25 Cartridge or roll... - 6% 64%) 5% 5u% Oi) tres. 22! 1% 
X-ray film. 
Other except M. P. | | 
25 | M. P. film less than | 
1-inch. | | | 
} 3-year alternate__|........|_....-.-..| 5% Oe a NE Ei scl iihon ciate 3 
(4) M. P. film 1 inch or | 
| eere....;..<. eas (?) (*) @) () @) @) @) (4) 
20 Dry plates_-...---- 15 | 15 | 14% 13% 12%% 12 | 11% 3% 
3-year alternate -__|-.....-- pedeaaeel tee BGs §.  B056 ~ lene Kathe 3% 
Projectors: | | | 
45 Motion picturesilent.| 35 35 33% 314% | 20% | 2 261% 8% 
| Motion picture silent | | 
} and sound. 
Still picture projec- | 
tors. | | 
Projection lenses. | 
| 3-year alternate._|........|..-------- 32 29 BNE Niindiwss dl Faanaees 8% 
45 | Motion picture, sound | 
| only §____--- pecoell 1334} 13%) 13. 1, 12. 45 11.8 | 11.15 10% 3% 
3-year alternate-._}_......-|--.-.----- | 12% 11% 10% |- kee inok 3\% 
45 Enlargers §...........| 20 20 19 18 ow, & 15 5 
Paper: j | | | 
20 | Plain basic for blue | 
or brown print.....| 9 | 8% 8 744 7 6% 6% 2% 
| IN ik clbinwilnanncnn 7% 7 NE ee cis salnaee’ 2% 
3-year laternate-.|-.....-- Cesaienipis oes 7% 6% BSL dicdwekedhtiedeacn 3 
25 | Sensitized blue or 
| brown print -_-_-_---- 11 10%) 10 94 Gg |; 8% 8 2% 
| 3-year alternate _.|-...-.-- sce ibscade 9% 8% 6% |--------|---+-+-- 3 
| Unsensitized basic 
and baryta.....----| 2% 24, oC 1o 1 8 © | 2 
5 | Coated paper. | 
30 | Sensitized photo- | 
graph paper-._.--- 10% 10% 10. 94% 9 | 8% 8 | 214 
3-year alternate._|_.......|....-.-- -| 9% 8% BE Rae |-------- 3 











1 Four-tenths cent linear foot. 2 One-tenth cent linear foot. * Apparently could be reduced to %o cent. 
4 One-fortieth cent. § Court decisions responsible for present rate of duty. 
* Apparently could be reduced to 4 cent. 
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CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., February 26, 1958. 
Hon. WILBUR MILLS, 
Chairman, House Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: Enclosed is a carbon copy of a letter which I have 
received from one of my constituents, Mr. David Packard. 
I respectfully request that the above-mentioned letter be incorporated into the 
record on the hearings for extension of the Reciprocal Trade Agreements Act. 
Thanking you for your cooperation and with all good wishes, I am, 
Yours sincerely, 
CHARLES 8S. GUBSER. 


HEWLETT-PACKARD Co., 
Palo Alto, Calif., February 19, 1958. 
Hon. CHARLES S. GUBSER, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN GUBSER: I am very much concerned about the extension 
of the Trade Agreements Act (sec. 350 of the Tariff Act of 1980) which is sched- 
uled for hearings before the House Committee on Ways and Means this week. 

The administration has requested a 5-year extension with authority to reduce 
the rate at 5 percent per year during that period. 

This extension is being opposed by one section of the Scientific Apparatus 
Manufacturers Association, of which we are members. At least two other sec- 
tions of this organization are in favor of the extension as far as I can determine. 
I am sure that the industrial instrument section of SAMA, which is the largest 
in volume and number of members, is almost unanimously in favor of the 
extension. 

The opposition by the laboratory apparatus group of SAMA comes from his- 
torical background. It is too complicated to explain in detail here. 

I am certain that by far the largest majority of the electronic instrument 
manufacturers in this country are vigorously in favor of the extension as some- 
thing almost mandatory for national survival and that representations made by 
the trade associations do not represent properly the opinion of all on this matter. 

While there is no reasonable media to present the views of the west coast elec- 
tronic industry on this matter, I have talked to the management people of all 
of the most important firms and they are strong in their support of the extension. 

Will you please relay this information to the House Committee on Ways and 
Means this week for me? 

Sincerely, 
DAVID PACKARD, President. 


FEBRUARY 25, 1958. 
Mr. DAvID PACKARD, 


President, Hewlett-Packard Co., Palo Alto, Calif. 


Dear Mr. Packarp: This will acknowledge your letter of February 19, 1958, 
regarding the proposed extension of the Reciprocal Trade Agreements Act. 

In accordance with your request, I have forwarded to the House Ways and 
Means Committee a copy of your letter with the request that it be given considera- 
tion with other testimony and statements received in connection with the hear- 
ings now being conducted on the extension of the Trade Agreements Act. 

There is no question in my mind that the extension of the Reciprocal Trade 
Agreements Act will be hotly contested on both sides of the Congress. The legis- 
lation is, as you point out, very complicated. I will follow the progress of the 
legislation with care and interest. I am very pleased to have heard from you 
and to comply with your wishes. 

With kind regards, 

Sincerely yours, 
THomas H. KUCHEL, 
United States Senator. 
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HEWLETT-PacKARD Co., 
Palo Alto, Calif., February 19, 1958. 
Hon. THomas H. KUCHEL, 
The Senate, Washington, D. C. 

Dear SENATOR KUCHEL: I am very much concerned about the extension of the 
Trade Agreements Act (sec. 350 of the Tariff Act of 1930) which is scheduled 
for hearings before the House Committee on Ways and Means this week. 

The administration has requested a 5-year extension with authority to reduce 
the rate at 5 percent per year during that period. 

This extension is being opposed by one section of the Scientific Apparatus 
Manufacturers Association, of which we are members. At least two other sec- 
tions of this organization are in favor of the extension as far as I can determine. 
I am sure that the industrial instrument section of SAMA, which is the largest 
in volume and number of members, is almost unanimously in favor of the 
extension. 

The opposition by the laboratory apparatus group of SAMA comes from his- 
torical background. It is too complicated to explain in detail here. 

I am certain that by far the largest majority of the electronic instrument 
manufacturers in this country are vigorously in favor of the extension as some- 
thing almost mandatory for national survival and that representations made 
by the trade associations do not represent properly the opinion of all on this 
matter. 

While there is no reasonable media to present the views of the west coast 
electronic industry on this matter, I have talked to the management people 
of all of the most important firms and they are strong in their support of the 
extension. 

Will you please relay this information to the House Committee on Ways and 
Means this week for me? 


Sincerely, 
Davip PacKarp, President. 


FisH-ScHURMAN Corp., 
New Rochelle, N. Y., March 18, 1958. 
Hon. Wiizur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Sir: With regard to the bill under consideration, H. R. 10368, we wish to 
indicate by this letter our company’s position in this matter. 

We are strongly in support of a 5-year extension of the Trade Agreements Act 
with amendments to provide adequate bargaining authority necessary to enable 
the United States to bargain effectively, especially at a time when the evolution 
of the common market in Europe makes it mandatory for our country to partici- 
pate as one of the contracting parties to the General Agreement on Tariffs and 
Trade, as she has in prior years. 

However, we strongly oppose the proposal in the bill to authorize existing duty 
rates to be increased 50 percent above the July 1, 1934 rates. If any rate of 
duty reduced by trade agreement negotiations over the last 24 years were to be 
increased to this new protective level above the notoriously high 1934 rates, this 
would create rather unsound conditions for the American import trade. 

Yours very truly, 
GUENTHER E. P. KNISPEL. 


A STATEMENT SUBMITTED BY THE LABORATORY APPARATUS AND OPTICAL SECTIONS, 
ScIENTIFIC APPARATUS MAKERS ASSOCIATION 


The Scientific Apparatus Makers Association, 20 North Wacker Drive, Chicago 
6, IL, was organized in 1918 and is the sole trade association representing the 
manufacturing and distribution of laboratory apparatus and scientific instru- 
ments. The 226 company members are organized in 6 sections: Laboratory appa- 
ratus ; industrial instrument ; recorder-controller ; optical ; nautical; aeronautical 
and military instruments ; and laboratory equipment. It should be noted that this 
statement is being submitted on behalf of the laboratory apparatus and optical 
sections, and represents the views of these two sections only. The membership of 
the laboratory apparatus and optical sections is composed of 140 companies, 
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representing an overall average of 70 percent to 75 percent of these industries 
in terms of number of companies and over 80 percent in terms of total sales 


volume. 
I. ESSENTIAL DEFENSE INDUSTRY 


The Scientific Apparatus Makers Association represents manufacturers of 
products essential to our national defense, many of which have been suffering 
serious injury from excessive import competition or are faced with the threat 
of severe damage of this type in the immediate future if adequate protection 
is not provided them by our Government. Their products include scientific 
optical instruments (among them such popular items as microscopes, telescopes, 
and binoculars), laboratory apparatus and equipment (including analytical bal- 
ances and weights), blown glass, gage glass tubing, chemical porcelain, and 
agate bearings. 

These manufactures are also vital to the country’s health, business, science, 
industrial research and production, education, and the production of atomic 
energy. As such they contribute directly to national welfare and security. 

Let us outline briefly some of these products and their important functions 
in our national defense structure: 


Scientific optical goods 

The domestic scientific optical manufacturing industry makes glass, molds 
and polishes it into lenses, and assembles lenses into many types of scientific 
optical instruments. This glass production may take the form of ophthalmic 
glass for eyeglasses or spectacles, or optical glass for complicated scientific 
instruments. 

These optical instruments include metallographs, polarizing laboratory and 
research microscopes, grating spectrographs, metallographs and monochromators 
for determining the metallurgical requirements of high-temperature, high- 
strength alloys for jet engines, rockets, supersonic missiles, tanks, submarines, 
and atomic weapons. 

Spectrographs are used wherever precision analysis and control are essential, 
from the analysis of celestial bodies and cosmic research in outer space to the 
detection and control of infinitesimal impurities in dinking water and food. 
They provide industry with quick and accurate control analysis, for example, 
of bauxite ore for the aluminum industry and of lubricating oils for the control 
of bearing wear by locomotives and other heavy equipment. 

The Atomic Energy Commission makes extensive use of these instruments in 
its various classified programs, especially precision, large-sized, grating-type 
spectrographs in highly classified, heavy-element research. Currently, additional 
classified high-altitude, outer-space, and cosmic-ray research is absolutely de- 
pendent upon these precision-grating instruments. 

Optical contour projectors, toolmakers’ microscopes, paraplane gauges, in- 
terferometers, optical micrometers, stereomicroscopes, and similar optical meas- 
uring and testing devices are utilized for industrial quality control, methods 
engineering, process control, and research and development. 

Colorimeters, refractometers, spectrometers, polarimeters and laboratory mi- 
croscopes are essential to the development of high-octane gasoline, synthetic 
rubber, and blood plasma, and for controlling the processes of food concentrates, 
gamma globulin and blood derivatives, vitamin synthesis, and the “miracle 
drugs.” They are indispensable for chemical and physical research for meas- 
urement and for the maintenance of quality standards. 


Laboratory apparatus 

Laboratory apparatus may be defined as part of the tools of the modern 
scientist which, along with scientific instruments, he uses in the laboratory to 
observe, measure, analyze, record, and control the materials and methods 
utilized in the production of mechanims for military defense and communications 
systems, as well as for hospitals, factories, and public services. 

Many manufacturers of glass, both blown and machine made, are employed in 
laboratories, including tubes, rods, canes, and tubing. Laboratory glassware in 
its myriad of complex shapes—the distillation columns, retorts, condensers, and 
flasks—constitutes the workday tools of the research chemist, doctor, and lab- 
oratory technician. Every steam boiler is equipped with one or more gage- 
glass tubes which are used as direct-reading, liquid-level gages and must be 
replaced regularly and frequently because of corrosion. 
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Chemical porcelain 

Chemical and scientific porcelain is a ceramic product, similar in appearance to 
“china,” but of a considerably higher quality. It is so composed, formed, and 
fired as to have maximum resistance to heat shock, usability at high tempera- 
tures, resistance to the attack of chemicals, and maximum insensibility to the 
rigorous treatment to which articles made of it are subjected in the great 
variety of analyses required in control and research laboratories, educational 
laboratories, hospitals, and the laboratories of defense agencies such as the 
Atomic Energy Commission, the Army, Navy, and Air Force, and in fact all 
the laboratories of our Government. In addition, chemical porcelain articles 
are used in all laboratories engaged in such fundamental work as the analysis of 
raw materials, materials in process, and finished goods. 

There is only one manufacturer of chemical porcelain in the United States, 
the Coors Porcelain Co. of Golden, Colo., whose product is considered to be of the 
highest quality obtainable in the world. The company had its very origin in 
defense essentiality to the United States, as it began the manufacture of this 
porcelain in 1915 at the specific request of our Government, because of the critical 
shortage suffered by this country as a result of the cessation of imports of Ger- 
man chemical poreclain because of the British blockade at the beginning of 
World War I. 

During the course of its development of atomic weapons, the Government’s 
“Manhattan project” called upon the Coors Porcelain Co. to produce a superior 
type electrical porcelain which would meet requirements never previously con- 
templated. Due to the unique facilities and “know-how” this company had been 
able to develop, it successfully met the emergency and supplied insulators which 
saved another plant from failure to produce fission materials, the use of which 
resulted in the abrupt termination of the Pacific conflict in World War II. 

Only last week, this company announced a new ceramic material that has a 
strength of 34,000 pounds per square inch which retains 75 percent of its 
strength at 2,000° F. These high temperature characteristics along with equally 
superior electrical characteristics hold great promise for critical defense 
applications. 


Analytical balances 


These are among the oldest and most fundamental instruments, and yet are 
perhaps the most precise mechanisms known to man. Analytical balances are 
the primary instruments for the measurement of mass. They are basic equip 
ment in every research laboratory and production control laboratory; and sub- 
stantially everything that we eat, wear, use, or touch is dependent on the labora- 
tory use of these instruments. Indeed, the development and manufacture of all 
atomic and nuclear products would be impossible without them. 

The accuracy range of analytical balances is in the area of 1 part per 10 million, 
and their adjustments are so tiny that they can neither be seen nor measured. 
Skilled craftsmen using precision optical methods and sensitive “touch” de- 
veloped over years of practice perform these final adjustments. The accuracy 
of these balances can be dramatized by considering the fact that they can measure 
the difference in weight between two eyelashes, or measure the weight of the 
graphite deposited when a single dot is put on a piece of paper. 

Only four domestic companies produce analytical balances—each employing 
50 to 60 production workers. The total production of this industry totals only 
slightly above $2 million per year. An extremely critical defense industry, 
insignificant in economic size, yet dependent on a handful of skilled craftsmen 
who mount the agate bearings, adjust the balance beams, and assemble the 
inherent accuracy into these precise mechanisms. 


Modern instruments and war material of our Armed Forces 


Many scientific instruments and apparatus, including those already mentioned, 
are used in, or employed in the manufacture of, vital instruments and materials 
of modern warfare utilized by the Armed Forces of the United States. These 
components of our defense machinery include: 


Optical fire-control systems for artillery and tanks. 
Optielectronic director systems for tracking supersonic craft. 
Optielectronic periscopes. 

Tracking-type fire-control periscopes. 

“Black-light” optical night fire-control devices. 
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Infrared signaling devices. 

Searchlight reflectors. 

Proximity fuses. 

Supersonic missiles. 

Rocket and atom bombs. 

Bombsights. 

Gunsights and rangefinders. 

Radar, loran, and sonar. 

Aerial mapping cameras and photoreconnaissance devices. 
Motion-picture and still-projection lenses. 
Optical navigation and observation instruments. 
Marine instruments. 

100-plus octane gasoline. 

Synthetic rubber. 

Butadeine and styrine. 


From this partial listing it is evident that a healthy, progressive, scientific 
instruments industry will continue to be indispensable to the safety of the 
United States, as long as war remains a real and present danger in the world, 
as long as powers hostile to our form of government and way of life continue 
to build armaments and expand their war potential. These instruments and 
materials are increasingly necessary to direct explosives to their targets, to 
launch and track guided missiles and satellite-carrying rockets, to discover and 
repulse potential enemy forces, and to make possible the scientific research and 
industrial mobilization which are the backbone of successful military operations. 


Official testimony 


The essentiality of the scientific laboratory to modern warfare was stated 
succinctly by a former Secretary of War in June 1946, speaking before the House 
Interstate Commerce Committee: 

“America cannot lag in the laboratory and hope to have any chance of victory 
in the event of future war.” 

The Office of War Information, in August 1945, released the War Production 
Board’s Bulletin No. 8813, which declared : 

“Modern warfare has created a demand for laboratory equipment far beyond 
the normal capacity of the laboratory equipment industry, the Joint Army-Navy 
and War Production Board Committee for Critical Materials and Products 
reported today. 

“Such equipment, the joint committee said, is used in virtually every activity 
concerned with analysis, testing, experimentation, inspection, research, and 
production control. Specifically, the fields of metallurgy, chemical products, 
petroleum products, and research laboratories are today’s main consumers of 
this equipment. 

“Among the items in particularly critical supply are binocular and stereo- 
scopic microscopes, spectrophotometers, research metallographs, spectrographs 
and refractometers. In addition, there are hundreds of miscellaneous items in 
equally tight supply. Manufacturers have backlogs of unfilled orders that will 
require from 6 to 8 months for delivery.” 

On March 10, 1954, a Commerce Department official stressed : 

“* * * the importance of making plans now for the continuous operation of 
the vital precision instruments industry in the event of an enemy bombing 
attack.” 


Government recognition of essentiality 


Legislative cognizance has been given to the problem of the scientific instru- 
ment industry in the “defense industries amendment,” section 7 of the Trade 
Agreements Act as extended in 1955. A special interagency committee was 
appointed by the Defense Mobilization Board to investigate the mobilization 
impact on the skilled manpower of this industry. 

The industry was classified by the War Production Board as “essential” and 
by the War Manpower Commission as “critical,” with higher priorities both for 
materials and exemption of skilled workmen from military service, during 
World War II. Since then, the Department of Defense has classified laboratory 
apparatus, scientific glassware, optical instruments, and other products of the 
industry as “essential multipurpose components,” in the guides for military 
procurement planning. 
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The Office of Defense Mobilization has described its programed study of this 
industry’s problem. The Departments of Defense, Labor, and Commerce, under 
the chairmanship of the ODM, have been conducting studies and surveys of 
mobilization requirements of optical products and the corresponding capacity 
and manpower availability, in anticipation of measures to provide expanded 
capacity to meet potential wartime needs. 

The efforts and concern of the legislative branch of our Government and of 
these important agencies of the executive branch for this essential American 
industry should not be ignored. Adequate protection in the form of quotas and 
no further reduction of duty rates on imports of competitive instruments should 
be assured, to prevent curtailment or destruction of the very facilities, equip- 
ment, and skilled manpower which our Government has been trying to preserve 
and expand. 


Vital industrial skills indispensable to national defense 

Highly skilled craftsmen are engaged in the manufacture of the precision 
instruments of the domestic scientific optical, laboratory apparatus, and chemical 
porcelain industries. Training of these skilled workers takes many months or 
even years, and is perfected during years of experience in the production of 
delicate and ultraexact items that are indispensable to our national defense. 

Severe losses to these industries through ruinous import competition could 
result in a sharp curtailment of production or outright liquidation of many 
firms manufacturing these vital instruments and apparatus. Thus critical human 
skills would be lost and vital research and development programs suspended. 

The present day high volume of special requirements demanded on short 
deliveries by the defense agencies serves as proof that these skills must be 
constantly available and “in practice” to fulfill the requirements of our increas- 
ingly complex technology. They can be neither “stockpiled” nor turned on or 
off in response to fluctuating public policy. 


Human skills constitute the backbone of the scientific and optical instruments 
industry 


They have been acquired in the industry, after long periods of training and 
experience, and cannot be acquired outside it. These skills cannot be “stock- 
piled”: they must be used regularly or else be lost by the workers, and the only 
occupation in which they can be used is active employment in the instrument 
industry. National security demands that an effective scientific and optical 
instrument industry be provided for now, to supply our country’s requirements in 
a future crisis. 

During World War II, the tremendous volume of optical instruments supplied 
to our Government would not have been possible without an adequate domestic 
supply of optical glass and without the trained corps of American workers 
skilled in their art of processing and assembling optical parts. Despite these 
assets, however, the War Production Board in August 1945 (WPB Bulletin 
No. 8813) called attention to a long list of laboratory equipment still in short 
supply, in spite of efforts to simplify or break down highly skilled jobs, declaring 
as follows: 

“The manufacture of laboratory equipment requires highly skilled labor as 
well as time in which to achieve the delicate precision necessary in such in- 
struments. A shortage of such labor is contributing to the present difficulty in 
obtaining a sufficient amount of the various items to meet war-created demands. 
Production has been expanded to the maximum limit of skilled workers available.” 

Since that time, nothing has occurred to relieve the dependence on individual 
skills acquired from long experience in tasks peculiar to the scientific and optical 
instruments industry. The existence of a healthy optical glass industry and an 
active force of skilled instrument makers is even more important today. with 
demands for new and far more complex instruments as man stands on the 
threshold of space exploration and travel. 

The proportion of highly skilled employees as well as professional technical 
personnel in the scientific and optical instruments industry is far above industry 
in general. The average ratio of skilled to unskilled workers is about 8 to 1. 
A spot check of scientific instrument manufacturers revealed that the percentage 
of employees in the engineering, inspection, and technical trained supervisory 
and management categories, plus research and development personnel, is in the 
range of 34—89 percent of the total production workers. 
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In wartime, this supply of highly trained manpower cannot be enlarged in a 
short time to provide for greatly expanded demands. “Know-how” is our most 
priceless and also our most perishable asset. During peacetime, domestic markets 
must be preserved for domestic industry, if we are to have this skilled manpower 
available when it is urgently needed to provide the nucleus for tremendously 
augmented production requirements. 

Complete or even substantial exclusion of American instrument makers from 
the domestic market for basic scientific instruments, because of heavy import 
competition from foreign producers with considerable lower labor costs, will 
inevitably result in a corresponding destruction of these unique skills in the 
United States. The problem of maintaining a domestic scientific and optical 
instruments industry is unique in that it involves weighing a critical loss of 
human skills essential to our national security against a diplomatic trade con- 
cession of a large part of the American market to foreign producers at the direct 
expense of the domestic industry. This is a sacrifice which our country cannot 
afford to make in these perilous times. Our national defense would be placed 
in jeopardy through the undermining of mobilization preparedness in the industry 
by dispersing unusually unique manpower skills and facilities which are already 
inadequate to meet all potential needs of the United States in event of war. 
These essential skills and facilities require encouragement and expansion rather 
than impairment and destruction ! 

Proposals for Government loans for relief, relocation and diversification of 
‘<import-displaced” workers and to assist communities “distressed” by the import- 
destruction seem basically wrong and repugnant to the average American. At 
any event, it would not work in the case of scientific instrument and optical 
craftsmen whose training and experience would be lost outside their industry. 
Worst of all, the very existence of such a situation in our country would mean 
that the scientific and optical instruments industry was being reduced and 
destroyed, at a time when American security demanded that it be preserved and 
expanded. These skilled workers need their industry—their country needs both ! 


II. INROADS OF IMPORTS ON THE SCIENTIFIC AND OPTICAL INSTRUMENTS INDUSTRY 


Nature of industry 

The great majority of American manufacturers of scientific apparatus, optical 
instruments, and related equipment are small companies employing less than 
100 persons. Geographically, they are scattered all over the country. They 
manufacture in small quantities, usually to the peculiar specifications of the 
individual customer. 

The products involved are all extremely high in precision class, most of them 
filling specialized low-volume markets. Normally, demand is static, with the 
market circumscribed or limited. Therefore, they are not susceptible to mass- 
production techniques. 

Actually, there are no mass-production methods employed in the domestic 
scientific instruments industry, with only a few possible exceptions. Small- 
production volume renders impossible the utilization of highly mechanized equip- 
ment so common today in most other American industries. A production 
quantity of 100 or 200 completed units is considered to be comparatively large, 
as volume is often much less. 

Thus these companies may be considered labor-intensive in character, with 
direct labor usually absorbing over 70 percent of the total product costs. Most 
of this work is performed by highly skilled hand labor. As a result, increased 
imports at existing tariff rates already are a serious threat to these small con- 
cerns. Cost competition with comparable foreign-made products resolves itself 
substantially to a comparison of domestic and foreign labor rates, and extremely 
high “break even” points make small reductions in volume disastrous. 


Wage differentials 


This wage-cost differential may best be illustrated by a comparison of the 
wage rates of leading foreign competitors of the American optical industry with 
those of the United States, which the Department of Labor reports as approxi- 
mately $1.97 per hour on the average, or $78.80 for a 40-hour week, not including 
fringe benefits which average from 25 cents to 60 cents per hour. 








622 RENEWAL OF TRADE AGREEMENTS ACT 


Average hourly earnings in selected countries 


Average hourly Ratio to 
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The efficiency of machines and skilled hand operations, the quality of products, 
and production methods of domestic and foreign producers in this industry may 
be considered comparable for all practical commercial purposes. Foreign manu- 
facturers often use United States machine tools and technology. Therefore, com- 
petition in unit production costs is essentially a question of the relationship 
between the wages of American and foreign workmen. 


Research and development of domestic scientific and optical instrument industry 
supported by commercial sales of bread-and-butter items whose market is 
threatened by rising imports 


Research and development carried on by their own organization serve as the 
keystone of progress in the scientific instrument industry. The average expendi- 
ture for this purpose in the domestic industry is 6.4 percent of the sales dollar, 
according to a survey of the Defense Department Research and Development 
Board, as compared with an average of 2 percent for all industries covered in 
this study. 

Instrument and apparatus research must be supported by retaining home mar- 
kets during peacetime. If the American instrument producer does not maintain 
sales in the American market which constitutes over 90 percent of his sales volume, 
he will not be in a position to assume financial risks inherent in any research activ- 
ity of this type. 

Stop-and-go research is not practicable for the scientific instrument industry, 
but must be sustained on a permanent basis. Scientists and technicians possess- 
ing exceptionally high skills supplemented by long experience must be retained 
in the industry’s research organizations. Their ranks will be depleted and 
progress retarded if the market for American-made scientific and laboratory 
instruments is taken over by foreign suppliers. 

Ineome from the sales of such items as microscopes, telescopes, and binoculars, 
the bread-and-butter products of the optical instrument industry in reference to 
commercial sales volume and also those which represent a very large part of the 
high volume of imported optical instruments, supports research on highly spe- 
cialized apparatus and instruments so essential both to scientific progress and 
to our national security. Imports of some of these items are already reaching 
the point where research programs are affected. The volume of imports will con- 
tinue to increase if tariff rates are lowered further and if no quota restrictions are 
imposed, with the inevitable result that the research programs of domestic instru- 
ment and apparatus manufacturers will be seriously curtailed. 

Management, professional talent, and skilled workers’ know-how are all so 
vitally important in wartime that we cannot risk their loss due to large importa- 
tion of scientific instruments and laboratory apparatus in peacetime. Actually, 
an irreplaceable wealth in essential skills could be lost because of a few million 
dollars’ worth of import competition. When we import these products, we are 
aiding other countries to develop their war potential while damaging our own. 


Sources of import competition 


Today domestic manufacturers of microscopes are facing destructive competi- 
tion from abroad far in excess of anything expexienced in past years. Germany 
and Japan are the leading foreign microscope praducers. Japan has become one of 
the largest exporters of these instruments 36 a result of her vastly expanded 
wartime production facilities, aided and abetted by foreign-aid funds and technical 
advice from the United States. Other foreiga competitors are Switzerland, Italy, 
Austria, and the United Kingdom. 
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Microscope imports 


Latest figures available from the United States Tariff Commission for imports 
of microscopes cover the first 11 months of 1957, enough to indicate the approxi- 
mate annual totals. The most significant of these figures are the following: 


United States imports of all classes of microscopes (January—November 1957 
and identical period of 1956)—Values in United States dollars 


January- | January- 


Country November | November 

1956 1957 
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Total imports... _- 


Thus it may be seen that during the first 11 months of 1957 Japanese imports 
of all types of microscopes registered a rise in excess of 50 percent over the 
comparable period of 1956, while small gains were recorded in the value of im- 
ports from other countries. By value, Japan accounted for more than 80 percent 
of the total microscope imports of the United States in 1957. 


Binocular imports 


Total United States imports of prism binoculars having a magnification greater 
than 5 diameters and valued at more than $12 each amounted to 616,712 units, 
valued at $5,108,750, for the first 11 months of 1957. This dollar value of im- 
ports represents an absorption of over 90 percent of the United States market. 
Only one domestic company continues to manufacture prism binoculars, in spite 
of the critical shortage of these instruments at the beginning of World War II. 
Individual country statistics for this period were not yet available at this writing, 
although nearly all of the current imports of prism binoculars are being received 
from Japan. 

Comparable Tariff Commission figures for the January-November period of 
1956 show total imports of 536,194 of this type of binoculars (which accounts for 
virtually all binoculars imported by the United States), having a valuation of 
$4,675,327, revealing a definite increase in both volume and value of foreign 
binoculars received in 1957. During this 11-month period of 1956, Japan ac- 
counted for almost all of these imports, or 518,381 prism binoculars worth $4,377,- 
266. West Germany and France supplied most of the remainder. 


Other imports 


Germany, Switzerland and other European countries are the principal sources 
of our imported blown glassware and other laboratory apparatus, which is being 
shipped to the United States in ever-mounting volume. Similar situations exist 
for other optical instruments, laboratory apparatus and chemical procelain, al- 
though complete and exact statistics on these imports are not available, due to 
the “basket” classifications of our customs which include a wide variety of 
different instruments or appartus in a single category. 


Gravity of import damage 


The domestic share of the microscope market is steadily decreasing as a result 
of the rising volume of competitive imports. Sharply increasing shipments 
from Japan present the most critical threat, for there is every reason to expect 
a repetition of thesame patern which developed in the importation of prism 
binoculars from Japan which has seriously crippled the domestic mobilization 
capacity in that line. The maximum spread exists between the wage rates of 
Japanese and American workers in this industry, a differential that cannot be 
offset by advanced manufacturing technology because of the nature of the manu- 
facture and sale of microscopes and because wages represent approximately 70 
percent of the product cost of microscopes. 

The estimated total United States market potential for microscopes is $4,000,- 
000 annually. As this market is so restricted, it appears likely that mounting 
imports, virtually unchecked by the present inadequate tariff restrictions, will 
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largely capture the American market as they have already done in the case of 
prism binoculars. 

Many optical workers and instruments makers in the United States, a large 
proportion of whom are highly skilled, already are unemployed or dispersed 
among other industries. This unemployment, as well as failures of many optical 
instrument manufacturers, will increase rapidly if the import trend is permitted 
to continue without adequate protection being afforded to the domestic industry. 
These displaced workers will not be available if they are needed urgently for 
the tremendously augmented production that a national emergency would require. 


Unreliability of foreign supplies in an emergency 

Dependence on other countries for precision scientific instruments, especially 
during the present troubled times, is so dangerous in the light of past experiences 
that it cannot be reconciled with concern for our national safety. If the United 
States had been dependent upon foreign sources for scientific and optical instru- 
ments, we would have been without them for about two-thirds of the years 
between 1914 and 1947; namely, the critical 1914-20 and 1939-47 periods. We 
should not rely wholly or largely on other countries for precision scientific and 
optical instruments and apparatus, the tools of the scientist in the laboratory 
and the essential requisites of the modern arsenal of our national defense, any 
more than we should be dependent upon foreign sources for our military planes, 
naval vessels, atom bombs, and other materials of war. We simply cannot 
afford to take such a risk. 

Dependence on foreign sources for optical instruments and laboratory appara- 
tus, even in peacetime, will retard our own scientific progress in many fields. 
Foreign countries will equip their own laboratories with their newly developed 
instruments long before they offer them to the American market. The time lag 
will constitute a serious handicap to progress in all fields of scientific research in 
this country. 

In wartime periods, as amply demonstrated during the last three national 
emergencies, domestic manufacturing facilities in the scientific and optical instru- 
ments industry have been called upon for 20-fold expansion. Despite the fact 
that top priorities were issued to these products, the accumulation of large 
numbers of back orders testifies to the critical defense dependence on this 
industry. 

Attitude of other countries 

Other countries sharply restrict imports of scientific instruments and give 
the maximum encouragement and protection to their domestic industry. In 
August 1921 Great Britain passed her “Safeguard of Industry Act” to protect 
certain special industries which singled out makers of optical glass, scientific 
instruments, apparatus, and equipment as key industry and granted them 
almost complete protection against import competition. Protection of skilled 
workers and apprentices also was declared to be necessary. 

A British Board of Trade reviewed this act in 1936 and not only affirmed its 
original intention of safeguarding Britain’s instrument industry from “destruc- 
tive” imports but added that “in no other industry were research and develop- 
ment more important to the imperial defense than in key industries.” Currency 
and security restrictions of the United Kingdom in recent years have virtually 
completed the exclusion of foreign competition from this field in the British 
market. 

Import laws and license restrictions of practically all European countries 
indicate a record of either import licenses and/or permits. In every instance 
these countries maintain complete and rigid control over all imports which may 
damage or aid in damaging any industry considered vital and necessary to their 
scientific and technological progress, health, economy, and national defense. 
These key industries are viewed as being of primary strategic importance to 
their national existence. 

Nearly all European nations regard scientific instruments, apparatus, and 
equipment in the privileged category. They have granted them special tax 
relief and Government subsidies, and have traditionally maintained tariff duty 
and quota structures to protect them. In sterling bloc countries the Common- 
wealth regulation gives preference to United Kingdom products. 


Ill, RECOMMENDATIONS REGARDING EXTENSION OF THE TRADE AGREEMENTS ACT 


In concert with the facts and conditions cited in the previous sections of 
this statement, the Laboratory Apparatus and Optical Sections of the Scientific 
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Apparatus Makers Association wish to record their opposition to the bill, H. R. 
10368, and similar legislation, which propose to extend for 5 more years the 
powers of the President to enter into trade agreements and further lower the 
existing import-tariff rates. 

While we believe that the further expansion of international trade is bene- 
ficial both to certain segments of the domestic economy and the economic welfare 
of friendly nations, we do not believe that these objectives should be achieved 
at the expense of certain other domestic industries, particularly when those 
domestic facilities and skilled workmen are essential and critical to the defense 
posture of the United States. 

We are considerably concerned about the manner in which the provisions of 
the present law have been administered over the past several years. The 
intent of the Congress in the establishment of the so-called peril-point provisions, 
the escape clause provisions, and the defense industries amendment has been 
consistently thwarted and overruled by the executive branch through misuse 
of the regulatory powers granted by the Congress. 

The original purposes of this law were to improve a depression-burdened do- 
mestic economy through stimulation of United States exports. More recently 
it has been administered in a manner to promote peace and win friends and 
allies for the United States among the family of nations. At present it has 
become just another tool of international pragmatism, along with the foreign- 
aid program and the world trade fairs, to “score points” against the Russians 
in the “cold war” to court favor and alliances with “uncommitted” nations. 

The domestic industries, many of which have the roots of their beginnings 
back at the start of the American industrial revolution which was the birth of 
the strength of the United States, deserve much more than the role of pawns in 
the chess game of international politics. Skilled American workmen in these 
industries who have devoted their lives to the precision crafts which have 
built a strong America—world leader in technology and achievement at the close 
of World War IIl—have a right to demand that their Government refrain from 
action that will abolish their jobs and weaken their country. 

The trade program of the United States should be administered in fairness 
and equity to all segments of the people. The dangerous and binding interna- 
tional commitments, which remove the congressional authority to regulate our 
tariff and trade as decreed by the Constitution, should be avoided. Regu- 
latory authority over tariff and trade should be returned to the Congress, a body 
that is constituted to be responsive to all of the peoples. 

In summary, these sections of the Scientific Apparatus Makers Association 
respectfully recommend : 

1. That the Trade Agreements Act be extended for a period of 1 year. 

2. That only the residuary authority of the President to reduce tariffs be 
extended for this period, and no new tariff-reducing authority be granted. 

3. That the “escape clause” provisions of section 7 be strengthened to effectively 
protect damaged domestic industry by: 

(a) Making the findings of the Tariff Commission final unless altered by a 
joint resolution of the Congress, and 

(b) Strengthening the quota provisions to permit their use in promoting fair 
competition in those cases wherein tariffs cannot provide an adequate remedy. 

4. That the “defense industries” amendment be strengthened and administered 
in a manner which will insure the preservation in this country of those produc- 
tion facilities and critical skills which are essential to the mobilization base and 
defense posture of the United States in time of emergency. 


OpTICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., February 6, 1958. 
Mr. Leo H. Irwin, 
Clerk, House Ways and Means Committee, 
New House Office Building, Washington, D.C. 


Dear Mr. Irwin: The Optical Manufacturers Association is a trade association 
whose members produce in excess of 90 percent of the dollar volume of the 
ophthalmic products produced in this country. 

Since this industry is recognized as being essential to the national security in 
time of war, and to the public health, the members of this association are opposed 
to the 5-year extension of the Trade Agreements Act and the proposed tariff- 
cutting powers. 
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The importations of ophthalmic products, namely, ophthalmic frames and 
lenses, have been increasing at an alarming rate and, because of the tremendous 
labor rate differentials, it is impossible for the domestic manufacturers to com- 
pete. For example, the rate in this country is 9 times that of the lowest paid 
foreign competitor and 4 times that of the highest paid competitor. 

Also, the armed services of the United States purchase annually large quanti- 
ties of the products produced by the domestic manufacturers and it is important 
to the national security that such an essential and technical industry be main- 
tained at a high level of efficiency to meet any emergency. 

Thank you. 


Sincerely yours, 
CHARLES F. Oppy, 
Secretary-Treasurer. 


EASTMAN Kopak Co., 


Rochester, N. Y., February 20, 1958. 
Congressman WILBUR MILLs, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 
DEAR Mr. CONGRESSMAN: In connection with the hearings now being held on 
bill H. R. 10368 to extend the Reciprocal Trade Agreement Act I would certainly 
like to urge your support of this legislation, which I believe is of great impor- 


tance to the overall economy of this country as well as to our own export 
business. 


It seems to me obvious that, so long as the United States continues as the 
dominant foreign trading nation in the world and to export a substantial per- 
centage of our national output, we must encourage reciprocal trade rather than 
to forever try to close the dollar gap with foreign aid. 

Admittedly some industries are being adversely affected and will continue 
to be by imports of goods from abroad. This holds true of some segments of 
our own business but over all a strong and healthy export trade is essential 
to our economy. I believe the provision in the bill for the relief of certain 
specific situations will take care of most of the real hardship cases. 

Incidentally, as I am sure has been pointed out to you, if and when the Com- 
mon European Market comes into effective operation we shall be more than 
ever in need of the bargaining facilities which the reciprocal trade agreement 
gives us. 


Sincerely yours, 
Epwarp P. Curtis. 
The CuHarrmMan. Our next witness is Mr. James S. Schramm. 
Please identify yourself, Mr. Schramm, by giving your name, ad- 
dress, and the capacity in which you appear. 


STATEMENT OF JAMES S. SCHRAMM, EXECUTIVE VICE PRESIDENT, 
J. S. SCHRAMM CO., BURLINGTON, IOWA, REPRESENTING NA- 
TIONAL MERCHANTS ASSOCIATION 


Mr. Scuramm. My name is James S. Schramm. I am executive 
vice president of the J. S. Schramm Co., a department store in Bur- 
lington, Iowa, established by my grandfather in 1845—113 years 
ago. 

The Cuarmman. Mr. Schramm, can you complete your statement 
in the 20 minutes we have allotted to you? 

Mr. Scuramm. Less than that, I think, Mr. Chairman. 

The CuarmrMan. Fine. You are recognized, sir. 

Mr. Scuramm. I am appearing today for the National Retail Mer- 
chants Association, a voluntary trade association representing more 
than 10,000 department, specialty, and chain stores. ‘The members of 
NRMA do an annual volume in excess of 1714 billions. As a mem- 
ber of the board of directors of that association, I am happy to appear 
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before this committee and to express the hopes of the retailers of 
this country that the Congress will not only extend but strengthen 
the Reciprocal Trade Agreements Act. 

Retailers are the sparkplugs of our economy. When the flow of 
goods across the retail counters slows down, the machinery of produc- 
tion must grind toa stop. It makes little difference how much is pro- 
duced. How much is sold is the controlling factor in determining 
whether our economy is to go forward or remain static. 

Moreover, retailers are the first to sense a change in consumer atti- 
tudes, consumer spending. We retailers have a very strong feeling of 
responsibility to the consuming public. They are our customers. We 
know their wants and must satisfy them. And, although I am speak- 
ing today in behalf of retailers, we think we can speak quite accurately 
for the buying public—our customers and the real bulk of your con- 
stituents. And, lest the point be overlooked, et I say that our 
customers want the newest, most interesting and best quality mer- 
chandise obtainable at the lowest possible price regardless of what 
nation in the free world produces it. 

Since 1949 the NRMA, formerly known as the National Retail Dry 
Goods Association, has been working diligently to open the channels 
of trade between the countries of the free world. Nine years ago we 
published a report that became a best seller throughout the world. 
This report stated clearly the goods the retailers of the United States 
wanted to buy abroad. In addition, it set forth other details such as 
size, color, price, delivery dates and other important information that a 
foreign producer needed to know in order to intelligently tap this 
great market. 

Since that time the association has gone on record officially advo- 
cating freer trade and the elimination of the many barriers that 
prevail. Last year the official policy statement of the association 
read in part: 

A sound and expanding foreign trade policy is essential to the economic welfare 
of the United States, to its security and to the security of its friends and allies 
abroad. * * * The concept embodied in the Trade Agreements Act, of reciprocal 
and gradual reduction of tariffs, should be continued. 

Just a few weeks ago at its annual meeting the membership of the 
association voted the adoption of the following principle: 

Convinced that a healthy and expanding world trade is a prerequisite to 
peace and a sound economy, we urge that the Reciprocal Trade Agreements Act, 
which expires on June 30, 1958, be extended for 5 years and that the Organiza- 
tion for Trade Cooperation by adopted by the Congress. 

These policy statements do more than express the business interests 
of the Nation’s retail merchants and the economic interest of their 
customers—the consuming public—in a reduction of tariffs and an 
expansion of world tade. They reflect our confidence in the ability 
of our economy to absorb a greatly increased volume of imports and, 
where these imports heighten competition, to adjust effectively to 
meet that competition. But, above all, these policy statements reflect 
the convictions of retailers that both the economic strength and the 
political survival of the free world depend on expanding trade and 
commerce between the United States and other free nations. 

There is another significant implication in the fact that I stand 
before you today representing over 10,000 leading retailers, large and 











628 RENEWAL OF TRADE AGREEMENTS ACT 


small, doing over $27 billion worth of business annually, urging a 
5-year renewal of the reciprocal trade agreement. My presence here 
indicates that retailers today are increasingly aware of three things: 

First, we are aware of the basic changes taking place in the field 
of distribution today. Competition in retailing is getting tougher. 
Retailers are more sensitive to consumer demands, more responsive to 
changes in public attitudes. And our import-export business is a real 
factor in our businesses today. 

Second, we are aware of the impact of Government and politics 
in the daily volume and profit aspects of retailing. More than ever 
before retailers all over the country are concerning themselves with 
other governmental problems than just taxes. They have a far greater 
interest in and respect for the important role you as elected representa- 
tives play in the destinies of their businesses and their lives. 

An third, there is a new quality of statesmaship in retailing today. 
Spokesmen for retailers are showing more and more genuine concern 
in the long-range problems of national interest. They are displaying 
more courage of their convictions and more foresight. 

Now may I be more specific? 

I am not the least bit impressed with the argument about the gap 
between wages in this country and wages abroad. 

How can we be impressed with an argument that focuses on only 
one statistic in the comparative cost accounts of the countries involved ? 
The competitive ability of American enterprise must be measured by 
comparative productivity, which involves a great deal more than wage 
rates. 

I know that fact asa businessman. And asaretailer I am particular- 
ly aware of the productivity gap in distribution. The United States 
excels in high productivity, in both production and distribution. 

The American people deserve a foreign trade policy that is con- 
sistent with their economic capabilities and with their quest for an 
ever-rising standard of living. The American people deserve a foreign 
trade policy that is also consistent with their quest for greater security 
in a world threatened by war. 

If the Congress makes the Trade Agreements Act any more restric- 
tive in its effect on trade than it already is, such legislation will mean 
only that the majorities in House and Senate did not see what to me 
are the clear demands of the Nation’s interest. It will mean that they 
lost sight of the essence of the vitality of the American free enter- 
prise system and of the growth potential of the American economy. 

No retail firm, if it wants to stay in business, can be static. Neither 
can any producer of manufactured goods be static and still expect to 
prosper. The same applies to a nation. A Maginot Line approach 
just won’t do in defense policy, and it won’t do in economic policy 
either. But that is what we would be getting from a trade policy 
that builds barriers to expanded foreign commerce. 

The reports we get back home in Iowa indicate that the trade agree- 
ments bill the administration has sent to the Congress is in for real 
trouble. Why? Because a majority of the Congress is said to believe 
that there isn’t enough protection for American enterprise against 
import competition. 

n what is this fear of foreign competition based ? 
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Certainly not on the record. The record shows that the American 
economy has benefited greatly from an expansion of its trade with the 
rest of the world. The record shows that the American economic 
system has nothing to fear from foreign competition, that the high 
wages of the American worker are not endangered by imports pro- 
duced by labor working at much lower wage rates. 

The whole history of the trade agreements program over the past 
quarter of a century is strewn with claims of threatened calamity if 
tariffs are cut. Some of those claims came from industries whose own 
production, sales, and export record makes those companies look rather 
ridiculous against the background of their cries of anguish. Some of 
those claims came from industries, or, more accurately, from certain 
companies in those industries which have encountered economic diffi- 
culties. But in a large number of cases those problems were due 
primarily to factors other than import competition. 

To be sure, there many be some instances in which it can be proven 
that tariff concessions have led to expanded imports which have been a 
factor in injuring production of some local manufacturer. In those 
cases I would say that ways and means must be found to alleviate the 
a: Let it be remembered, however, that while a handful of firms 
may be hurt by imports the vast majority of the people of the United 
States have benefited enormously by our reciprocal trade policy. 

I am opposed to the use of quotas under any circumstances, and I 
believe that measures other than increased tariffs should be explored. 
To turn to the tariff as the instrument of relief from foreign competi- 
tion is to grant to the less efficient American producers a subsidy paid 
for by the consumer. And, because of the impact on our export trade, 
the cost to the country would be still higher. 

We hear a good deal about the displacement of American labor in 
industries or firms which claim to be hurt by imports. Our Secretary 
of Labor has said that the number of workers in such firms may total 
1 or 200,000 at the most, while the labor force manufacturing and ship- 
»ing goods for export or handling imported goods totals 4 to 5 million. 
Hadn't we better ask the questions “What’s hurting?” and “Who’s 
suffering the most?” 

What are we going to do with our enormous production potential ? 

We retailers can’t sell all that the United States can produce. If 
labor is to be more and more gainfully employed, if United States 
production is to grow, our standard of fiving rise, aren’t we forced to 
find foreign markets? 

Reciprocal trade is the only answer to the demands of our dynamic 
American productive capacity. Need I remind you that right now we 
need more markets for our goods? Weneed customers. We also need 
jobs for American labor. Gentlemen, if you make it harder for us to 
sell abroad you will be creating more unemployment, lowering of 
production, and hurting retail business . 

The American consumer deserves a foreign trade policy in his inter- 
est. He should certain not be given a foreign trade policy any less 
liberal than the one provided for in the bills now under consideration 
by your committee. 

The American consumer wants more and more variety in the goods 
at his disposal in the retail shops of the Nation. Variety is the spice 
of life. It was a search for spices, in fact, that led to the discovery 
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of America in the first place, and the American people are today 
searching for the spices of an ever richer life. I don’t want to see that 
search end. Rather, I want to see it facilitated by Government policy 
in every field, and it is for that, among many other reasons, that I urge 
the Congress to adopt a forward-looking foreign trade policy that 
serves the national interest in every respect. That national interest is 
the standard I want to see placed at the masthead of United States 
policy in the field of foreign trade. 

Now one last point. ‘To be sure, we retailers are concerned about 
our business, but we are even more concerned about our national 
security, about the mounting conflict between Russia and the free 
world. Our competitive backs are up over Russia getting the jump 
on us in space missiles. We don’t want them to succeed in their 
economic penetration of foreign countries who are our friends or 
potential friends. 

The Secretary of Commerce has told you, “It’s either more trade 
or more trouble.” 

I don’t know of a single authority on the subject of international 
relations or economics who disagrees. Here is an orbit we dare not 
concede to Russia. The economic strength of the United States is still 
unsurpassed. Your prompt and full support for the proposed recipro- 
cal-trade agreements legislation will keep us ahead. Anything less 
would put Russia ahead in what well may be the last area of conflict 
before the end. 

Thank you. 

The Cuarrman. Are there any questions of Mr. Schramm? 

Mr. Boses. Mr. Chairman ? 

The Cuarrman. Mr. Boggs will inquire, Mr. Schramm. 

Mr. Boces. I do not have any questions, but I do not want this oppor- 
tunity to pass without congratulating this witness on the very splendid 
statement he made. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. On the bottom of page 1 you make this statement: 


* * * our customers want the newest, most interesting and best quality mer- 
chandise obtainable at the lowest possible price regardless of what nation in the 
free world produces it. 

That is a very, very colorful and intriguing statement. 

Who are your customers? You say your customers want these 
things at the lowest prices and so forth. Who are your customers? 

Mr. Scuramm. The customers of the leading department stores, 
specialty stores, and chain stores of the United States. 

Mr. Mason. They are workers in American factories; they are 
workers in American mines; they are farmers and so forth, are they 
not? 

A sewing-machine factory in my district, employing 500 men, went 
out of business 2 years ago. Another sewing-machine factory in 
Rockford, Ill., employing 700, went out of business 2 years ago because 
of imports. 

Those customers of yours without a job cannot buy goods, can 
they ? 

Mr. Scuramm. Those customers without jobs cannot buy goods; 
that is true. But there are vastly more customers of ours who are 
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engaged and derive the benefits of reciprocal-trade agreement, it seems 
to us, than there are who suffer. 

me Mason. You said you are against quotas of all kinds, did you 
not 

Mr. Scuramm. Yes. 

Mr. Mason. We have a quota on wheat imports. Would you do 
away with that? 

Mr. Scuramm. As far as the general principle goes, we oppose 
quotas of all kinds. 

Mr. Mason. However, you would not do away with that specific 
quota, would you, where it is to protect our farmers from the imports 
of wheat, because they are supposedly in pretty bad shape right now? 

Mr. Scuramm. Our relationships with Canada are also in rather bad 
— I am afraid, and I think this has to be weighed one against the 
other. 

Mr. Mason. I am more interested in the welfare of our own people 
than in the welfare of Canada or our relationships with Canada or 
any other nation. It seems to me that we should take care of our 
own first, and then, if our relations are not in good shape with Canada 
or any other nation, if we take care of our own maybe we can take care 


‘of our relations, too. 


That is all, Mr. Chairman. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Schramm, I assume that you have given the 
committee this morning a viewpoint, to some extent, and to a great 
extent, of the consumers of the United States in this regard. If the 
consumers of the United States can get a good article at a much lower 
price or get the same article at a much lower price, that will increase 
their standard of living and help with their contentment. Speaking 
from the consumer’s standpoint, is that not correct ? 

Mr. Scuramm, Yes. 

Mr. Exseruarter. I think that isa very important point. Too often, 
Mr. Schramm, in these hearings we hear from some small manufac- 
turer or somebody like that who always talks about the competition 
he gets, but he never thinks about the thousands of consumers who 
would be affected by these quotas and these import duties that raise 
the prices and lower the standard of living in the United States. 

ou are speaking on behalf of the consumers to a great extent, are 
you not, Mr. Schramm ? 

Mr. Scuramm. We feel that we can speak in behalf of the con- 
sumers because we feel we are closer to them than probably any other 
body a people, and we do believe that we can speak for them ac- 
curately. 

Officially, of course, I am speaking for the largest trade association 
of retailers in the United States and probably the biggest one any place 
in the world. 

Mr. Exseruarter. I want to join Mr. Boggs in congratulating you 
on your statement. 

The Cuarrman. Mr. Reed will inquire. 

Mr. Reep. If I understand you, you figure that the purchase of a 
foreign product lower in price than the American price is practically 
all saving to the consumer. Is that your position? 

Mr. Scuramm. I would not say this is true in every instance. 
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Mr. Reep. In the general majority of cases would you say it is 
true? 

Mr. Scuramm. We believe in free competition, and we believe that 
our consumers want the best merchandise they can buy at the lowest 
prices, and they are not nearly as concerned with where it comes from 
or what country manufactures it, by and large, as some would lead 
us to think they are. 

Mr. Reep. However, you still think that they should have the op- 
portunity of buying their goods from any source where it is cheaper 
than the Americans goods ? 

Mr. Scuramm. I said goods manufactured in the free world. 

Mr. Reep. Yes. 

If the American producers are forced to lower their prices, either 
their profits or wages or both have to suffer, do they not ? 

Mr. Scpramm. Yes. 

Mr. Reep. I have been quite interested in this presentation of yours. 

If the profits drop, then the firm pays less Federal income tax. 
That is true, is it not? 

Mr. Scuramm. Yes. 

Mr. Reep. The corporate income tax is 52 percent. It may remain 
so. Thus, for every dollar that business profits decrease the con- 
sumer will have 50 cents of Federal tax he will have to pay directly 
to this. That is true, too, is it not? It has to be paid up somehow. 

Mr. Scuramm. I presume it may be true. I am not sure that it is 
absolutely. 

Mr. Reep. Then you have to add the reduced State and local taxes 
for failing businesses, and less generous gifts to charity. So it is 
not all saving to the consumer. 

Another point that was stressed by Mr. Mason here is that your 
consumers and producers are the same here. The minute that you 
destroy the jobs of people, then the purchasing power of our people, 
to that extent, is gone. 

Thatisall. I wanted to get that on the record. 

Mr. Boaes. Mr. Chairman ? 

The Cuarrman. Mr. Boggs will inquire. 

Mr. Boces. You referred to the statement made by Secretary 
Weeks. In connection with the line of examination by Mr. Mason and 
my good friend Mr. Reed, I might point out for the record that 
Mr. Weeks said—and quoted figures—that there were more than 414 
million people directly affected in their jobs as a result of our export- 
import trade, and the highest figure that I have ever seen on jobs that 
might be affected if we had no tariff at all, or if we had a completely 
free-trade economy, has been about 500,000. 

So, using the very argument that Mr. Mason and Mr. Reed are 
making, the number of workers involved who would lose their jobs 
if we reversed our trade policy would be much, much greater than if 
we put on the highest tariff barriers that we might conceive of. 

I want to ask you one question. 

The retail business is a highly competitive business, is it not? 

Mr. Scpramm. Yes; it is. 

Mr. Boses. It is one where free enterprise really works; is that not 
right? 
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Mr. Scuramm. We believe it is. 

Mr. Boaes. Of course, any barrier that you erect here is reflected 
against free enterprise, is it not, because this is a government barrier ? 

Mr. Schramm. ft certainly is. 

Mr. Bocas. This is Government interference, where you put on a 
subsidy or a quota or a tariff, with free enterprise, is it not? 

Mr. ScurammM. We consider it so. 

Mr. Boaas. I was very interested to see that you and your father 
and grandfather before you have been in business for 113 years. So, 
obviously, you have been successful, have you not? 

Mr. Scuramm. Yes; we have. 

Mr. Boaes. You have seen many products come and go as a result 
of technological improvements, have you not? 

Mr. Scuramm. Yes. 

Mr. Boees. I presume that in your purchasing from suppliers and 
manufacturers, if you were not competitive, aan of the technological 
progress that has occurred in our country would not have occurred. 
Is that not right? 

Mr. Scuramo. It has to be so. 

Mr. Boeces. I presume that the horse-and-buggy man was very upset 
when his people lost jobs to Henry Ford and Buick and some of these 
other people who started making automobiles. Would you not think 
so? 

Mr. Scuramm. I don’t doubt it. 

Mr. Boees. I guess in the retail business, where the whole scheme 
of things has changed insofar as marketing is concerned, that a lot 
of people have lost their jobs there, have they not ? 

Mr. Scuramm. Yes; they have. 

Mr. Boggs. Is there any difference in retailing today and what it 
was 113 years ago when your grandfather started ? 

Mr. Scuramm. The basic principle still applies, but there is a vast 
difference. It is a far more competitive activity. 

Mr. Boges. As a matter of fact, in the export trade has not one of 
the great items that we have exported to other countries of the world 
been our retail methods ¢ 

Mr. Scuramm. They are just beginning to be picked up, and our 
association is active in that field. They have been very slow to develo 
the new techniques of retailing that have been developed in this 
country. 

Mr. Bocas. Actually we have quite a stake in that, do we not? 

Sears, Roebuck, for instance, have a lot of stores abroad, do they 
not ¢ 

Mr. Scuramm. They havea great many. They are very successful. 

Mr. Boaes. Do any other American retailers have stores abroad ? 

Mr. Scuramo. I think others have interests abroad, but none that 
I know of that are as extensive as Sears, Roebuck. 

Mr. Boges. I might say that I went through a Sears, Roebuck store 
in Peru, and there they were doing a tremendous job of developing 
our methods of retailing and of using techniques that are very new 
to Peru, which did a lot to improve relations between our country and 
that country. 

Mr. Scuramm. As this develops, of course, Mr. Boggs, it creates a 
larger demand for the products of our American labor. 
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Mr. Boaes. Exactly. 

I might point out that there was a tremendous demand developed, 
for instance, by Sears, Roebuck for washing machines and dishwashers 
and appliances of all types which, prior to their arrival there, had 
been very difficult to obtain. 

I have no further questions, Mr. Chairman. 

The Cuatrman. Mr. Simpson will inquire, Mr. Schramm. 

Mr. Suwpson. Mr. Schramm, some remarks have been made regard- 
ing removing all our restrictions against imports. Do I understand 
that you favor further reducing the barriers we have today ? 

Mr. Scuramm. Yes. 

Mr. Sumpson. In the area specifically affecting Iowa ? 

Mr. Scuramm. The National Retail Merchants Association believes 
in a gradual further reduction of tariffs and barriers to trade. 

Mr. Smrson. I would like to talk to Mr. Schramm and ask him if 
he believes in reducing the barriers of those products which are being 
kept out of Iowa and thereby helping the farmers in Iowa. 

r. Scuramm. I can think of few, if any, areas where it would not 
be, in my judgment, better for us to lower tariffs than raising them. 
However, [ am not an expert in commodities or in the details of this. 

Mr. Suvpson. You are appearing here as an expert representing 10,- 
000 retail people that you told us about, and I asked you about the one 
closest to you—whether you would favor specifically the elimination of 
the quotas that forbid the free importation of wheat into the United 
States. Do you favor that ? 

Mr. Scuramm. I cannot say whether I would. 

Mr. Sruupson. You mean you will not say whether you favor it or 
oppose it ? 

Mr. Scuramm. I can’t say whether I would oppose it completely. 

Mr. Srmpson. If we lifted it, it would mean very serious trouble to 
farmers in Iowa. 

Mr. Scuramm. It would in some. 

Mr. Sruupson. You would not object to that? 

Mr. Scuramm. I am convinced that agriculture, by and large, would 
benefit by lowering tariffs rather than raising them. 

Mr. Simpson. You are advocating a lowering of tariffs and lowering 
the quotas on agricultural products? 

Mr. Scuramm. Yes. 

Mr. Srupson. I would like to repeat, because it is quite important; 
you would favor the reducing of import quotas and lowering of tariffs 
on farm products in the United States ? 

Mr. Scuramo. Yes. 

Mr. Srupson. I really am surprised at that information, but I appre- 
ciate the candor of your remark. 

Mr. Scuramm. A great many of my farm friends agree with this 
and are in support of the reciprocal trade agreements. 

Mr. Stmupson. I cannot think of any one thing that would cause more 
unemployment than you have now in the State of Iowa and that area of 
the country than to permit greatly increased importation of farm prod- 
ucts from the world supply. 

However, let me talk about another subject. 

Mr. Mason. Would you yield there for a question ? 

Mr. Srmpson. I yield. 
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Mr. Mason. It has been estimated that if all restrictions were taken 
from the importation of agricultural products more than 500,000, 
almost a million farm workers would be affected. So what becomes of 
the 500,000 ? 

Mr. Stmpson. I am sure that this particular store out in Burlington, 
Towa, would suffer. 

Task you this: 

On page 3 you refer to the fact that you are not the least bit im- 
pressed by the argument about the gap between wae in this country 
and the wages abroad. Is that a correct statement 

Mr. Scnramm. That is correct. 

Mr. Srupson. Have you appeared before other committees of the 
Congress with respect to wage-and-hour legislation ? 

Mr. Scuramm. No. 

Mr. Srupson. Do you have an opinion on wage-and-hour legisla- 
tion ? 

Mr. Scoramm. No; not that I know of. 

Mr. Simpson. Are you in favor of extending the wage-and-hour 
laws to retail stores? 

Mr. Scuramm. No. 

Mr. Stmpson. Why? 

Mr. Scuramm. Because we believe that it is a matter that should 
be handled by the States rather than by Federal legislation. 

Mr. Stmeson. You want the Federal Government to regulate tariffs 
and so on, but you do not want the Federal Government to regulate 
wages and hours with respect to the operation of your own business? 

Mr. Scuramm. Yes, 

Mr. Smrrson. Is it admitted that, if the Federal Government did 
regulate wages upward under the wage-and-hour law, that would in- 
crease the costs of your operation of business ? 

Mr. Scuramo. Yes. 

Mr. Smuwpson. And it would make it more likely that you would buy 
the cheapest that you can, namely, from abroad ? 

Mr. Scuramm. Well, we will always buy the cheapest goods we can. 

Mr. Supson. Then you are impressed with the argument about 
the gap in wages in this country and abroad, and you are trying to 
keep the wages in this country low? 

Mr. Scuramm. We are not trying to keep wages in this country 
ower. 

Mr. Simpson. You are not ? 

Mr. Scuramm. No. 

Mr. Srvrson. But you oppose the Federal Government’s extension 
of its law on wages and hours to your trade? 

Mr. Scuramm. This doesn’t necessarily mean that wages are goin 
to be lower by reason of local control of this than by Federal control. 
It is going to Es more equitable. 

Mr. Stmpson. Are you advocating it in your State legislature ? 

Mr. Scuramm. Iam not personally. I am not advocating anything 
in our State legislature. 

Mr. Simpson. You are against wage-and-hour regulation from the 
Federal-law standpoint and also from the State? 

ae ScHRAMM. Whether it be on the State, the question hasn’t been 
raised. 
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Mr. Suwpson. Youcan raise it. Youcould raise it. 

Mr. Scuramm. We don’t think that it is necessary to extend Federal 
wage-and-hour legislation to retailing at all. 

Mr. Sumpson. That is right. Now I have the answer. You op- 
pose it with respect to your own business. 

Mr. Scuramm. With respect to retailing and service trades. 

Mr. Simpson. And you are a retailer. 

Mr. Scuramm. Correct. 

Mr. Suupson. So you oppose it with respect to your own business, 
and, therefore, it seems to me that you are impressed with respect 
to the argument about the gap betweeen wages in this country and 
wages abroad, because if we put wages up and you are forced to in- 
— the costs, it would seem to me that you are going to buy more 
abroad. 

Mr. Scuramo. I can’t agree that that is the sequitur, but it may be, 
Mr. Simpson. 

Mr. Sraeson. Then perhaps it is the other way. 

If we keep wages low you have to buy abroad in order to make a 
profit. How is that? 

Mr. Scuramm. Our wages, the wages of our retail employees, we 
think, are not related directly to this matter of tariffs and barriers to 
world trade. 

Mr. Simpson. I am the one that is relating it. 

You have suggested here that it makes no difference what the for- 
eigner gets for producing an item with respect to what it costs us to 
produce that same item, and I am trying to make the point that if 
you keep wages lower in your own store you are going to buy around 
the world, to buy the cheapest possible, and you are going to tend to 
keep the wages in that foreign country as low as possible, too. 

Mr. Scuramm. We are going to buy the best merchandise at the 
lowest prices we can, always, regardless of any costs of overhead. 

Mr. Soweson. Thatisall Ihave. Thank you. 

The Cuarrman. Mr. Schramm, we thank you, sir, for coming to 
the committee and giving us the benefit of your views and those of 
the organization you represent. 

Without objection, the committee will adjourn until 1: 30 this after- 
noon. 

(Whereupon, at 12: 15 p. m., the committee adjourned to 1: 80 p. m., 
this same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will please come to order. 

Our next witness is Mr. A. B. Sparboe. 

For purposes of the record, will you give us your name, address, 
and the capacity in which you appear ? 


STATEMENT OF A. B. SPARBOE, VICE PRESIDENT, PILLSBURY 
MILLS, INC., MINNEAPOLIS, MINN., ON BEHALF OF CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Srarsor. My name is A. B. Sparboe; I am vice president of 
Pillsbury Mills, Inc., Minneapolis. I appear on behalf of the Cham- 
ber of Commerce of the United States to present its views on renewal 














RENEWAL OF TRADE AGREEMENTS ACT 637 


of the Reciprocal Trade Agreements Act. I am a member of its for- 
eign commerce committee. 

The Chamber of Commerce of the United States is a national fed- 
eration of over 3,300 trade and professional associations and State 
and local chambers, with an underlying membership of 2,500,000 busi- 
nessmen and over 21,000 direct business members. 

The chamber membership has supported the reciprocal trade agree- 
ments program for the past 24 years. 

It is with sincere regard for the diverse and sometimes conflicting 
interests of our membership that we have sought a common denomi- 
nator to serve as the basis of our recommendations. 

This common denominator is the national interest. 

The concept of the national interest in trade policy must start with 
the principle that the objective is to strengthen the national economy. 
Beyond that, the national interest must be concerned with the rela- 
tion of trade to the defense and security of the United States, including 
its effect on foreign relations. 

The legislation before you—H. R. 10368 and other identical bills— 
would renew the Reciprocal Trade Agreements Act with certain 
changes. The national chamber makes the following recommenda- 
tions: 

1. That the act be extended for 5 years. This is essential for con- 
sistent adherence to a policy of expanding world trade. 

2. That the President be granted authority to lower tariffs on a 
gradual and selective basis in return for trade benefits from other 
countries. 

The alternative methods of reduction set forth in the bills appear 
sound. Under the first method, the President would be authorized to 
reduce a rate of duty by 5 percent for 5 successive years. He would 
be authorized to reduce a duty by this same total amount over a shorter 
period, but no reduction in excess of 10 percent of the July 1, 1958, 
rate could become initially effective any one year. 

Under the second method, the President would be authorized to de- 
crease the rate by not more than 3 percentage points ad valorem, but 
no reduction could be made initially effective in any one year which 
would exceed 1 percentage point. 

Under the third method, the President would be authorized, as at 

resent, to reduce an existing rate which is above 50 percent ad valorem 
aon to 50 percent ad valorem. Here, too, the reductions would be 
carried out gradually, with not more than one-third of the total reduc- 
tion to be made initially effective in any one year. 

The progressive, but gradual, removal of barriers to trade should 
proceed. in accord with the needs of businessmen conducting their trade 
in a free-enterprise economy. Action under this authority would, of 
course, be subject to the peril-point procedures of the law and to the 
usual seneatene safeguards. 

3. That the proposal not be approved which would authorize the 
President to raise duties as much as 50 percent above the rates of duty 
in effect on July 1, 1934, instead of 50 percent above the duties in effect 
January 1, 1946, as in present law. 

The present Trade Agreements Act already provides considerable 
authority in this direction. The new proposal would use as the base 
rates, as of July 1, 1934, those actually enacted in 1930—the highest 
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in our history. This would not seem to be realistic, necessary, or 
desirable. In some cases, the proposed authority, if applied, could 
permit an increase of several hundred percent above the actual rates 
now in effect. This would be particularly true of commodities where 
the 1930-34 rates were on an ad valorem or percentage basis. 

The very existence of such authority would increase the element of 
uncertainty in United States trade policy. To include in the act a 

rovision essentially capable of vitiating the program’s objective of 

ostering the healthy expansion of trade seems inconsistent. 

4. That the proposal for technical change in peril-point action 
directed to achieving more prompt and effective consideration o 
serious injury cases, be approved. 

The reciprocal trade agreements program is the means through 
which the United States is able to participate in cooperative measures 
to expand international trade by reduction of tariffs and other trade 
barriers on a mutually advantageous basis. International trade is a 
powerful weapon for peace. Moreover, it is essential to the continued 
expansion of the economy of the United States. It benefits the con- 
sumer, spurs long-term economic growth, and conforms to the spirit 
of a free-enterprise economy. 

The reciprocal trade agreements program as a basic segment of 
United States foreign economic policy faces two new challenges, bring- 
ing new urgency for maintaining effective negotiating power and 
making the extension of this act even more imperative. 


THE SOVIET ECONOMIC OFFENSIVE 


While not as dramatic as the missile race, the Soviet economic 
challenge is no less real. We cannot readily doubt this fact when 
Nikita Khrushchev so bluntly said less than 3 months ago: “We 
declare war upon you * * * in the peaceful field of trade. We de- 
clare a war we will win over the United States. The threat to the 
United States is not the ICBM, but in the field of peaceful produc- 
tion. We are relentless in this and it will prove the superiority of 
our system.” 

Expanding Soviet imperialism is taking the form of a centrally 
directed state-financed drive for economic penetration of the under- 
developed areas. We have seen it happening recently in Egypt and 
Syria, in the Middle East and in Indonesia, in the Far East. Unless 
checked, it would happen elsewhere in Asia, Africa, and Latin 
America. 

Millions of people, the oil of the Middle East, and the vast resources 
of Africa are in danger of being subverted or lost to the West. At- 
tractive trade facilities are being offered—including barter. Moscow 
is sending trade missions to any country which will receive them, 
especially the countries uncommitted in the East-West struggle. A 
rash of trade agreements between Communist nations and the free 
world was concluded in late 1957. Already this year, a Soviet trade 
representative offered Asian nations long-term trade agreements in 
all basic commodities. 

The Soviet bloc sold $2.1 billion worth of merchandise last year to 
the free world—an increase of 70 percent in 4 years. Our Government 
officials have pointed out that there is no technical or economic reason 
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why the Communist bloc cannot double or triple this volume within a 
very few years. In this way, Russia seeks to tie other areas in the 
Soviet orbit and to exploit the trade difficulties of the free world. 

It must be remembered that many of the countries friendly to the 
United States must trade to live. If they cannot trade with us on 
mutually agreeable terms, they will surely trade with others. 

The Reciprocal Trade Agreements Act, conceived as a means of 
easing the barriers to American exports and imports, has become a 
symbol of international trade cooperation. 


THE EUROPEAN COMMON MARKET 


On January 1, 1958, the European common market became a reality. 
United States exports to the six European common market countries 
are running at about $3 billion a year. Our private direct invest- 
ment in these countries already totals over $114 billion, with new 
direct investments (excluding reinvestment) taking place at an an- 
nual rate of about $250 million. 

The threat of being shut out of traditional European markets by 
high tariffs is of acute concern to United States businessmen. The 
gradual elimination of trade barriers among the six common-market 
countries, coupled with the maintenance of a common tariff against 
the outside world, will place American exporters to the area at an 
increasing disadvantage vis-a-vis their competitors within these 
countries. 

Many ae United States industries plan a partial shift from 
exporting to the area to investing within the area by setting up 
branches or subsidiaries in Europe or by licensing processes to exist- 
ing European firms. In this way, United States firms produce for 
the common-market area and at the same time avoid the tariffs which 
may be imposed against our exports to the common-market countries. 
American investment will be attracted also by the advantages of large- 
scale operation in a new market of 160 million consumers. 

But a continuing flow of United States foreign investment abroad 
cannot take place indefinitely unless earnings from such investments 
can be withdrawn in dollars. The longer-run solution must lie in 
expanded trade. The United States must be willing to import on a 
sufficient scale to enable other countries to meet dividend, interest, 
and amortization requirements, as well as to pay for the goods they 
currently buy from the United States. 

Both the initial and long-range loss to the United States economy 
can be offset only by effectively bargaining with the common market 
on a reciprocal basis. Representatives of the European common 
market have stated: “The European Economic Community stands 
ready to negotiate reductions in the common tariffs provided other 
countries meet us halfway.” 

Thus, it does not seem to be a time to remove or weaken the Presi- 
dent’s negotiating authority. 

As the world’s greatest trading Nation, the United States has a 
tremendous stake in maintaining the most effective negotiating au- 
thority and bargaining power possible. In 1957, for example, United 
States exports were valued at $19.5 billion, with imports amounting 
to $13.2 billion. 
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The United States consistently exports more than it imports. Gen- 
erally speaking, foreign countries can pay for United States goods 
only to the extent that they can earn dollars by selling to the United 
States. In recent years, however, a large part of the dollar dif- 
ference has been covered by various foreign assistance and mutual- 
defense programs. A consistent and continuous large export surplus, 
financed out of the tax revenue, is neither economic nor in keeping 
with the position of the United States as a creditor nation. 


THE ROLE OF EXPORTS 


The Department of Commerce has reported that in 1956 exports 
constituted 5.7 percent of the gross national product. Exports com- 
promise a much higher proportion of our production of movable 
goods—around 9 percent in 1956. It should be noted, of course, that 
much of the gross national product consists of services, construction, 
and retail distribution which are not by nature exportable. 

The percentage of our agricultural output exported is even higher 
than the comparable percentage of our nonfarm production, and 
hence substantially higher than the average for the economy as a 
whole. For agricultural producers the vital importance of export 
markets is beyond dispute. Even among those manufacturing indus- 
tries with below-average export ratios, a great majority depend on 
foreign markets for an important share of their sales, profits, and jobs. 

Primary manufacturing industries, such as iron and steel or non- 
ferrous metals, have a total interest in export markets which is larger 
than their direct interest because a significant part of their production 
is processed by other industries and exported in some other form. 


THE IMPORTANCE OF IMPORTS 


It must be remembered that in addition to increasing the dollar 
exchange available abroad for potential buyers of United States ex- 
ports, our import purchases improve our own scale of living, increase 
the range of free choice available to American consumers, and reduce 
the prices at which the merchandise is available to consumers. Thus, 
the United States economy as a whole benefits from reductions in cost 
or improvements in design which actual imports have created or 
potential imports have stimulated. Such increases in efficiency reflect 
the power of competition to create better products at lower costs. 

A primary national economic gain from foreign trade centers in 
the imports for which our exports are exchanged, as well as in the 
sale proceeds from the latter. This may readily be understood by an 
examination of the character of our imports. Despite the fact that 
this Nation is perhaps the most nearly self-sufficient of all, there are 
many items which must be imported. 

In the aggregate, the value of United States imports in 1956 was 
equivalent to about 3 percent of the gross national product, or to a little 
over 6 percent of the estimated value (at early stages of distribution) 
of movable goods purchased in the United States. Directly or in- 
directly, imported goods are in daily use in virtually every American 
home, factory, and office, and the dependence of United States indus- 
try upon imports of many strategic materials is such that they are 
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essential to keep factory wheels turning and assembly lines moving. 
Imports provide 10 percent of the raw materials that American indus- 
try needs to turn out everything from automobiles to space rockets. 
Without tin, nickel, manganese, chrome, and cobalt—most of which 
are imported—whole industries would be seriously affected. 


THE PROBLEM OF COMPETITIVE IMPORTS 


Criticism of the Reciprocal Trade Agreements Act has centered 
largely on the matter of serious injury to domestic industries by com- 
petitive imports. The extent to which American producers may be 
adversely affected by imports at a particular time cannot be erry 
determined without a detailed analysis of the firms and products in- 
volved. While the producers who may be affected adversely by im- 
ports represent a relatively small segment of American production, 
they are nonetheless an important segment and the incidence of in- 
jury cannot be Rareeasiiel It is therefore vital that a means for 
affording reasonable relief for injury to such producers be continued in 
the law. 

For this reason also, the chamber has stressed the need for the 
gradual and selective adjustment of tariffs, with provision for modifi- 
cation or withdrawal of concessions in order to deal with unforeseen 
developments seriously injurious to domestic producers. 

We believe that proper safeguards exist in the present law and that 
tariff relief for industries during a period of adjustment is adequately 
provided. The proposal (section 4 of the bills) to speed up escape- 
clause action is a desirable one. In all cases, determination of injury 
due to imports should be judged in the light of the national interest. 
Only in this way can the sound objectives of reciprocal trade be at- 
tained, and all segments of our economy best be served. 


CONCLUSION 


The chamber strongly urges that the Reciprocal Trade Agreements 
Act be renewed in a form to assure the effective achievement of its ob- 
jectives. Not todoso will be at our own peril. 

The Cuarrman. Are there any questions? 

Mr. Simpson. Mr. Sparboe, are you testifying for the United States 
Chamber of Commerce, the Chamber of Commerce or the Foreign 
Commerce Committee, or all of them together ? 

Mr. Srarsor. I am speaking on behalf of the United States Cham- 
ber of Commerce. 

Mr. Suseson. And you are a member of the Foreign Commerce Com- 
mittee ? 

Mr. Sparsor. That is correct, sir. 

Mr. Sumerson. Has the United States Chamber of Commerce taken 
a poll recently with respect to this matter of reciprocal trade agree- 
ments ¢ 

Mr. Sparsor. A national referendum; no, sir. 

Mr. Stimpson. On what authority do you base your statement ? 

Mr. Sparsoer. It is according to the operation of the United States 
Chamber of Commerce, according to its bylaws whereby originally, 
in 1934, it went on record across the Nation. In 1946, I believe there 
was areferendum. 

Mr. Stmpson. Was it 1934? 
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Mr. Sparsor. 1934. I believe the last time there was a national 
referendum was in 1946. Since then it has been in line with a policy 
which was originally pounded out through the foreign commerce 
committee, of which Dame a member. Then, when our proposed poli- 
cies are in shape in our committee, they work them up through the 
normal eae in the chamber for the final annual convention stage 
where they vote on policy proposals, preceded by 60 days’ notice of 
what they are to vote on. Policies are in effect for 3 years unless 
amended in the interim. Also, unless reaffirmed at the end of 3 years, 
they automatically expire. The chamber’s policy on trade agreements 
has been renewed periodically since 1934 after careful review each 
time. 

Mr. Stmpson. Am I to understand that everything you have told 
us has been approved at the annual convention of the chamber? 

Mr. Sparsor. According to our present setup, the United States 
Chamber of Commerce board has authorized this testimony in inter- 
pretation and implementation of chamber policy. 

Mr. Suwpson. What year? 

Mr. Sparsor. January ofthisyear. Iam noton the board. 

Mr. Suupson. This was based upon 1946 ? 

Mr. Sparsor. No; 1956 is the last policy. 

Mr. Smoupson. In 1956 you took a referendum ? 

Mr. Sparsor. No; it was voted on at the annual convention by the 
entire membership. 

Mr. Sumpson. Is that OTC? 

Mr. Sparsor. No, sir. 

Mr. Stupson. I am asking for the position. 

Mr. Sparsor. The chamber has no position on the OCT. 

There was a referendum held in 1956, a vote taken, and I will give 
you the exact vote. 

Mr. Sumpson. In what year was that? 

Mr. Sparsor. 1956. At that time, a national referendum was taken 
and the vote was 1,376 of the voting members for, and 1,200 against. 
That is a majority, but, in accordance with the by-laws and rules 
of the chamber, to be successful, a referendum must consist of two- 
thirds of those voting and also representing at least one-third of 
the total membership. It did not qualify under the two-thirds rule, 
but the majority were in favor of it. 

Mr. Srmupson. Was not the argument used that the OTC was essen- 
tial and necessary to carry out the reciprocal-trade Sg 

Mr. Sparsor. That was one of the arguments, as I recall. 

Mr. Smapson. What was the vote back in 1946 when you agreed 
by referendum to support reciprocal trade? I have the figure 2,443 
to 17. 


STATEMENT OF KENNETH H. CAMPBELL, MANAGER, FOREIGN COM- 
MERCE DEPARTMENT, UNITED STATES CHAMBER OF COMMERCE 


Mr. Campsetu. I am Kenneth H. Campbell, manager of the Foreign 
Commerce Department. 

The vote on the referendum taken in 1946 was 2,443 to 17. 

Mr. Stupson. You have taken no specific vote on that question, but 
in 1956 you took a vote on the question of approving or not approving 
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the OTC, and one of the arguments was that OTC was necessary to 
the conduct of the reciprocal-trade program, which had been endorsed 
by you so lopsidedly in 1946; and I am advised now that the vote was 
one-thousand-three-hundred-odd to one-thousand-two-hundred-odd in 
favor of OTC. 

Is it not of significance to recognize that great increase in adverse 
vote against this program from 17 in 1946 to 1,200 plus in 1956? 

Mr. Campsett. The membership voted to send OTC to referendum 
and voted to renew the chamber’s policy on trade-agreement programs, 
which, as such, was the basic policy. e had a policy on trade a 
ments and we have had a policy on trade agreements since 1934. This 
policy was up for renewal in 1956. 

In addition to this policy on trade agreements there was another 
proposal which would permit the chamber to endorse the OTC. The 
annual convention has voted to renew the policy on trade agreements 
for many years, and we are testifying on that policy today. At the 
annual meeting, the membership said they would like to send to refer- 
endum the proposal with reference to OTC. It was felt that there 
were very few people around the country who knew anything about 
the OTC and, therefore, there should be carried on an educational 
program with respect to the OTC. That is the reason for the ref- 
erendum. 

Mr. Stmpson. The fact remains that you have not had a referendum 
on reciprocal trade since 1946; is that correct ? 

Mr. Campsety. That is correct. 

Mr. Stimpson. Therefore, am I correct in assuming that your author- 
ity for testifying here today comes from that ? 

Mr. Campset.. No, it comes from the annual meeting of the cham- 
ber in 1956. 

Mr. Srupson. They acted upon what? Was it the recommendation 
of the Foreign Commerce Committee ? 

Mr. Sprarsor. The recommendations are circulated to all members 
at least 60 days prior to the annual meeting. Any chambers which 
are disposed to oppose any of the recommendations may do so. 

Mr. ranted I am interested in this because I am associated with 
a poey number of chambers of commerce. I have learned from some 
of them that they are amazed when they find that the chamber is in 
favor of this, because their organization is split by a large majority, 
and many groups are against the proposal at the present time. 

How is the Foreign Commerce Committee selected ? 

Mr. Sparsor. I think Mr. Campbell is the man who can answer that. 
He knows the mechanics of the chamber better than I do. 

Mr. Camppe.y. Each year, the President selects a new committee, 
and the President appoints the new members. Of course, we also have 
a Natural Resources Committee, a Manufacturing Committee, as well 
as many other committees, all of which are appointed by the Presi- 
dent. 

Mr. Stupson. The Foreign Commerce Committee is appointed by 
the President ? 

Mr. Campse.u. That is correct. 

Mr. Stmpson. And if the President is interested in foreign trade, 
then he would be most likely to select a committee that would carry 
out his policies; is that not correct ? 
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Mr. Camesett. Not necessarily, because the President tries to ap- 
point a committee that is fairly representative of various geographical 
areas. In other words, there is a geographical} distribution. 

Mr. Srupeson. Would you consider it an unusual circumstance if 
everyone with perhaps one or two exceptions were engaged in foreign 
commerce directly who served on the committee? 

Mr. Camppetit. Most of the committee members have interest in 
foreign trade, but some of the committee members do not agree with 
the reciprocal trade agreements program. 

Mr. Simpson. Will you agree with me that they were put on the 
committee because they were interested in foreign trade? 

Mr. Camrsett. I think they were put on because they were interested 
in foreign trade. 

Mr. Simpson. Will you agree with me that they had indicated ap- 
proval of this program before they were named, in years past? 

Mr. Sparsor. Since I have been on it, I have never been asked about 
my beliefs. 

Mr. Sumpson. I think the facts will show that the committee is made 
up principally of people who are engaged in foreign trade, and I just 
concluded that they support the program in part because of their 
close association with it. 

Mr. Campsett. May I make this one comment: While the members 
of the Foreign Commerce Committee might be interested in foreign 
trade, any policy proposal must be reviewed by the policy committee 
of the chamber, and, of course, that is made up of many diversified 
elements. They take a look at it as well as every other department of 
the chamber, and if any of them have objection to the policy which 
has been recommended by another committee, the committee with the 
objection can make its position known to either the Foreign Com- 
merce Committee and/or the policy committee of the chamber. 

In other words, if the manufacturing committee did not opprer 
of the proposal of the Foreign Commerce Committee, they could file 
their protest with the policy committee. 

Once the proposed policies have been cleared by the policy com- 
mittee, they are sent out to all of the organizational members 60 days 
in advance of the meeting, and they all have an opportunity to voice 
objections, make inquiries, etc. It is a very democratic operation. 

r. Sumpson. As a general rule, when one looks twice at the mem- 
bership of the committee endorsing a certain piece of legislation before 
this committee, if it is apparent that the individual has some personal 
reason for his concern about that type of legislation, I would suggest— 
and I will not go into minute detail—that the statement of the Forei 
Commerce Committee reflects substantially that the majority of the 
members of that committee stand to benefit in their own businesses 
from the extension of the reciprocal trade agreements program. 

Mr. Sparsor. Your observation is correct to the extent that you 
would expect to find farmers on the Agricultural Committee, and 
peo le engaged in farming activities; and re would expect to find 

ankers serving on a banking committee, and you would expect to find 

eople engaged in foreign trade serving on the Foreign Commerce 
eels That is not, however, to say that we are all in unanimity 
on certain merchandising policies. 

Mr. Srwpson. I suggest your procedure of irepelaning the opinion 
of the Foreign Commerce Committee into the expressed opinions of 
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the United States Chamber of Commerce as an organization is not 
conclusive so far as I am concerned. 

Mr. Campse.tt. May I make the point clear that Mr. Sparboe was 
here testifying on behalf of the Chamber of Commerce of the United 
States and not on behalf of the foreign commerce committee of the 
chamber but the national chamber itself, the parent organization. 
He happens to be a member of the foreign commerce committee. In 
our chamber operation, this matter is handled in the foreign commerce 
committee. 

Mr. Srmpson. With respect to the application of this reciprocal- 
trade program, you understand, of course, that every item upon which 
there is not a duty would be subjected under this extension, if granted, 
toa reduction, do you not ? 

Mr. Sparsor. Yes, sir. 

Mr. Stmpson. I assume you believe that there should be protection 
continued in some areas; is that correct? 

Mr. Sprarsor. By instinct, any man engaged in foreign commerce 
believes in the freest possible form of interplay between or among 
various countries; yes, sir. 

Mr. Stmpson. With respect to you in your business, does your in- 
stinct say there with respect to quota and duty presently on flour? 
Do you think it should be continued, increased, or decreased ? 

Mr. Sparsor. Do you mean on imports into this country? 

Mr. Stmpson. Yes, sir. 

Mr. Sparsor. So long as price supports exist, I do not see that you 
could possibly reduce the duty or the quotas or both because of the 
consequences if you did not have them. 

Mr. Srmpson. So you approve of a continuation of duty. 

Mr. Sparsor. The way you asked the question, I am compelled to. 

Mr. Srtmpson. Will you agree to an amendment to the bill which 
provides that under no circumstances, whether there is governmental 
interference with the domestic economy—for example, the application 
of the domestic program as is contemplated in section 22 of the wage 
and hour law, likewise, that within those areas, your duties should 
not be tampered with? Would you support such an amendment? 

Mr. Sprarpor. I am afraid that if there is such interference such as 
age domestic price-supports program in the United States, it would 

e unconscionable that you could expect to permit the American tax- 
payer to buy all of the surplus commodities in agriculture that would 
naturally find themselves into the United States from every part of 
the world by reason of the price guaranty. I do not see how the 
answer could be anything but in favor of certain controls as against 
that. 

Mr. Simpson. You did not answer my question. Perhaps I can 
rephrase it this way: With respect to agriculture, I appreciate you 
say if we did not give almost complete protection, guaranty provi- 
sions to agricultural support prices, we would be forced to absorb the 
world’s market. 

Mr. Sparsor. Yes. 

Mr. Stmpson. And I ask you the question now, would you support 
an amendment to the bill which makes it mandatory, a denial to the 
neyotiators, the right to consider those areas where the United States 
Government supports prices ? 

24093—58—pt. 1-42 
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Mr. Sparsog. I want to be absolutely accurate and tell you that I 
do not believe that I could say that the United States Chamber of 
Commerce has authorized me in any way to make a specific answer to 
that except that they, in general, favor a reduction of all of these 
rules that either create opportunities or to stimulate the tendency for 
these controls. 

Mr. Srupson. Do you mean reduction of support ? 

Mr. Sparsor. I mean any interference with the normal play of the 
market place. I believe that that would be true. 

Mr. Srupson. That would be support prices? 

Mr. Sparsor. I would not be pretending to talk for the agriculture 
committee of the chamber of commerce on this. 

Mr.Srurson. You might speak for your employer. 

Mr. Sparsor. What would you like to have me say on behalf of my 
employer ? 

Mr. Sroupson. Is your employer in favor of the reduction of sup- 
ee prices which provide an artificial barrier to protect him in his 

usiness? If you utilize section 22, you will find that it has duties 
there. 

Mr. Sparsor. You are either for or against a principle, and I guess 
if you are for these strictly competitive principles in foreign com- 
merce, which you have to be or you are a dead buck, and being a for- 
eign trader, I am supposed perhaps to be more freely inclined on that 
line than anyone afflicted with ant other restrictions. I am com- 
pelled to tell you that the average man in the exporting fraternity, 
whether it is flour, fats, or oils, or what have you, realizes that it 1s 
impossible to move these surpluses abroad except in the market, and 
it certainly is necessary then to ask for or to expect to get subsidies 
from the taxpayers when we produce these things at a higher price 
in the world, so you put us in a very embarrassing position to say 
whether we are or are not for it. It is a little like asking if you are 
going to stop beating your wife. 

Mr. Stmpson. Of course, you can have an interest in preserving 
and protecting your industry, so I would assume that you want this 
protection continued. 

Mr. Sparsor. I did not say that. 

Mr. Srmpson. What did you say? 

Mr. Srarsog. I did not comment upon that. That is a matter of 
agriculture policy and our industry naturally is disposed to operate 
i. whatever policy agriculture has in this country. We are happy 
to doso. 

My industry and my company does not, never has and I do not 
think ever will ask for any special favors from anybody either in 
the domestic market or in the exports market, yet we have con- 
fessed that we are the recipients of subsidies today that we did not 
ask for but which it woul be impossible to move these products 
without. 

Mr. Srmpson. If you discover that some tariff is cut so that our 
support system of the market is being tampered with in any respect 
whatever under the law, the Secretary may initiate, or one may go 
to him and he goes to the President under section 22, a set-aside be- 
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cause of an unwise tariff cut. You need not show injury at all with 
respect to the industry. You need do nothing but go in and complain. 

nder the escape clause, the businessman who has his costs fixed 
as te have in flour, who has his rates fixed by wage-and-hour laws 
and social security, et cetera, is not a free negotiator. He has fixed 
charges which he must absorb, by the government, and he finds 
perhaps that his protection has been reduced materially, and he has 
no hopes of redeeming anything. He has no hopes of regaining a 
healthy business status unless he goes in and proves serious injury 
or a threat of some injury. It would be just like as though we did 
not have farm supports for the farmers—price supports—and we had 
no tariff on the importing of flour, and you have om of reserves. 

You would have to use them up. You would more or less have 
to be destitute before you could hope for protection under our proce- 
dures, and that is hed I object to onl there you would have no 
certainty at all. 

When I apply that figure to the business that is all over our 
country represented in the United States Chambers of Commerce, 
and I have talked on this line to them, I have yet to hear any of the 
small business people rise up and cheer for this program, if they 
realize how it can affect them. 

You may want to comment. 

The Cuatrman. Do you have any comment to make on Mr. Simp- 
son’s last observation ? 

Mr. Sparsor. I am afraid I could give a speech, but I do not think 
it would be proper. 

The Cuarrman. Mr. Boggs will inquire. 

Mr. Bocas. There is no doubt about the support of the United States 
Chamber of Commerce for this program, is there ? 

Mr. Sparsor. Absolutely not, and there are plenty of opportunities 
every year for anybody to come in and oppose anybody who favors 
it, but if you were there as a witness at the time the votes were taken, 
you would find there is a great preponderance of favorable votes. 

Mr. Bogees. I have been told. informally that the United States 
Chamber of Commerce or some affiliated group has held some meetings 
out inthe country recently. Isthat right? 

Mr. Sparsor. That is right. 

Mr. Boces. Have you had some votes there ? 

Mr. Sparsor. Unfortunately, I was asked to go on the Aircade to 
the Middle West, but I was unable to participate because of having 
to be here. However, I understand the Aircade has been the Minne- 
apolis, Tulsa, Milwaukee, New Orleans, and all across the country. 
Tieiore they are now in Omaha. 

Mr. Campse.y. They have just finished in California. They are 
now on their way to New Orleans. The Aircade is conducted to brin 
to the grass roots information on major legislative issues, of which 
renewal of the Trade Agreements Act is one. 

I have heard informally that when the question of reciprocal trade 
agreements has come up for discussion at the Aircade, so far, there has 
been a majority vote favoring its extension. Only an informal poll 
is being taken and this has indicated in all of the cities that I have 
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been informed of, the vote to be in favor of the program. This has 
not been unanimous. 

Mr. Boaes. I am told that the votes in most instances have been over- 
whelmingly in favor. 


Mr. Sparsoz. Weshould have this information shortly. 

Mr. Bogees. It might also be indicative, might it not, that certain 
branches of the chamber have enough interest in this program to go 
out to the grass roots, so to speak, and acquaint the people with its 
implications ? 

Mr. Sparsor. That is precisely what is going on, and there is no 
grass-root revolution that I have heard about against this program. 
There is very sympathetic consideration for it wherever I have been. 
Obviously, you would not bother to go out and take a poll or vote 
if you knew everyone was agreed on the subject. 

Mr. Boees. Mr. Simpson referred to businesses that had a profit 
motive in the extension of the trade agreements program. The figures 
I have seen indicate that there is a very large profit motive in the 
extension of this program, and I think that is in keeping with Amer- 
ican business practice, is it not ? 

Mr. Sprarsor. Maybe that is, and excuse me for making the state- 
ment, but it calls to mind the figures I used with respect to the mil- 
lions of imports. 

Right off the reel, anybody who plays poker knows that if he ends 
up with more of the chips than the other fellow, then he must have 
won. There is an inescapable risk involved in trading, any kind 
of trading, and not everyone can win. 

Mr. Boaes. This does not apply only to national trade. It applies 
to any kind of business. 

Mr. Sparsor. Precisely. Itis not unique. 

Mr. Boaas. So, competition is the accepted procedure in the Ameri- 
can system ; is that not so? 

Mr. Sparsor. We believe so. 

Mr. Boces. Would you describe the United States Chamber of Com- 
merce as a radical organization ? 

Mr. Sparsor. I have never heard it accused of being such. 

Mr. Boses. I have not either. 

Mr. Sparsor. nae I venture, too, I hope this is proper, that the 
average exporter who is a serious, dedicated exporter does not ask 
for anything more than a competitive opportunity to supply a need 
or a want abroad. His ability to do so is contingent upon another 
thing, and that is, of course, that he be paid. 

In the old days of barter, that was a simple matter, and we did not 
have meetings to decide whether anybody was hurt. There are many 
things introduced into the picture today which makes it much more 
complex. 

It seems to me we should import those things which are most ad- 
vantageous rather than to expect us to import hikes that we can get 
more cheaply at home. I do not see how you can force an American 
consumer to do this, and, secondly, it would not be economical. If 
you are going to get paid, it has to be the cost and the price and the 
service that is attractive. 
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Mr. Bocas. A very large percentage of our imports compete with no 
domestic industry at all. 

Mr. Sparsor. Particularly in raw materials. 

I should remind you, too, Mr. Boggs, that a great proportion of our 
exports today, much more than was the case when I first got into the 
business 35 years ago, involved ere articles which had 
built into them billions of man-hours of $2 and $3 labor, millions of 
them. Who is crying about those fellows who lose their jobs if we 
keep out imports ¢ 

Mr. Bocas. In many cases, the high-wage commodities of manufac- 
tured articles of American industry compete successfully on the same 
item ; is that not correct ? 

Mr. Sparsor. It surely is. It is the phenomenon of American 
business. 

Mr. Boges. Is that not because wage rates, productivity, automation, 
the type of machinery 

Mr. Sparsor. Let us take any country, and because it is the quickest 
one, let’s look at Japan, with comparatively few resources, but 90 
million people want to live, and they are going to live, and they have 
really been working, just like the United Kingdom, Belgium, and so on. 
They go out and get raw materials, pay high ocean freights, then con- 
vert them, then they pay high freights back, then it is obvious that the 
cost of something comprises raw materials, transportation, wages, but 
the great big one is productivity. A dollar-a-year fellow is not very 
much good if he only produces 50 cents worth of goods, but a $2-a-year 
man who is making $5 worth of goods deserves praise. 

Really, it is not wages; it is not transportation, it is not any of 
those things alone, but certainly productivity which all of this buys 
enters into the picture. To expect the Japanese to pay $2 or $3 
an hour for wages is just putting him completely out of the picture. 
It seems to me he is deserving of a compliment for an effort to take 
care of himself. His wage ability is accommodated and there is the 
energy plus the cost that he cannot escape plus the transportation 
that he cannot escape to make an article so that he takes care of him- 
re and I guess you could even to some extent take him off our tax 

acks. 

Mr. Boaes. Do you not think that it is rather an interesting incon- 
sistency that those who best believe in free enterprise want to have 
Government interference when trade crosses international frontiers 
and advocate all kinds of Government controls? 

Mr. Sparsor. If I got a bargain in Detroit, I could never under- 
stand why, or got ruined in business by a competitor in Detroit, that it 
hurt more or was more immortal than if a fellow across the river in 
Windsor, Ontario, did that. 

Mr. Boees. Had it not been for our great trading area in the United 
States, we would not have built the industries that we have built. 
The Europeans are copying us in developing such markets, and it 
even makes it more important that we have a policy to be able to 
negotiate with them. 

Thank you very much. 

Mr. Mason. Is it not true that American industries that have low 
labor costs because of machinery and assembly lines, and so forth, 
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are the American industries that benefit most by our reciprocal trade 
agreements, and those industries where high labor costs are involved 
have little machinery ; and those with much labor are the ones who are 
being penalized or hurt with our reciprocal trade agreements? 

Mr. Sparsoe. I do not profess to have the answer. I am not aware 
that any studies along that line have been made. I have not seen 


em. 

Mr. Boces. If the gentleman will yield to me for a moment, I would 

like to state that they have been made. They are in the record of the 
Subcommittee on Foreign Trade Policy. They are available to any 
Member of Congress or to you, sir, and they show just the opposite, 
that most of the import competition is in the low-wage industry in this 
country. 
Mr. Mason. That cannot be true, because the automobile industry, 
the machine tools industry, these industries that produce this heavy 
material do it with low labor costs—and they are the ones who are 
benefiting by their export trade—and it is those with high labor 
cos 

Mr. Boces. If the gentleman will yield— 

Mr. Mason. I am not yielding. 

—goes with high labor costs; that 80 percent goes into labor at the 
cost of production which are the ones that are injured most by the 
importers, and there is no getting around that fact. It is a fact re- 
gardless of any committee recommendations or not. 

My second point is this: You quoted that we have $19 billion of 
exports and $13 billion of imports, balance of trade, $6 billion-odd. 
How much of that $6 billion is the $4 billion to $5 billion of foreign 

ive-away? How much of that difference in balance is what we have 
een providing either through loans for them to buy with or gifts? 

Mr. Srarsor. Those figures, of course, can be determined in many 
ways, depending upon what you describe, as is discovered in the 
security meeting yesterday, as being true gifts, aid defense grants, 
and several other flavors that are too complex for me to interpret. 

We do confess, Mr. Mason, that a good proportion—I don’t know 
what percentage—of exports are the results of these various programs. 
You are positively correct; but my point is, as a foreign trader, that 
whether it is $19 billion or $9 billion or $3 billion, like it used to be, 
that foreign trade has to justify itself. It is not because I want to 
export. I have no divine right to say anybody has to buy my stuff, 
but what determines whether it is $19 or $20 or $3 is the capacity or 
willingness to buy or pay for these things. 

Admittedly, it is a service of commercial exports that a commercial 
man is interested in and certainly does not want to rely indefinitely 
on these aid programs. I think it would be most economical, sir. 

Mr. Mason. As long as we are willing to give or lend money to buy 
with, of course, they are willing to receive. If that is done away with, 
either lending money or giving it away, it would cut down our exports 
probably by around $5 billion to $6 billion. 

Mr. Sparsor. Quite possibly. 

Mr. Mason. My third question is this: You made quite a statement 
that our agricultural industry has a large stake in this, and they have. 
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Do you know that the reason that they have such a large stake is that 
they are protected against imports by quotas and other things and 
that in itself helps a great deal to give them the better end of the 
bargain which manufactured articles do not have, and you justify 
that by the fact that we have price supports and domestic arrange- 
ments which make it necessary for those protections against exports; 
but we also have minimum wage and social security and all of those 
tunings which affect the manufactured articles; but we do not permit 
any quotas on those or anything of that kind. 

Should we treat our agricultural industry differently than we do 
our manufacturing industries? 

Mr. Sparsor. Are you asking me personally ? 

Mr. Mason. Yes. 

Mr. Srarsor. Personally, I have the common notion, I believe, that 
no particular area of our society, whether it is professional or agricul- 
tural or labor or investor or management should expect in a free econ- 
omy anything but a truly competitive chance and it is, should I say 
the artificial interference which tends to multiply the need for all of 
these other complications, and I think you put the idea on the thing 
that one generates the need for another and generally the average 
foreign trader would prefer the freest possible atmosphere in which 
he could go without any qualms to a potential buyer, sell it, compete 
for the business, come do it again. 

The only difference is that you can do it to the point of competitive 
deaths, by the Justice Department and everything else. 

Mr. Mason. I am glad that you are at least consistent in theory. In 
substance, is it not true that the flour industry, if you want to put it 
there, does profit and is protected by imports, from imports by tariffs 
and quotas on wheat, and so forth, and that their exports are in some 
respects subsidies ? 

Mr. Sparsor. The statement I disagree with you violently on, saying 
that we are protected and so forth on our profits. 

I submit that if you had a study of our business, of the milling busi- 
ness, and if this is going to be generated to an X-ray of our business, 
I am sorry, but actual percent on dollars you will discover terrific 
competition existing among the flour mills themselves; and it is merely 
a question of whether it is on $1, $2, $3 wheat. 

r. Mason. It is the quota on wheat that you get the benefit out of. 

Mr. Sprarsor. I do not understand that at all. I wish you would 
take the quota off and so would every other flour man. I do not see 
how we could benefit from something we would rather be without. 
It is on there and you don’t dare take it off because someone has chosen 
not to do so. 

It is merely saying you fix it so that millers have to compete, say, 
on $2 wheat instead of $1 wheat, and the profit motive is not involved. 
You need dollars to come from some place to break even, so the sub- 
stance is merely breaking you back to market. 

Mr. Mason. In other words, it is putting you on the basis of the 
Canadian farmer? 

Mr. Sparsor. That is the basis and sometimes it does not even do 
that, and there is some quarrel about whether that is actually done. 
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Mr. Mason. If I as a flour miller am protected because of the advan- 
tage because of the advantages that the Canadian miller has, in my 
sales of exports, then it seems to me I cannot be very consistent if in 
theory I say free trade, but in actual practice I get the benefit of that. 

Mr. Sparsor. You have to say free access to raw material. You 
cannot just take one side of it. 

Mr. Boees. In connection with Mr. Mason’s second point, namely, 
how the so-called dollar gap is made up, I would like to make a part 
of the record at that point, a discussion of that situation, contained 
in the report of our subcommittee on page 44 of that report. 

(The information referred to follows :) 


4. THE DOLLAR-GAP PROBLEM 


In much of the discussion about the trade-agreements program, particularly 
since 1947, the idea of a “dollar gap” or a “dollar shortage” problem has been 
prominent. These terms are used to describe the difficulties of most foreign 
countries in earning enough dollars through sales of goods and services to the 
United States to finance their purchases of goods and services from the United 
States. 

The balance of payments of a country, like the balance sheet of a corporation, 
must always balance. If the United States exports more goods and services than 
it imports from abroad, foreign countries acquire the extra dollars needed 
through such financial transactions as loans or grants from the United States 
Government, by selling gold to the United States, or by liquidating investments 
in the United States. The dollar-shortage problem relates to the persistent 
tendency on the part of foreign countries to purchase more goods and services 
from the United States than can be paid for by sales to the United States. For 
example, in 1947 the United States exported $11.3 billion more in goods and 
services than it imported. Foreign countries financed this gap by acquiring $5.7 
billion in loans and grants from the United States Government, by selling $4.8 
billion of their gold and other liquid assets for dollars, and by acquiring $1.2 
billion through American investment abroad. (The accompanying table shows 
data for the United States balance of payments in the postwar years.) In addi- 
tion, a “concealed” dollar gap was represented by special trade and exchange 
restrictions, such as quotas on imports from the dollar area, which had the 
effect of curtailing the demands of foreign countries for dollar exchange. 


Causes of the dollar gap 


Although the United States has had a surplus in its exports of goods and 
services since before World War I, it has been only since World War II that so 
much attention has been focused on the dollar gap in discussions of United States 
foreign economic policy. The causes of the postwar dollar gap were many, but 
fundamentally they related to the disruption of the industries of many foreign 
countries and the impact of these dislocations on world trade. The industries of 
Europe and Japan could not produce adequately to meet even domestic needs, so 
that their capacity to produce for export was seriously limited. Moreover, the 
needs for reconstructing foreign industries and maintaining reasonable standards 
of living after the war expressed themselves in increased demands for imports 
of capital equipment, raw materials, and consumer goods. For many of the 
needed imports the United States was the major, if not the only, source. 


1In this connection, it should be pointed out that goods and services are only two of 
the several kinds of international transactions that appear in the balance of international 
payments of a country. Services include the expenditures on transportation, hotels and 
other tourist services, shipping and insurance services, and interest and dividend pay- 
ments. In addition, international balances of payments cover financial transactions, 
including private capital movements, Government loans and grants, and transactions in 


gold. 
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United States balance of payments, 1946-56 
[In millions of United States dollars] 


























1946-50 1956 

(annual| 1951 1952 1953 1954 1955 (ist 

aver- half) 

age) 
I, TRANSACTIONS ON CURRENT ACCOUNT 

Merchandise exports ss terrapin abe ppebide shee 12, 636 | 14,123 | 13,319 | 12,294 | 12,814 | 14,264 | 8,326 
Service exports 3_..............- --| 2,299} 2,807 | 2,911 2,685 | 2,718 | 2,937 1, 578 
United States income, foreign investments ._- 1, 240 1, 882 1, 828 1,910 | 2,227 | 2,512 1, 234 
WW $505 te eek ese cea ladints 16,175 | 18,812 | 18,058 | 16,889 | 17,759 | 19,713 | 11, 138 
Merchandise imports... ulauzeiiicnaeatatdaaaen F 6, 920 “41,202 10, 838 “10, 990 10, 354. 11, 516 "6, 4 410 
ee sae ae eee ee 2, 261 2,723 | 3,077 | 3,286 | 3,327) 3,688 L, 883 
Foreign income, United States inve stments.- 283 355 390 450 419 512 311 
FA iid inh detantitcwlhvctigeeunut timed ee 14, 280) 14, 305 14, 726 14,100 | 15,716 | 8, 604 
Balance on goods and services_..._..._- i 6, 711. 4 32 | 3 3, 753° 2, 163. _ 3, 659° ~ 3, 997 2, 534 


II. FINANCING 4 





Private capital movements.. we 877 444 931 161 1, 399 949 686 
U.S. Government military expe nditures §___- 589 1,270} 1,957] 2,343 | 2,424] 2,602); 1,441 
U. 8. Government loans *. ..................- 1, 755 156 420 218 (93) 302 349 
U. 8. Government EL oe tS. Lee 3, 309 3, 035 1, 960 1, 837 1, 647 1, 815 864 
Changes in foreign gold and dollar holdings 7_- 781 99 | (1,006)} (2, 100)| (1, 540)} (1, 270) (661) 
DO, wincuncddsapcinin ninth h ceosaceih bes 7, 311 5,004 | 4,262 | 2,459 | 3,837 | 4,398) 2,679 
RN STE SO i Oe en ection 600 472 509 296 178 451 145 
Military goods and services provided under 
Ss scs snakes cst alaatlen einrtslniniain hana doleaaalialdl 230 | 1,470| 2,603 | 4,254] 3,161 | 2,134 ® 


1 Excludes withers goods shipped under grants. These are shown as a separate item in the last line of 
the table, Offsetting grants which finance these shipments are similarly omitted from the Government 
grant item. 

2 Includes transportation, travel, and miscellaneous. 

3 Includes transportation, travel, private transfers (migrant remittances, etc.), and miscellaneous. 

‘ Figures show dollars made available to foreign countries from the United States. 

5 Includes expenditures of military personnel abroad, expenditure for United States Armed Forces abroad, 
and expenditures for offshore procurement. 

6 Figure in parentheses indicates amount by which repayments exceeded loans in 1954. 

? Figures show depletion in foreign gold and dollar holdings. Figures in parentheses indicate additions 
to foreign foreign gold and dollar holdings, 

§ Not available. 


Sources: U. Department of Commerce, Balance of Payments of the United States 1919-53, a supple- 
ment to the savoer of Current Business; Survey of Current Business, June 1956 and September 1956. 


Mr. Boces. If we pass legislation which makes it very difficult for 
other people to trade here the amount of foreign aid and mutual 
assistance or whatever you care to call it, would have come to an almost 
astronomical figure. This is a program which does not require 
appropriations out of the United States Treasury. 

Ns to the second matter about wage rates. Our studies show that 
the severest competition is in the low-wage-rate industries in the 
United States. Mr. Mason does not make the distinction between the 
wage costs and wage rates. It is quite a significant distinction. For 
instance, the textile industries which complain about imports have by 
and large very low-wage rates. The automobile industry to which Mr. 
Mason referred has very, very high-wage rates, and, interestingly 
enough, the industries which pay the highest wages in the United 
States usually are the industries whic h compete most effectively 
abroad. 

That is all, Mr. Chairman. 

Mr. Mason. Let me correct my own statement. I meant high-wage 
costs and not high-wage rates, and I stand corrected, Mr. Boggs. 
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Mr. Simpson. We had some evidence here a few years ago which was 
not conclusive, but it was indicative at that time that with respect to 
our exports, we were exporting somewhere around 25 percent of the 
value in labor content. 

We were paying for that export by importing goods which had a 
labor content of between 80 and 84 percent. When one compares that 
with, for example, the relatively small items that have been the 
subject of escape-clause proceedings versus the admittedly big indus- 
tries which are shipping abroad in the export field, automotive princi- 
pally, I think there is some truth to the fact that we are really import- 
ing labor content far in excess to pay for the goods than we are 
exporting. 

We deny a foreigner the right to come and live in the United States 
under our immigration laws and thereby benefit by our wage-and-hour 
laws and also be a consumer here, and yet we invite his present country 
to hold him back there and ship his products, and it is a serious 
product against too-low grade rates, in my opinion. 

Iam going to take advantage of one question. It has been mentioned 
by several witnesses. 

You mentioned Russia. I wish you would explain the difference 
between the passage of this bill and Russian expansion in the mar- 
keting fields. What in the world could this bill, with the authority 
it creates, possibly have to do with the question of whether or not 
Russia, operating under a statism approach, gets what she wants 
in the trade field ? 

Mr. Sparsor. I am sure that whole subject is much larger than I 
would pretend I could even attempt to answer, even if I thought I 
could answer. 

I am sure you are the first to recognize it, sir. However, it is gen- 
erally involved with this whole concept as we heard yesterday in these 
defense meetings, I might add, whereby so many of these newer coun- 
tries which were quite docile about life until, let us say, 10 or 15 years— 
they are restive. They are out to improve their lot. Part of it in- 
volves selling things to other countries, getting things back which, in 
turn, has its whole base, you might say, in the business of exchanging 
things and goods and services. 

If our appetite is for taking some of these things that these people 
have, it is the consumer who does it and not you or I or the Govern- 
ment, and we have those opportunities and reasonably free oppor- 
tunities to do it, and we do not put a lot of restrictions against it and 

. give them the notion that Russia is the only place they can go. Many 
of us are afraid, and many of us who have traveled abroad and have 
seen it in Ghana, Nigeria, Saudi Arabia—it does not take many trips 
to learn it. 

Mr. Srmpson. We have no reciprocal trade agreements with those 
countries. 

Mr. Sparsor. We have a lot of interplay between various countries. 
You are forgetting that Russia is making great strikes in some of the 
Latin American markets which we treasure for some time and there is 
nothing wrong with that if it is competitive. 

Mr. Srmpson. But she is doing it in the countries where we have the 
reciprocal trade agreements. 
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Mr. Sparsor. As an exporter I do not believe that the Government 
should undertake to influence or dictate where we should trade. Let 
the commercial demands of people and trades determine that. 

Mr. Simpson. Can you seriously tell me that the passage of this 
bill with the authority to the Executive to further negotiate within 
the prescribed limits of this bill can have a material effect with respect 
to whether or not Russia expands her foreign commerce? 

Mr. Sparsor. I don’t believe anyone in this room could absolutely 
predict what would happen. I think it is more psychological than 
anything else. 

Mr. Sorrson. As I recall, you described the secretary’s statement in 
effect, if we did not do this—did you not mention the phrase of the 
Secretary of Commerce ? 

Mr. Sparsoe. I do not recall his phrase, but I am sure the Secretary 
of Commerce is capable of speaking for himself. 

Mr. Simpson. If this were used to the maximum, it would involve 
only a few hundred million dollars, will keep Russia from expanding 
in the economic field 

Mr. Sparsor. I beg your pardon. 

We are discussing degree rather than policy. As the chamber of 
commerce and I as an exporter and a foreign trader believe in the 
general limitation of all barriers for whatever reasons and corollary 
reasons, to the extent applicable, they are psychological, and I cer- 
tainly do not consider myself capable of measuring them. 

Mr. Boggs. In connection with the examination a moment ago by 
our good friend, Mr. Simpson—lI refer to the statement made before 
this committee this week by the Secretary of State, Mr. John Foster 
Dulles, who said all through his statement that this would be tre- 
mendously beneficial to Russia and its present economic offenses. I 
shall not quote from it because the whole thing was directed to that 
principal idea. I might say in elaboration of what the witness said 
that it was the observation of some of us who talked with people 
atroad in connection with the work on our subcommittee that the 
psychological effect of our failure to continue this program would be 
very severe even in areas which traditionally have been our friends, 
areas like Latin America, where invariably they vote with us in the 
United Nations, for instance. If these people think that this is alto- 
gether a one-way street, you could see a reversal of votes in the United 
Nations and a whole flock of different operations. This is a question 
of whether you are on the side of security or the other way around. 

The Cuarman. Mr. Sparboe, we thank you for coming to the com- 
mittee and giving us the benefit of your views of the organization that 
you represent. 

Our next witness is Mr. C. C. Walther, president of Walther Broth- 
ers Co., Inc., and Walther Paint Co., Inc., New Orleans, La. 

Mr. Walther, for purposes of the record, would you be good enough 
to state your full name, residence, and place of employment ? 





STATEMENT OF C. C. WALTHER, PRESIDENT, WALTHER BROS. CO., 
INC.—WALTHER PAINT C0., INC., NEW ORLEANS, LA. 


Mr. Watruer. My name is Curtis C. Walther, president of Walther 
Brothers Co., Inc., and Walther Paint Co., Inc., of New Orleans, La. 
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I have been a resident of New Orleans since 1920, being a native-born 
Louisianian. Living in this important port ci of the United States, 
I, early in my business career, became rae. in foreign trade. 

Mr. Boees. Mr. Chairman, I would just like to say that Mr. Walther 
is one of our leading citizens in New Orleans. He has been an out- 
standing civic leader, serving as president of such organizations as the 
chamber of commerce, as well as other civic groups. It is mighty nice 
to have you here. 

Mr. Watruer. Thank you very much, Mr. Boggs. 

I was one of the original organizers of International House and was 
president of that organization ‘for the years 1951-52. I ama past pres- 
ident of the chamber of commerce of the New Orleans area, having 
served two terms in 1949-50. I was one of the organizers of the Inter- 
national Trade Mart of New Orleans and am presently a member of its 
board of directors. I am presently president of the Foreign Policy 
Association of New Orleans, and was chairman of the Mississippi 
Valley World Trade Council for the years 1955-56. 

I might interject here, Mr. Chairman, that we adopted as our theme 
for that conference, “The Reciprocal Trade Act—The Key to World 
Prosperity.” 

During my presidency of International House, I headed trade mis- 
sions of “business men and women to Guatemala, Mexico, Colombia, 
and Cuba, and in the year 1954 headed the International House Trade 
and Travel Mission to seven European countries, where we visited 
international trade fairs in Milan, Italy; Hanover, Germany; Brus- 
sels, Belgium; and London, England. On all of these tr ips our group 
program was arranged offici: ally by the heads of foreign trade depart- 
ments of these foreign countries, which brought us into direct contact 
with our counterparts, meaning, of course, the businessmen in those 
countries. Forums and panel discussions were the order of the day, 
which gave us a most comprehensive insight into the problems that 
beset those who engage in foreign commerce. 

On the basis of my y personal ¢ experience that resulted from manifold 
contacts as outlined in part in the foregoing paragraph. I have formu- 
lated a basic conclusion that motivated my request for permission to 
file a statement, namely, if we are to have world peace, we must have 
world trade. If we are to have world trade, we must eliminate as 
many trade barriers as possible. I would like to state here that I 
am personally not engaged in foreign trade. 

I sincerely request that your committee : approve the extension of the 
Trade Agreements Act for a period of at least 5 years and continuing 
authority for a tariff reduction of not less than 25 percent. 

(1) The Trade Agreements Act is the legislative basis for United 
States trade policy for the past 24 years. The United States as the 
leader of the free world and the nation with the largest volume of 
international trade obviously exerts the greatest influence on the 
course of the world trade and on the trade policies followed by the 
other nations. For the past 10 or 12 years United States leadership 
has been decisive in maintaining so large a part of world trade in 
private hands and in steadily reducing, on a worldwide scale, tariff 
and other artificial barriers to the international exchange of goods. 
We have made substantial progress toward world multilateral trade 
and convertibility of currencies which are major United States foreign 
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economic policy objectives. A failure on our part to continue this 
legislation in an adequate form could only cause us to lose our leader- 
ship and gravely jeopardize the progress already made in these direc- 
tions. It aul spark a chain of events which would reverse the 
process of expanding world trade and lead to the development of 
mutually exclusive regional blocs economically insulated from each 
other and from the United States. Such regional trading areas are 
already forming. The direction in which they develop and whether, 
by increasing trading opportunities on a world basis, they realize the 
full potential benefits of the larger free market area they are designed 
to comprise, depends heavily on United States action on this exten- 
sion of the Trade Agreements Act. 

(2) Expanding exports and imports are essential to an expanding 
United States economy. Our continued economic development, our 
increasingly high standard of living, our greater productivity, all 
depend upon higher volumes of trade. Four and a half million 
people, or 7 percent of our labor force, are directly or indirectly 
employed in this two-way trade. About 9 percent of our movable 
goods are exported; this includes 11 percent of our machine tools, 
26 percent of our mining and construction equipment, about one-fifth 
of our agricultural production. We cannot maintain or increase these 
exports unless imports increase. It is only through pursuit of a liberal 
trade policy on our part that our trading partners can themselves 
pursue such a policy; aside from our foreign aid and foreign invest- 
ment it is only through increasing exports to us that other countries 
can earn the dollar to pay for our exports. 

The United States is a low-cost producer of a tremendous variety 
of products, in great demand around the world. The major limita- 
tion on our export sales is the dollars these countries can earn. Tariffs 
protecting our less efficient and generally low-wage industries directl 
limit potential exports of our efficient, high-wage industries and wor 
to prevent the kind of specialization on an international scale that 
has served us so well domestically in greater productivity and effi- 
ciency. With larger imports we would make perhaps fewer bicycles, 
less velveteen, less decorated chinaware, or glassware—but more elec- 
tronic equipment, construction and mining machinery, transport 
equipment. Our highly productive industries would expand and, as 
more dollars were available to other nations, this would extend to a 
wide range of consumers’ goods for which we are still the lowest-cost 
producers in the world. These greater exports would lead automati- 
cally to greater United States imports of noncompetitive raw materials 
or components, to the benefit of both sides. 

(3) We need at least 5-year extension of the Trade Agreements 
Act to provide a minimum of stability in our foreign trade. One 
of the major problems in the forward planning so necessary in the 
conduct of any business has been the uncertainty caused by the suc- 
cessive expirations of the Trade Agreements Act and the questions 
raised each time about its renewal. This is damaging to confidence 
in the continuity of a liberal policy on our part and seriously inhibits 
full realization of the benefits such a policy can bring forth, both to 
ourselves and to the rest of the world. 

(4) The 6 European countries—France, Germany, Italy, Belgium, 
Netherlands, and Luxembourg—have now ratified the treaties which 
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will set up, over a period of 12 to 15 years, a common market free of 
tariffs and quotas for the products of 160 million people. The first 
phase of this operation will take place in the next 4 to 6 years, durin 
which period tariffs among the 6 will be reduced by 30 percent, aml 
a common tariff at a oval of the average of present tariffs will be 
established against all outside countries. 

We consider this development a major step in the right direction, 
the greater specialization, the increase in productivity brought about 
by large-scale production in this wider market area can only result 
in higher living standards for all of the six countries. It can mean 
greater ran ey trade between the area and the United States pro- 
vided we are able, through the extension of this Trade Agreements 
Act, to negotiate a reduction in the level of the average European 
tariff to be maintained against us. Our mutual trade can certainly 
increase as it has always done as countries increase their developments 
and raise their standards of living; but if we give notice, by failure 
to pass this legislation in meaningful form, that we are not prepared 
to maintain our liberal trade policy, there is the considerable danger 
that the direction which the six nations take in their development 
will be away from closer economic relations with us and toward the 
kind of closed-trading system so disastrous to our goals of freer world- 
wide multilateral trade. It could lead to the kind of bilateralism and 
regionalism against which we have exerted our influence for many 
years. It could lead increasingly to our mutual economic isolation and 
reduction of our very considerable mutual trade instead of its increase 
as both of our economies demand. 

There is no real solution as many have maintained in greater United 
States investment in plant and equipment inside the common market 
area in order to supply that market tariff free. Remittance of earn- 
ings in dollars and repatriation of capital will depend on European 
dollar earnings through increased exports of the area to the United 
States, and this can only be accomplished through a reciprocal reduc- 
tion of tariffs. 

(5) Extension of the Trade Agreements Act is particularly impor- 
tant in view of the current business downturn. There can be no doubt 
that the recent decline in our exports has been a basic contributing 
factor in that downturn. 

For the sake of our economy, for the preservation of United States 
jobs which depend on exports, we need now the boost that passage of 
this legislation would give to our rate of business activity by remov- 
ing the uncertainty, the crisis of confidence among our foreign cus- 
tomers that our trade policy is in danger of going backward. We 
cannot afford the kind of a downward spiral in our foreign trade that 
failure to extend this act would sttall. Its inevitable consequence 
would be further pressure on our employment, our investment in plant 
and equipment, and our economic activity. 

(6) Above all, extension of the Trade Agreements Act is essential 
to free world unity and security. All nations in this world of mutual 
dependence rely for their economic strength to foreign markets for 
their exports and to foreign sources of raw materials and other essen- 
tials for their imports. No alliance, political or military, can be strong 
unless it is supported by common economic ties and full faith by each 
in the cooperative effort of all. In the face of the new Soviet economic 
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offense, the new challenge to the United States in the field of trade, 
issued by the Kremlin, these ties and these opportunities become more 
crucial than ever to the security. A large part of the world is at 
stake. If we default we may lose, for our principles of freedom and 
of competition, much of that world. 

The drive for economic development, for higher standards of living, 
is irresistible everywhere, and will be satisfied either within the tra- 
ditions of freedom or by forced growth at the tragic sacrifice of the 
individual, characteristic of the Soviet system. This extension of the 
Trade Agreements Act will be a central factor in the choice the world 
makes as to the direction it will go. 

The Cuarrman. Are there any questions of Mr. Walther? 

If not, Mr. Walther, we thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Mr. Watruer. It has been an honor to appear before your group. 

Mr. Mason. Mr. Chairman ? 

The Cuarrman. Mr. Mason. 

Mr. Mason. I want to congratulate you, Mr. Walther, on coining 
that phrase, that reciprocal trade is the key to world prosperity. Any 
man who coined that phrase, I am quite sure, must have been a very 
successful businessman. 

Mr. Watruer. Thank you, sir. 

Mr. Mason. I also want to say this, that your representative on 
the committee represents your point of view as well if not better than 
I represent the point of view of my people. 

That is all. 

Mr. Warner. Thank you. I am very happy to hear you say that, 
because I had a little bit to do with helping to elect you. 

Mr. Boees. Mr. Chairman, may I ask Mr. Walther one question ? 

The Cuarrman. Mr. Boggs. 

Mr. Bocas. Before I do so, let me say to you, Mr. Walther, that 
Mr. Mason is being very modest. He represents his district very ably 
and has done so far a hee time and, I suspect, will do so as long as 
he is alive. They are well pleased with his representation. 

In connection with your traveling about, and particularly in con- 
nection with your travel in the Benelux nations and the other nations 
which are about to make up the common market, I know you met with 
a lot of businessmen. Would it be fair to say that most of these peo- 
ple, if not all of them, want to have the opportunity of carrying on 
trade and business with the United States and none of them want 
handouts ? 

Mr. Watruer. Sir, the last thing that they would want would be 
to be accused of accepting a handout. They are very proud, as we 
are, of their country. They are very proud of their reputations as 
nations and of their business ability, and certainly are not looking 
for handouts. 

Mr. Boces. That is all, Mr. Chairman. 

The Cuatrrman. Thank you again, sir, for coming to the committee 
and giving us your views. 

Mr. Watruer. Thank you. 

The CuarrMan. Our next witness is Mr. Lloyd H. Dalzell. 

Mr. Dalzell, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear. 
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STATEMENT OF LLOYD H. DALZELL, CHAIRMAN OF THE BOARD, 
DALZELL TOWING CO., NEW YORK, N. Y. 


Mr. Dauzevi. Thank you. Mr. Chairman. 

My name is Lloyd H. Dalzell, and I am chairman of the board of 
Dalzell Towing Co., New York City. 

The Cuarman. Mr. Dalzell. Mr. Keogh regrets that he has been 
called to testify before a committee of the Senate and cannot be here 
during the period that you deliver your statement. He told me that 
you are one of his very fine friends in the Brooklyn area of Greater 
New York City, and he wanted us to be certain to listen with a great 
deal of care to what you have to say. 

Mr. Dauzetu. Mr. Mills, thank you very much, sir. 

The Cuarrman. You are recognized, sir. Can you complete your 
statement within the 15 minutes that we have allotted to you ? 

Mr. Dauzeit. If Mr. Mason and Mr. Simpson are as gracious to 
me as they were to the last witness. I will be out of your hair in about 
5 minutes. 

The Cuarrman. You are recognized. I know they will always be 
gracious to you as they are to all witnesses. 

Mr. Sruareson. We are very happy to have you, Mr. Dalzell, back 
with us today. 

Mr. Mason. I want to say to Mr. Dalzell that I was superintendent 
of schools at the city of Dalzell in Illinois, and I do not know whether 
it isnamed after his father or not. 

The Cuatrman. We better recognize you. You have gotten a 
very good start. So you take advantage of it right now. 

Mr. Dauze.u. I am grateful for the opportunity to appear before 
you gentlemen in support of the Trade Agreements Act extension. 

As I have said, I am chairman of the board of Dalzell Towing Co. 
of New York, a business enterprise begun in 1851 by my great- 

randfather, which was then and is now primarily engaged in assist- 
ing ships of all sizes and all flags in and out of New York, the world’s 
major port. 

I am also a director and the secretary of the Maritime Association 
of the Port of New York, a member of the board of commissioners of 
pilots of New York, and a member of the shipping and harbors com- 
mittee of the New York Chamber of Commerce. 

So much for my obvious self-interest in the legislation before you. 

However, I hope my interest is broader than mere selfishness. I 
recently had the honor to serve as national president of the Young 
Presidents’ Organization. This group of one thousand two hundred- 
odd men who became presidents of their company before they were 40, 
today control annual gross business activities totaling over $8 billion. 
They employ in the neighborhood of 500,000 people. They come from 
every one of the 48 States and the Territories. 

With this personal background before you, let me say that I am 
here to urge you in your wisdom to extend the Trade Agreements Act 
for at least a minimum of 5 years, and to urge that you provide the 
tariff-reducing authority to be certainly not less than the 25 percent 
proposed. Of course, I would further like to urge that you place the 
absolute minimum of restrictive authority in the legislation, restric- 
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tions, that is, which are designed to weaken the liberal trade policy 
that I hope this will represent. 

As a New York businessman, I am, of course, vitally interested 
in the tremendous volume of foreign trade moving through my port 
in both directions, trade which amounted to over $9 billion in 1957. 
I can only guess as to the number of people in the United States who 
depend on this volume of freight traffic for their livelihood, but it is 
certainly millions. 

We in the Port of New York district carefully estimate that there 
are 13 million people living and working here. The importance of 
trade is emphasized by the fact that 1 out of every 4 of these people 
gain their livelihood directly or indirectly from the port’s activities. 
I know that more than 12,000 ships entered and left New York in 
1957. Add to this the number of ships that clear the ports of New 
Orleans, Norfolk, Baltimore, Philadelphia, and Boston, and add the 
number of people involved and you will begin to have a slight idea 
of the impact of foreign trade on one group of American citizens. 

It is, of course, even more than that; 50 percent of our imports are 
duty free and many are absolutely essential to our economy as we 
know it. On the export side, many industries, including agriculture, 
send over 20 percent of their production to foreign markets. Loss 
or contraction of these markets is instantly reflected in production 
slow up and unemployment, with consequences reaching his beyond 
the industries immediately concerned. 

In recent months our exports have declined from the high levels 
of 1957. We have felt the effect in the New York area, and I am 
sure it is one of the factors contributing to the general business down- 
turn throughout the country. I wonder how much of this decline 
is due simply to uncertainty on the part of other countries about the 
future course of United States trade policy ? 

Surely foreign buyers will be cautious until it becomes clearer 
whether the United States will continue its long-term program of 
gradual and reciprocal reduction of tariff and other trade barriers, or 
whether it will reverse the process and make exports to the United 
States more difficult. 

This attitude would be only prudent. The difference is obviously 
the difference between a high-level and expanding international trade 
and a low-level and limited trade. 

It seems to me that this committee could give our present economy 
no better shot in the arm, and, may I add, at less cost to all of us, 
than to pass this legislation in unamended form. I think the confi- 
dence this action would instill in our foreign customers would have 
an almost immediate effect on our export orders, which would be 
reflected, in turn, throughout our economy. 

History teaches me that we made a mistake in 1930 when, in the 
midst of a growing depression, we adopted the highest tariff schedule 
ever. Certainly it is true that immediately after that, retaliatory 
action was taken against us by other countries and we had a most 
serious decline in foreign trade, increasing greatly the problem of 
recovery. In fact, I would think that, since the bottom of the depres- 
sion was not reached until 1932, this decline in trade deepened and 
widened its effect and probably helped spread it abroad, too. 
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Now I am certainly not suggesting that the economic situation today 
is even remotely comparable to 1930, but I do suggest that it would 
be short-sighted for us to widen and deepen the current decline in 
our foreign trade if, by passing this legislation, we can in fact give 
it impetus. 

Now, entirely aside from the economic effect on the country, many 
witnesses infinitely more expert than I have already testified before 
the committee, I am sure, as to the grave effects such a failure will 
have on our foreign policy and on our security policy. We are all 
aware of Mr. Khrushchev’s ominous statement of a few months ago— 
we heard it a little while ago—“We declare war on you in the peaceful 
field of trade.” 

But are we aware of the extent to which many countries of the 
world are dependent upon trade with us and with each other? If 
foreign trade comprises 7 percent of our gross national product, do 
we realize that for countries like France, Germany, and the United 
Kingdom, it is 3 or 4 times as great; that for The Netherlands, Bel- 
gium, Switzerland, it is 5 to 9 times? In the case of many of the 
underdeveloped countries, exports, and imports are a larger segment 
of the economy than internal trade. 

For these countries foreign trade is not only important but abso- 
lutely indispensable, and the major task for government and business 
in those countries is to insure that sources and markets for their 
foreign trade continue to be available. Moreover, these sources and 
markets must be expanding if the economic development their popu- 
lations demand is to become reality. Look at the tremendous effort 
Israel is making to become a major trading nation. 

The Russians are everywhere ofering long-term contracts, capital 
financing, technical assistance. If, through expanding multilateral 
trade with the West, made possible by gradual reduction of trade 
barriers, and by a consistent, liberal trade policy, particularly by the 
United States, these countries can be confident their goals can be 
achieved in reasonable time, we then can believe that Khrushchev will 
fail. On the other hand, without this action of the United States we 
would face the serious danger that many of these countries would feel 
it politically and economically necessary to entertain the Russian 
propositions. 

About three-quarters of the world is at stake, to one degree or 
another. It is the world of our friends, of our military allies, and 
of the political neutrals. We need them all for our economic health 
and for our security, and it would seem unthinkable that we would 
knowingly adopt any policy which would force them into the arms 
of our antagonists. Yet, to turn back the block in our trade legislation 
may well have that effect, whether or not we intended it. 

During my tenure as president of the Young President’s Organiza- 
tion I not only traveled to all of our States but also traveled exten- 
sively abroad, meeting our businessmen and Government counter- 
parts in the European business communities of the West. I men- 
tion this in the hope that the remarks I have made will perhaps 
carry a little more weight with you gentlemen, being based on at least 
some actual personal experience. 

In any event, it is my deep conviction, then, that renewal of the 
Trade Agreements Act for a reasonably long period of time—cer- 
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tainly not less than 5 years—with a grant of authority to reduce 
tarifis by at least 25 percent, as provided in the bill before you, is 
essential to the welfare of the United States. There is no substi- 
tute which can fill the gap if this legislation is allowed to lapse. 
Thank you Mr. Mills. 
The Cuarrman. Are there any questions of Mr. Dalzell ? t 
Mr. Dalzell, we think you, sir, for coming to the committee and giv- 
ing us the benefit of your views. Thank you, sir, very much. 
fr. Dauzeti. Thank you, sir. 
(The following letter and resolution were received by the com- 
mittee :) 
NortH ATLANTIC Ports ASSOCIATION, INC., 
March 4, 1958. 
Hon. WiLsur D. MILs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN: On behalf of the North Atlantic Ports Association, an 
organization embracing ports and port interests of Maine, Massachusetts, Rhode 
Island, Connecticut, New York, New Jersey, Pennsylvania, Delaware, Mary- 
land, and Virginia, the attached resolution supporting an extension of the 
reciprocal-trade program for a 10-year period beyond June 30, 1958, is sub- 
mitted for consideration by the Ways and Means Committee of the House of 
Representatives. 

It is respectfully requested that this resolution be made a part of the delibera- 
tions of your committee. 

Sincerely yours. 

Tuos. W.S. Davis, 
Chairman. 


RESOLUTION BY THE NORTH ATLANTIC PORTS ASSOCIATION SUPPORTING THE EXTEN- 
SION OF THE RECIPROCAL-TRADE PROGRAM ADOPTED ON FRIDAY, OCTOBER 11, 1957 


Whereas the reciprocal-trade program has withstood successfully the test 
of almost a quarter-century’s operation in promoting and stimulating inter- 
national trade throughout the free world to the economic betterment of our own 
and friendly foreign nations ; and 

Whereas reciprocal trade among nations is a necessary factor for world peace 
and security ; and 

Whereas working within the framework of the reciprocal-trade program, the 
United States has greatly increased the worldwide exchange of goods and 
services and expanded and protected its own markets abroad for United States 
products through reciprocal adjustment of tariff and trade barriers, with the 
result that in 1956 the total value of United States exports and imports exceeded 
$30 billion ; and 

Whereas it is an established principle of trade that nations and peoples buying 
from the United States must also sell to the United States if mutual benefits are 
to be achieved ; and 

Whereas the reciprocal-trade program has been reenacted 10 times by the 
Federal Congress since its original passage in 1934 and the law has been gradu- 
ally limited and weakened by restrictive provisions in recent years ; and 

Whereas the preservation of this beneficial and productive program is of 
paramount importance to the further achievement and maintenance of the con- 
tinuing peace and economic security of our own and the other free nations 
of the world: Be it therefore 

Resolved, That the North Atlantic Ports Association request the Federal Con- 
gress to authorize a 10-year renewal of the reciprocal-trade program beyond 
June 30, 1958, and register its strong opposition to current efforts to force a 
retreat by the Federal Government to a tariff program which would seriously 
restrict foreign markets for United States trade with the consequent undermin- 
ing of our national economy ; be it further 

Resolved, That trade, commercial, civic, economic, and cultural interests be 
urged to join in this effort to save and extend the reciprocal-trade program, 
and thus preserve the keystone of our foreign-trade policy which has had the 
support of both great political parties for more than two and one-half decades. 
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The Cuarrman. Our next witness is Mr. R. E. Warn. “ut 
Mr. Warn, please identify yourself for the record by giving us 
your name, address, and the capacity in which you appear. 


STATEMENT OF R. E. WARN, VICE PRESIDENT, WESTREX CORP., 
NEW YORK, N. Y. 


Mr. Warn. I am R. E. Warn, vice president of the Westrex Corp., 

of New York City, and I am appearing today representing our com- 
any. 

7 The CuarrmMan. Mr. Warn, can you conclude your statement within 

the 15 minutes allotted to you ¢ 

Mr. Warn. Yes; indeed. 

The Cuarrman. Thank you. You are recognized. 

Mr. Warn. I want to thank you for this opportunity to outline 
briefly the importance of the Trade Agreements Act in particular 
and the foreign-trade policy of the United States in general to our 
company, Westrex Corp. 

estrex is essentially an export organization. It has been in foreign 
trade for approximately 30 years. We have 200 employees in the 
United States located in New York and Hollywood, and approximately 
1,100 abroad. More than 85 percent of the Westrex gross revenue is 
derived outside of the United States,. Exports from the United States 
produce more than half of the gross revenue obtained abroad, services 
and local manufacture accounting for the balance. We design and fab- 
ricate some of the goods which we export, but the majority of these 
goods are obtained from other United States suppliers. 

If the Trade Agreements Act is allowed to expire, less favorable 
trading conditions inevitably will ensue, and both the exports and im- 
ports of this country will suffer. If the exports of Westrex Corp. 
are reduced substantially we will be forced to reduce the number of 
our employees. Loss of export business now handled by Westrex will 
also affect our suppliers. 

During the past 2 years Westrex has exported approximately half 
the total output of at least two of its suppliers. A reduction in Westrex 
exports will affect such people nearly as directly as it will our own 
organization. In this connection I would like to read to you an excerpt 
from a letter which I have received from one of our suppliers. This 
letter is from the C. S. Ashcraft Manufacturing Co., Inc., who makes 
motion-picture projection lamps and rectifiers. I shall read just ex- 
cerpts, as follows: 

Regarding the matter of the importance of foreign trade to our company, let 
me say that it is of the utmost importance. I do not believe that at the present 
time our company could continue to exist without the business that it receives 
from the Westrex Co. 

* * * During the period from 1953 to 1956, our company employed as many 
as 60 workers. During the past year we were forced to lay off a substantial 
number of these men. The remaining 33 percent are largely employed in the 
production of equipment for export through your company. If for any reason 
whatever, you found it impossible to continue to purchase our equipment it 
would work a severe hardship on our company. 

What is true for Westrex is true for many an exporter. Statistics 
reveal that export trade consumes approximately one-twelfth of all 
movable goods produced in this country. Reduce this volume by even 
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25 percent and approximately a million employees in this country 
no longer would be needed. 

Foreign countries would interpret the nonextension of the act as 
a withdrawal into a restrictive trade policy by this Nation. I have 
lived abroad for 12 years and have seen first-hand the reactions of 

eople in these countries to restrictive trade moves. They want to 

uy goods from our country, but to do so they need to earn dollars 
with which to pay for such goods. If we restrict their power to earn 
dollars, they must decrease their purchases of goods from us. This 
is not the way to win friends and influence people favorably toward 
us. In face, it makes poor friends out of good ones. And it forces 
these countries to look elsewhere for their trade. To Russia, possibly. 

I understand that certain industries in this country oppose the ex- 
tension of the Trade Agreements Act because they want high tariff 
protection for their goods to help them meet foreign competition in 
the United States market. 

Westrex designs its own products with high-priced American en- 
gineers, has them manufactured in this high-wage country, ships them 
all over the world, pays foreign import duties on them, competes with 
both local and international competitors, and still gets a substantial 
share of the available foreign market. 

This shows that American efficiency can overcome high labor costs 
and permit American goods to compete in foreign markets. The same 
must be true in many other industries. In those cases where this is 
not true the law provides ample protection. Inevitably, however, 
continued tariff protection for domestic industries takes away a major 
incentive to meet competition by seeking to improve product and re- 
duce costs. It also hurts all producers who export any of their goods 
by reducing foreign earnings and thereby reducing the markets for 
all American goods. 

The goods exported by Westrex provide jobs for Americans, build 
up needed skills in this country, and, in general, are just as desirable 
as production generated by domestic traders. 

merican export industries are injured by high tariffs. If it is 
reasonable to provide high tariffs to protect domestic industry against 
foreign competition, it would be just as logical to help exporters meet 
their foreign competition by giving them a subsidy to cover their 
shipping costs and foreign import duties. 

I want to make it very clear that we do not advocate such a subsidy. 
I merely wish to point out that a subsidy would be just as logical as 
a high protective tariff. In fact, such a tariff is simply a form of 
subsidy. 

Anything that tends to remove artificial restrictions from trade re- 
duces friction and tension throughout the world. What we need now 
is not only an extension of the Trade Agreements Act, but also a 
liberalization of it. 

The act should be extended for 5 years to minimize frequent upsets 
or possible changes in policy resulting in uncertainty on the part of 
nations with whom we trade. It is particularly important at this time 
that the extension be long enough to allow this country sufficient time 
to fully complete negotiations with the European common market. 
Careful and continuous negotiation over a number of years will be re- 
quired to insure full access of American goods to this market. West- 
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rex, for one, would suffer substantially if tariff differentials effectively 
closed the European common market to goods from the United States 
of America, for France, among other common-market countries, has 
been one of our best customers. 

Again I would like to thank you personally, and on behalf of West- 
rex for providing this opportunity for me to present our views. 

The Cuatrman. Mr. Warn, you read from the letter which is ap- 
pended to your statement. Would you like the entire letter to appear 
in the record ¢ 

Mr. Warn. Yes; I think it would be better if it were. 

The CHairmMAn. Without objection, the entire letter will be in- 
cluded in the record. 

(The letter referred to is as follows :) 


C. 8S. ASHCRAFT MANUFACTURING Co., INc., 
February 21, 1958. 
Attention : Mr. Epwarp Wakn, Vice President. 
Westrex Corp., 
111 Eighth Avenue, New York, N.Y. 


Dear Mr. WakN: Regarding the matter of the importance of foreign trade to 
our company, let me say that it is of the utmost importance. I do not believe that 
at the present time our company could continue to exist without the business 
that it receives from the Westrex Co. 

There was a temporary boom in our business during the years of 1953 to 1956, 
due to the building of many large drive-ins throughout the United States and the 
introduction of wide-screen pictures in the indoor theaters. This business is now 
finished, and, therefore, domestically the sales are at an extremely low level. 

Due to the rapid strides made in television, the divorcement of producing com- 
panies from the exhibition of the pictures and various other causes, the exhibitors 
of motion pictures, who are our customers, find the going very difficult and are 
limiting their sales to essentials for maintaining their present equipment. The 
sale of major equipment which we manufacture is almost beyond the capacity of 
the hard-pressed theater owners to purchase. This is not due to any lack of dili- 
gence on our part, as the cost of our research has increased rapidly during the 
past 2 years, it is merely an economic condition that exists in the motion-picture 
industry. 

During the period from 1953 to 1956, our company employed as many as 60 
workers. During the past year we were forced to lay off a substantial number 
of these men, the remaining 33 percent are largely employed in the production of 
equipment for export through your company. If for any reason whatever, you 
found it impossible to continue to purchase our equipment, it would work a se- 
vere hardship on Our company. Your excellent combination of sales force and 
engineers have done a marvelous job in the distribution and maintenance of our 
products, and we hope that this will continue. 

Sincerely yours, 
C. 8. AsHoraFt, President. 


The Cuarrman. I know it is my own fault, but I do not know what 
it is that Westrex Corp. produces and ships abroad. What is it? 

Mr. Warn. Mostly recording equipment. We have an organization 
in Hollywood that designs and produces recording equipment like 
magnetic recorders and photographic recorders and disk recorders, 
and we operate in this country with that type of product. <A great 
many other things that we handle we get from other suppliers in this 
country. We buy teletype equipment, for example, from Teletype, 
and sell it abroad; these lamps that Mr. Ashcraft makes; projectors 
made by Century, and so forth. 

We do fabricate, here in New York, some other things such as am- 
we and some communication equipment that we, again, send 
abroad. 
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The Cuarrman. Are there any further questions? 

Mr. Simpson will inquire. 

Mr. Stmpson. Yes, I am interested, sir. That which you have just 
described accounts for about 50 percent of your business; is that 
correct ¢ 

Mr. Warn. Those exports that we send out from here generate a 
little more than 50 percent of our total overseas revenue, the balance 
being service and local manufacture. 

Mr. Simpson. With respect. to the balance, you buy equipment 
abroad, too ? 

Mr. Warn. In some countries, to a limited extent, yes. But, if we 
can get it from the United States, we ship from here. 

Mr. Stmpson. What is the determining factor ? 

Mr. Warn. Whether or not it is possible to get the goods from the 
United States. For example, in some of the countries, like England, 
you cannot ship these lamps that are made by Mr. Ashcraft into that 
country. 

Mr. Stmpson. Why not? 

Mr. Warn. Total prohibition against it. 

Mr. Stmpson. You mean the reciprocal trade has not worked in 
that respect ? 

Mr. Warn. In that respect in that country, that is right, Mr. Simp- 
son. Insome other cases it has helped. 

Mr. Srupson. Therefore, even if you want to get a better piece of 
equipment into the United Kingdom, you cannot get it? 

Mr. Warn. That depends on the equipment. In the case of lamps, 
that is true. In the case of our recording equipment, we have been 
successful in getting limited quantities in, but we have had to go to 
local manufacture to adequately supply that market. 

Mr. Stmrson. I am referring now to the leter which you read a 
part of. 

Mr. Warn. They say “during the past year.” 

Of course, we have a reciprocal trade program in effect today. They 
say: 

During the past year we were forced to lay off a substantial number of these 
men— 
referring to 60 that worked from 1953 to 1956— 


the remaining 33 percent are largely employed in the production of equipment 
for export through your company. 

Mr. Srmpson. If you did not have that bar over in England, for 
example, or in other countries, you could export more ? 

Mr. Warn. We could have exported more than we have; yes. 

Mr. Srmpson. On the other hand, if England did not have that 
protection for their own industry, you would not buy from England? 

Mr. Warn. We don’t purchase very much from England anyway; 
very little. 

Mr. Simpson. Do you buy abroad on the basis of price? Do you 
buy it where you can buy it the cheapest 

Mr. Warn. Oh, no. ‘We don’t buy things and import them into the 
United States, if that is what you mean, Mr. Simpson. We import 
very few things from abroad. We have occasionally done it in an 
emergency, but that is very much of an exception. 
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Mr. Stupson. I was not criticizing you for importing things if you 
created a market by selling American goods abroad. I have no objec- 
tion whatsoever to healthy trade, and I am sure you have not. 

Mr. Warn. No. 

Mr. Stmpson. However, you do agree with me that it should be 
healthy business. I assume that you would not think it was good busi- 
ness to go abroad and buy a lot of this same equipment that the Ash- 
craft Manufacturing Co. manufactures and bring it in here and 
cause unemployment in that industry. You would not do that, would 
you? 

Mr. Warn. We are not importers essentially, Mr. Simpson. So it is 
perhaps an academic question. 

If we were in the import business, I do not know; we might or we 
might not. It would all depend. We imported equipment similar to 
that type from Spain at one time. 

Mr. Soupson. Would you see no objection to another individual 
importing goods which would put this company out of business? 

Mr. Warn. I would see no objection to someone importing goods if 
they could capture the market. Then I think that is a matter that would 
be between them and all their competitors. 

Mr. Stupson. They have captured, according to this letter, a large 
part of it. 

Mr. Warn. Oh, no; not a bit. That was all due to the decline of 
the domestic market. 

Mr. Simpson. Because they lost the domestic market ? 

Mr. Warn. Yes. It just dried up on them and left them with very 
little else other than their foreign market. 

Mr. Srpson. And you are not looking to a foreign market as you 
are running up against quotas and limiting factors in the various 
countries where you might sell if it were not for those limiting fac- 
tors ? 

Mr. Warn. In some countries that is true, but in most countries 
that is not true. Otherwise, we would have never established this 
record of selling nearly as much abroad as we sell in the United States. 

Mr. Srupson. Do you run into limiting conditions in many coun- 
tries, where they have quotas and licenses required ? 

Mr. Warn. You run into problems like that from time to time in 
various countries. It is a shifting situation: this year you have prob- 
lems in one quarter; the next year it may be somewhere else on some 
other type of goods. 

Mr. Supson. However, there are a series of nations which have 
now many more restrictions than they had prior to the reciprocal trade 
program. 

Mr. Warn. You mean back prior to 1934? 

Mr. Srvpson. Yes. 

Mr. Warn. Frankly, my experience doesn’t go back that far and I 
am not competent to answer. 

Mr. Simpson. It is usually uncontroverted that there are many 
foreign restrictions by way of licenses and quotas or one thing or 
another. We started in 1934 with the tariff levels, which were very 
high under the Smoot-Hawley tariff law, which, incidentally, is still 
the law today, and we made concessions one after the other. We made 
concessions all around the world, and then we invoked the most-fa- 
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vored-nation clause. We have finally gotten down to where our tariff 
level is, I am told, No. 7 from the bottom among the nations of the 
world. 

As I see it, we have very little remaining to trade off for reciprocal 
actions on the part of the other countries. If I am correct in that and 
if we have more restrictions today on foreign trade than we had when 
we started to do this trading, I cannot see the practicality of giving 
away the rest that we have, only to wind up with still more restrictions. 

Mr. Warn. I am not competent to answer your observations. I do 
not know what the facts are in those cases, Mr. Simpson. But, as for- 
eign traders, we naturally would like to see as little impediment to 
trade as possible. 

Mr. Simpson. However, most of the impediments you are speaking 
about are in the foreign countries, are they not ? 

Mr. Warn. As far as we are concerned, because we are just ex- 
porters. If we were importers we would have a different set of con- 
siderations perhaps. 

Mr. Simpson. I think the countries of the world are more inter- 
ested in building up their own economies. I think that is the reason 
for the European common market, the European economic area that 
has just been created, and I think it is to our advantage to have them 
become a very powerful and self-sustaining, friendly unit. Conse- 
quently, I do not get too greatly concerned when I hear that they are 
denying us the right to import into their countries some of the things 
which I know in time of emergency they would have to have in order to, 
you might say, protect us; certainly to protect themselves. 

Thank you, very much. 

Mr. Warn. Thank you. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Exsernarrer. Mr. Warn, we all know that some foreign coun- 
tries have some restrictions on imports, and you have had that experi- 
ence in your exporting business from the United States, and there is 
some hampering of your entry into those countries. 

My thought is that the reciprocal trade agreements program has a 
tendency to remove those restrictions that hamper our exports to other 
countries. Do you agree with that view ? 

Mr. Warn. Yes, I do. 

Mr. Exsernarrer. Therefore, it would be helpful to your business 
as an exporter if some of these restrictions were removed in foreign 
countries ? 

Mr. Warn. Yes. 

Mr. Exsernarter. That is the very purpose of the reciprocal trade 
agreements program. 

Mr. Warn. Correct. 

Mr. Eseruarrer. Thank you, Mr. Warn. 

The Cuarrman. Mr. Warn, you have been in Europe recently, have 
you not? 

Mr. Warn. It has been about 214 years since I was last there. 

The CuarrMan. You have access to information on what the situa- 
tion is in Europe at all times, as an exporter from the United States? 

Mr. Warn. Yes. 

The Cuarrman. Are the countries of Europe at all concerned about 
a further decrease in their dollar balances ? 
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Mr. Warn. Yes. That has been a continuing matter of concern to 
not only those countries but most all countries that we do business with. 

The Cuarrman. Is it not more pronounced even in the last 18 months 
than before ? 

Mr. Warn. I cannot say that for certain, Mr. Mills. I cannot an- 
swer accurately. 

—— Have they not been decreasing their dollar re- 
serves 

Mr. Warn. Yes, there has been some decrease in that. I under- 
stand in England, for example, though, the gold reserves have gone 
up a little bit recently. But, if you are talking about a trend over 
the last few years, that has been generally true. 

The Cuarrman. Actually the great deterrent to our exporting goods 
is the dollar reserves which these countries have here, is it not? 

Mr. Warn. That is perhaps the biggest single factor involved. 
There are other things, too, that may come into each country. 

The Cuarrmayn., Is it not that factor primarily that causes a country 
to license with respect to imports into that country ? 

Mr. Warn. Yes. 

The CuHarrman. So that there can be some selection of the dollars 
that can be used to buy ¢ 

Mr. Warn. Yes. 

The Cuarrman. I had always understood that. 

Mr. Warn. Yes. 

The Cuarrman. That it is not really for purposes of restriction. 
It may restrict as to a particular import, but the dollars that are 
wuiiehte will be used for import “er of some sort. 

Mr. Warn. Yes, that is right. It is just a matter of not having 
enough dollars to buy all the things they would like to have in 
general. 

The Cuatrman. Therefore, actually it is because of our ability to 
compete in that market so readily that there must be some degree 
of selection as to what the dollars shall be spent for. Is that not 
true? 

Mr. Warn. That is correct. 

The Cuarrman. Arethere any further questions ¢ 

Mr. Simpson. 

Mr. Smowpson. Mr. Chairman, I want to comment to this effect, if 
I may: 

7H whole point in mentioning the matter of restrictions, against 

oods to be imported into a foreign country where the limiting factor 
is by license or quota, is my objection to the fact that the negotiators 
get reciprocal agreements from us with concessions that they make and 
that we make, and then turn around and, under some guise not con- 
templated at the time they were acting apparently above board, 
limit the importing into their country of the very items upon which 
they granted that which was reciprocal to our concession. Sure, they 
do it under the guise that we want to get certain items in, and they 
do it ona highly. selective basis. But, from the standpoint of the 


American manufacturer, instead of building up a market by the con- 
cessions he a to with respect to importing items, it is tough for 
him to find that summarily the concession is wiped out so far as his 
product isconcerned. That is what I object to. 
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The Cuamman. We would all have to agree, of course, that the 
man who cannot export to a particular country because of selection by 
that country is handicapped. 

Mr. Warn. Yes, sir. 

The Cuarrman. One of the things that you see in this program, I 
assume from what you say, is the probability that, through its con- 
tinuation, more aad more of this selective process will be eliminated 
in these countries. 

Mr. Warn. That is true. 

The CuarrMan. It cannot all be done overnight. It will take time 
for it to be done. 

Mr. Warn. Oh, no; this isa long process. 

The CuarrMan. We cannot hope to have that market forever unless 
some such approach to trade with that country such as is included 
within this program iscontinued. Is that your point? 

Mr. Warn. That is correct. 

The Cuamman. Are there any further questions? 

Thank you, sir, for coming to the committee and giving us the 
benefit of your views. 

Our next witness is Mr. Ed Jackson. 

Is Mr. Jackson present ? 

Please identify yourself for purposes of the record by giving us 
your name, address and the capacity in which you appear. 


STATEMENT OF ED P. JACKSON, REPRESENTING THE LOUISVILLE 
(KY.) CHAMBER OF COMMERCE 


Mr. Jackson. Mr. Chairman and members of the committee, I 
realize that the committee has had a rather long day here. 

My name is Ed Jackson. I am a practicing attorney from Louis- 
ville, Ky., and my appearance before the committee is as a representa- 
tive of the Louisville Chamber of Commerce, the Foreign Trade Club 
of Louisville, and as spokesman for several Louisville industries in- 
terested in foreign trade. 

The Cuamman. Mr. Jackson, can you conclude your statement in 
the 10 minutes we have allotted to you? 

Mr. Jackson. I trust I will be nig to doso, sir. 

The Carman. You are recognized. 

Mr. Jackson. The following statement is in support of an exten- 
sion of the President’s trade agreement authority, and no attempt will 
a pane to discuss any specie bill or any provision of any pending 

ill. 

At a meeting of the board of directors of our Louisville Chamber of 
Commerce on November 14 of last year, a resolution was adopted in 
which Congress was requested to renew the reciprocal trade agree- 
ments program for a period of 10 years. A copy of that resolution is 
attached to this statement as appendix A. While the resolution goes 
further than the President’s program, I feel confident our chamber of 
commerce would be satisfied with a 5-year extension, if such extension 
were enacted without crippling amendments or changes. 

As I sat in my office pondering on the substance of these few re- 
marks—and not without a very deep feeling of inadequacy to the task— 
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I wondered whether this committee or any member of the committee 
would stop to consider the motivation behind the appearance of a law- 

er from the Midwest part of the country on this issue. I have no 
ight bulbs to protect, no bicycles to protect, no china to ers and 
no wool except that which might be contained in the suit I wear. No, 
my appearance here is solely for the purpose of serving as spokesman 
for our chamber of commerce and a group of businessmen in our part 
of the country who feel strongly that a continuation of our reciprocal 
trade agreements program, in such form as it has existed since 1934, 
is very much in the best interest of our country. 

While I do not serve on the board of our chamber of commerce, it 
is probably a fair assumption that some members voted for the attached 
resolution with a substantial measure of misgiving as to its ultimate 
effect on their business. In appearing before this committee, I do not 
take the position that the members who felt that way are unjustified in 
their feeling. Few would deny that a lowering of tariff barriers does, 
and will, to some indeterminate extent impinge on the internal market 
of certain American industries. On the other hand, I am firmly con- 
vinced that each member of the board in voting for the resolution did 
so because of a personal conviction that an effectuation of the resolu- 
tion would result in the greatest good for the greatest number of our 
citizens. 

While our State of Kentucky perhaps does not engage in as much 
foreign trade as some other States, we are not unmindful of the ap- 
proaching completion of the St. Lawrence seaway, and no little effort 
is being devoted by us to improvement of the locks and dams on our 
Ohio River so that we will be able to engage in an increasing volume 
of such trade. 

We are quite proud in Louisville that both Louisville and Kentucky 
in the past few years have seen a substantial increase in industrial de- 
velopment, and we feel that, to the extent we can engage in foreign 
trade, that industrialization can be expanded. 

In perhaps no other State is the conflict between protective tariff 
and free trade brought more clearly in focus than in Kentucky. A lan- 
guishing coal industry pleads for protection from oil imports, while 
the tobacco industry and the spirits industry depend increasingly 
upon foreign trade for outlets. This conflict, as each member of the 
committee knows far better than I could possibly know, is repeated 
and multiplied in each State and Territory of this great country. Yet, 
I say to you gentlemen, and with all the force at my command, the best 
interest of our people and of your constituents, wherever they are 
located, dictates that you enact legislation which will permit the execu- 
tive branch of the Government to continue and ex anid the present pro- 
gram of freer trade between this country and the other countries of 
the world. 

Ominous words have been written and uttered as to the probable 
success of this legislation, frequently accompanied by expressions 
like “shades of Smoot-Hawley days.” It has also been suggested that 
the industrialization of the South has broken down historical and 
traditional political tariff attitudes. I urge this committee, indi- 
vidually and collectively, not to engage in such thinking. The legis- 
lation here under consideration transcends all political consideration 
since it goes to the heart of the continued economic well-being of our 


oun a 
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great country. I urge each member of this committee to take on the 
mantle of a combined Vandenberg and Hull, cast out debilitating 
thoughts of partisanship and act on this issue in such manner as to 
help assure the continuation of our Nation’s position of strength in 
a war-threatened world. 

In enacting this legislation we urge this committee to be not un- 
mindful that international reciprocal trade is a two-way street and 
to recognize the obvious corollary between foreign trade and foreign 
aid. 

In light of the President’s request last week that the Congress ap- 
propriate almost $4 billion for fences aid—and we saw the substan- 
tial display of bipartisan support of that program yesterday—deep 
and soul-searching thought Recaala be given by each member of this 
a to the question “How favorable is a favorable balance of 
trade ?” 

Since World War II our exports have exceeded our imports by 
some $4 billion to $8 billion each year. It seems almost a two-by-two- 
equals-four proposition that this imbalance is being taken care of 
by grants-in-aid. How long can it or should it be continued? Cer- 
tainly, so long as any trace of world conflict exists, prudence dictates 
that we either trade or grant aid to the free world. 

It is my understanding of the legislation here under consideration 
that its fundamental intent is to permit a continued reduction of 
tariff barriers, thereby inducing a greater volume of imports which 
will help to diminish the above imbalance. 

Louisvillians were recently honored by a visit from her Britannic 
Majesty’s Consul General from Cleveland, Ohio, the Honorable John 
Brett Robey. In an appearance before our Foreign Trade Club, this 
distinguished Englishman was asked to comment upon the probable 
international consequences of a failure by Congress to renew our re- 
ciprocal trade program for a period of less than 3 years. He re- 
sponded that this legislation was a matter of vital importance to the 
people of England and the Western World. He stated that a failure to 
renew the program for 3 years or more would provide tremendous 
propaganda material for the communistic countries and the effect 
would certainly be most devastating. 

In this sputnik—and I proudly add Explorer—girded universe, 
where daily technological discoveries and advancement are making 
neighbors of all peoples of all countries, this august committee should 
not belittle itself by deigning to recommend a course for our country 
which would fail to give due recognition to these developments, and, 
in so failing, jeopardize our position of world leadership. 

Our nation, engaged as it is in a perhaps mortal struggle to capture 
the minds of men throughout the world, will in no wise be helped in 
that struggle by a policy of foreign trade and tariff which contains 
any element of having-your-cake-and-eating-it attitude. 

Gentlemen, in behalf of those whom I represent, I urge you to re- 
port legislation which will continue our reciprocal trade program un- 
impaired. I thank you for having been accorded the privilege of 
appear before you. 

The Cuatrman. Mr. Jackson, do you desire to have appendix A 
included with your statement in the record ? 

Mr. Jackson. If I may; yes. 
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The Cuatrman. Without objection, it will be included. 
(Appendix A is as follows:) 


APPENDIX A 


Resolution adopted by the Board of Directors of the Louisville Chamber of 
Commerce on November 14, 1957: 

“‘Whereas international trade, balanced at a high level through the exchange of 
goods and services between the peoples of nations comprising what is today 
termed the “free world,” is an urgent and indispensable need ; and 

“Whereas we must encourage imports by trading equitably with those who 
have to buy from us * * * keeping foremost in mind the fact that our friends 
throughout the world who wish to remain our friends must either trade or die; 
and 

“Whereas restraints on international two-way trade have to be reduced to the 
smallest practicable proportions, consistent with the overall present and future 
welfare, economy, and safety of our Nation, or all efforts on the political state 
of the world seeking peace and human freedom will meet with uttter failure; 
and 7 

“Whereas the total United States volume of exports and imports surpassed $30 
billion annually in 1956 and is a keystone to our own peace, prosperity, and the 
welfare of our citizens: Now, be it, therefore 

“Resolved, That the Louisville Chamber of Commerce hereby requests Con- 
gress to authorize a 10-year renewal of the reciprocal trade agreements program 
beyond June 30, 1958; and be it further 

“Resolved, That copies of this resolution be sent to Kentucky Senators and 
Representatives in the Congress.” 

KENNETH P. VINSEL, 
Evecutive Vice President, Louisville Chamber of Commerce. 


The Cuarrman. Are there any questions of Mr. Jackson ? 

If not, sir, we thank you for coming to the committee and giving us 
the benefit of your views and of the organizations you represent. 
Thank you, sir. 

Mr. Jackson. Thank you, sir. 

The Cuatrman. That concludes the calendar for today. 

Without objection, the committee adjourns until 10 a. m. tomorrow. 

(The following statement was submitted for the record :) 


STATEMENT REGARDING THE TRADE AGREEMENTS PROGRAM 


NATIONAL ForEIGN TRADE Counctt, INC., 
New York, N. Y., February 21, 1958. 


The National Foreign Trade Council believes that a large and expanding 
volume of international trade provides an effective and major contribution to 
the building up of that economic strength necessary for our continued security 
and freedom. 

The United States today is more dependent than ever upon the maintenance 
of a high and rising level of international trade. This dependence on interna- 
tional trade has become intensified since inauguration of the trade agreements 
program in 1934, as our population and our economy have expanded. Now and 
in the future we must increasingly rely on exports, and reciprocally on expanded 
imports especially of strategic and other raw materials, if we are to have a pros- 
perous and balanced agricultural and industrial economy. 

Exports are of vital importance for a prosperous America. They provide 
broader outlets for American agricultural and industrial products. As our 
economy expands, we will need to expand foreign markets. For many commod- 
ities and products, exports today comprise a highly important part of total out- 
put, ranging up to 25 percent in many instances and to 50 percent and beyond in 
others. To many American producers, exports are not merely important, they 
are indispensable. And the time will come when exports will be as vital to 
our economy as a whole, as they are now to many producers. 

The present excess in exports may well be a temporary and passing phe- 
nomenon. As other industrial nations improve their production and distribution 
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techniques, and as the European Coal and Steel Community and Common Mar- 
ket and similar arrangements become more and more effective, American ex- 
ports will become increasingly vulnerable to more intensive competition occa- 
sioned by improvements in foreign product, price, and availability—the tripod 
upon which all successful marketing depends. We should, then, look to the long 
run as well as the short run, and be prepared to meet increased competition to 
our exports. 

As regards imports, the United States today depends on foreign sources for 
a large part of the strategic and other raw material supplies necessary to meet 
the needs of a high-level peacetime economy and the requirements of national 
defense. In the case of many such commodities, United States production ac- 
counts for only a small proportion of requirements. Furthermore, our own re- 
sources of some of the most essential raw materials are rapidly being depleted. 
There are other products for which we are entirely dependent upon foreign 
sources. In addition, this country obtains from abroad a substantial volume of 
semimanufactures and finished products required by the American economy. 

Today more than 414 million American families gain their living in activities 
directly concerned with export and import trade. There is scarcely an individ- 
ual in the country who is not dependent in some degree upon our international 
commercial activities. All regions and all segments of our economy have a stake 
in the exportation and importation of goods and services. 

A large volume of international trade enlarges opportunities for the less de- 
veloped countries to sell increased quantities of the raw materials, foodstuffs 
and other goods which they can currently produce. It thus make it possible for 
these countries to obtain from the industrially more advanced nations the cap- 
ital goods and other products needed to further develop their economies, raise 
living standards, and achieve the diversification essential to economic stability 
and growing prosperity. International trade is a proven means for the fulfill- 
ment of the aspirations of free peoples for economic and social advancement and 
so contributes to the peace and security of all the free world including the 
United States. 

It would be extremely unfortunate for the United States to discontinue a pro- 
gram for expanded international trade relations which means so much, both 
to the industrially advanced and less developed nations of the free world—a 
program in which this country has played such an active and leading part for 
nearly a quarter of a century. 

The National Foreign Trade Council considers the United States trade agree- 
ments program the best mechanism, thus far devised, for maintaining a high and 
rising level of international trade and for preservation and enhancement of the 
world trading relationships required for our expanding prosperity. 

The council urges the enactment of legislation to carry forward the trade 
agreements program. It recommends that the extension be for a duration suf- 
ficient to stimulate confidence in the stability of our foreign trade policy. 

If the United States is to maintain a vigorous and thriving economy and if 
it is to fulfill its responsibilities in helping to strengthen and preserve the free- 
dom and security of this country and other free nations, we must remain strong. 
There should, therefore, be continued authority under the trade agreements pro- 
gram to safeguard vital interests of American producers. 

The council believes that failure of the United States to support the trade 
agreements program at this time would have a bad psychological effect and 
would be a serious blow to world confidence and to the trade relationships be- 
tween free nations upon which rests to a very great extent the ability of free 
peoples to advance their well-being and, at the same time, remain free. 


(Whereupon, at 3:50 p. m., the committee adjourned until 10 a. m., 
Thursday, February 27, 1958.) 
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THURSDAY, FEBRUARY 27, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MrAns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

Our first witness this morning is Mr. Howard Richmond. 

Mr. Richmond, please come forward and identify yourself for the 
record by giving us your name, address, and the capacity in which 
you appear. 


STATEMENT OF HOWARD RICHMOND, VICE PRESIDENT AND 
DIRECTOR, CROMPTON CO., INC., NEW YORK, N. Y. 


Mr. Ricumonp. My name is Howard Richmond. I am vice pres- 
ident and director of Crompton Co., Inc., New York City. I am ap- 
pearing individually. 

The Cuarrman. Can you complete your statement in the 20 minutes 
we have allotted to you, sir? 

Mr. Ricumonp. Yes, sir;I can. 

The CuarrMAn. You are recognized, sir. 

Mr. Ricumonp. My name is Howard Richmond. I am vice presi- 
dent and a director of Crompton Co., Inc., New York City, with 
five wholly owned manufacturing subsidiaries in the States of Ar- 
kansas, Georgia, Rhode Island, and Virginia. We are primarily 
engaged in manufacturing and merchandising velveteens, corduroys, 
snd velvet, all of which are specialized textiles, 

I am appearing before you as a private businessman. The views 
and recommendations I propose are strictly my own, though they 
do have the enthusiastic endorsement of the management of my 
company. 

I feel justified in imposing on your valuable time at these hearings 
because I have had the unique experience for the past 10 years of being 
closely associated with all phases of the Lanctinel aeenets of the work- 
ings of the trade agreements program as it affects an industry that 
has been battling for its very survival. The problems of foreign com- 

etition faced by the velveteen industry during this period are well 
cnown to this committee, to Congress, and to the administration. 
They need not be repeated here. 
e have utilized every avenue open to us by the Trade Agreements 
Act as amended from time to time. We have expressed our views and 
24093—58—pt. 1-44 677 
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recommendations in the past before this committee, its subcommittee, 
the Finance Committe of the Senate, the different branches of the 
executive, the Committee on Reciprocity Information, and the United 
States Tariff Commission. In addition, we have filed for and fol- 
lowed through on escape-clause action and received a unanimous find- 
ing from the Tariff Commission, although this was turned down by 
the President. 

As a result I have acquired from practical experience sufficient 
knowledge to lead me to believe that possibly my views and recom- 
mendations may in some small way contribute to the solution of the 
problems now faced by the Congress in considering a further extension 
of the Trade Agreements Act at this time. 

For the first 125 years of our Nation’s history, tariffs played a dual 
role: to raise Federal revenue and to protect growing domestic indus- 
tries from injurious foreign competition. With the adoption of the 
Federal income tax in 1913, the importance of tariffs as a revenue 
producer has continually declined. In 1956 the total customs receipts 
amounted to $736 million, still a large sum but very small compared 
to the total revenues. The need for tariffs to protect vulnerable 
domestic industries has never been seriously challenged. The degree 
of tariff rates needed for protection has been the subject of bitter 
debate by all interested segments of the economy since the first tariff 
law was passed. 

Because of the growing complexity and the continual change in the 
economy of the United States and the countries with which we must 
trade, a flexible tariff policy is needed more than ever to accomplish 
any tariff program, merely to keep abreast of changing conditions. 
Section 336 of the Tariff Act of 1930 was the first attempt to incor- 
porate the principle of flexibility. Under this provision about 120 
investigations were made on individual rates by the Tariff Commission 
of which about 40 percent resulted in rate changes, some increase 
and some decreased. 

With the adoption of the Trade Agreements Act of 1934 the princi- 
ple of flexibility was transferred to the President. It provided that 
any rate changed or bound by a trade agreement would no longer be 
eligible for adjustment under section 336. 

nder the Trade Agreements Act as amended, through many bi- 
lateral and tniiltilateral trade agreements, a very substantial reduction 
in United States tariffs has been accomplished. It was early feared 
that this type of wholesale reduction in tariff rates would inevitably 
create injury to American industry. 

As early as February 25, 1947, the Executive required the escape 
clause to art of future agreements. In 1948 the peril point pro- 
vision was added. Although it was abolished in 1949 it was restored 
in 1951 and has been part of the law since. In 1951 the escape clause 
became part of the law. In 1953 the escape clause procedure was 
speeded up from 12 to9 months. In 1955 the Tariff Commission was 

uired to make public its escape clause findings, the definition of 
injury was tightened up, and a provision was added to protect vital 
defense industries. 

This succession of changes in the law was brought about by the 
increased realization that the wholesale reduction in tariff rates has, 
in effect, created injury to American industry and was bound to create 
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inestimable future injuries, thereby requiring provisions for effective 
remedies. 

Presidents Roosevelt, Truman, and Eisenhower have each assured 
the Congress and the country that American industry would not be 
injured or placed in jeopardy by the administration of the trade-agree- 
ments program. 

The facts are inescapable. In spite of these assurances and in spite 
of the efforts of the Congress, no one can dispute the fact that many 
industries have been injured and the fact that the relief machinery 
now available is not effective. 

I would not question the beliefs of many that much good has been 
accomplished in our foreign relations, in our foreign trade, and even 
in parts of our domestic economy by the trade-agreements program. 
I very strongly believe that unless donnie are made, whatever good 
has been accomplished will be overshadowed by the ever-growing hard- 
ships to American industry and labor from foreign competition con- 
tinually gaining a larger and larger share of the American market. 

Fundamentally what is needed is a complete new basic tariff law, 
but from a practical point of view this would appear not to be possible. 

Instead we need now a few important changes in the pro 
— realistically conceived to warrant the wholehearted sup- 
port of: 

1. The administration; 

2. That large segment of industry not affected by foreign competi- 
tion and primarily interested in increasing exports; 

3. That growing segment of industry suffering from foreign com- 
petition ; 

4. All labor, organized and unorganized, now divided on this ques- 
tion, depending on the interests of the industries in which they are 
employed ; 

5. Agriculture; 

6. Our foreign friends desiring to export to this country ; 

7. The American consuming public. 

This may sound impossible. I do not think it is. The theory of 
equalizing tariffs that can be accomplished within the framework of 
the present law should satisfy all groups. The following amend- 
ments to H. R. 10368 under consideration will accomplish this purpose: 

1. The authority of the President to enter into trade agreements 
should be extended for 3 years. 

2. It should provide the President with authority to reduce any 
tariff rate existing July 1, 1958, by 5 percent annually for 3 successive 
years not to exceed 15 percent over 3 years. No authority should be 
granted to reduce rates by any other method. ¢ 

3. It should provide the President with authority to raise tariff 
rates 50 percent over those in effect July 1, 1934. A 

4. It should continue the peril-point provisions with the following 
changes: 

(a) Prohibit any tariff reduction below the peril point determined 
by the Tariff Commission. y 

(6) If, when determining peril points for items being considered 
for trade agreement negotiations, the Tariff Commission. finds that a 
rate should be raised to avoid injury, the Commission should promptly 
institute escape clause procedure. 
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(¢) Require the peril point findings be made public at the time they 
are submitted to the President. 

(5) It should continue the escape clause provisions with the fol- 
lowing ch . 

(a) The time allowed the Tariff Commission to reach a decision 
should be reduced to 3 months. 

(2) The Tariff Commission should be empowered to establish by 

roclamation its recommendations for higher or lower rates effective 
in 60 days unless countermanded by joint action of Congress within 
that time. If Congress were not in session it could countermand the 
new rates within 60 days after convening. 

6. It should establish a clear-cut formula for raising or lowering 
rates to be followed by the Tariff Commission as follows: 

(a) If the landed cost of an import duty paid at port of entry is 
5 percent or more below the competitive manufacturing cost includ- 
ing overhead but exclusive of selling and advertising costs for a like 
or similar domestic article, the present rate of duty shall be increased 
by an amount to compensate. 

(6) If the landed cost of an import duty paid at port of entry is 
above this criterion, a reduced rate shall be determined to reduce the 
landed cost of 5 percent below the manufacturing cost of the do- 
mestic equivalent. 

(c) The Tariff Commission in an ae clause finding should be 
empowered to transfer articles to the free list and from the free list to 
the dutiable list where found necessary to establish rates in accordance 
with these provisions. 

(d) Articles on the dutiable list not now eligible for escape clause 
procedure and articles on the free list should be made eligible for 
escape clause procedure. 

(e) The Tariff Commission should be directed to consider the 
landed costs of imports from more than one major foreign country 
(where such condition exists) and should employ all practical means 
in determining applicable rates so that the ciel costs of imports 
from two or more major countries shall be equalized. 

7. The duties collected from imports from the individual foreign 
countries should be made available annually as dollar credits to those 
countries under the following conditions: 

(a) These credits could be used by the foreign countries only to 
purchase American exports. 

(6) These credits should be used within 12 months after being 
established. 

8. The Tariff Commission should be increased from the present 
6 to 7 Commisisoners so that a clear majority would always prevail. 
ie Sufficient funds should be provided to the Tariff Commisison so 
that: 

(a) The compensation of the Commissioners and to the staff should 
be commensurate with the high level of competence required. 

(6) The staff can be increased to handle the anticipated amount of 
work efficiently and within the shortened time period. 

I believe these amendments to the bill under consideration should : 

1. Satisfy the administration. It would have sufficient authority to 
negotiate trade agreements to achieve our major goals: to reduce trade 
barriers, to expand trade amoung the free nations, to strengthen our 
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economy, which is the foundation of our national security, to enhance 
the economic health and strengthen the free world, and to provide a 
vital force to wage total peace. 

2. Satisfy that large segment of American industry dependent on 
exports by providing the credits from the collection of duties to 
further the expansion of our exports and by assuring a sound Ameri- 
can economy. 

3. Satisfy that growing segment of American industry now suffer- 
ing from foreign competition by providing a practical means of relief 
in those cases where duties have been reduced too far and by preventing 
further reduction where injury would occur. 

4. Satisfy all labor, organized and unorganized, regardless of where 
employed. 

5. Satisfy agriculture by providing the credits to further the expan- 
sion of our agricultural exports and by improving their domestic 
markets by strengthening the American economy as a whole. 

6. Satisfy our foreign friends by providing the means of gradually 
equalizing duties, giving all countries an equal opportunity to com- 
pete with each other and with American industry in the American 
market, and by making credits available to be used as they see fit, 
eventually improving their standard of living, thus reducing the need 
for duties in the future. 

7. Satisfy the American consuming public because of establishin 
the principle of permitting foreign countries to compete fairly with 
American industry, making available a wider selection of products in 
this market and, most important, because of the assurance of the 
maintenance of our high standard of living. 

8. Satisfy the entire country by establishing the basis for an eco- 
nomically sound tariff and foreign trade policy, particularly at a time 
when the economy as a whole needs this added confidence. 

Thus, all segments of our economy at long last could unite in 
supporting this program for the common good. 

Thank you. 

The Cuarrman. Are there any questions of Mr. Richmond ? 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Yes. 

Mr. Mason will inquire, Mr. Richmond. 

Mr. Mason. On page 7, item 7, you give us an entirely new thought, 
which is rather unusual, I may say. After listening to this subject for 
the last 10 or 15 years, it is unusual to get a new thought. 

Mr. Ricumonp. [I realize that. 

Mr. Mason. You state there that: 

The duties collected from imports from the individual foreign countries should 
be made available annually as dollar credits to those countries under the 
following conditions— 
and then you set forth the conditions. 

That is an entirely new thought to me. I do not think it has 
ever been given in testimony before this committee—at least, in the 
years that I have been on it. 

Do you recall that, Mr. Chairman ? 

The Cuatrman. No, I do not. 

Mr. Mason. I think that is the most valuable contribution we have 
had for some time. 
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That is all, Mr. Chairman. 

The Cuamman. Are there any further questions? 

Mr. Harrison will inquire, Mr. Richmond. 

Mr. Harrison. Mr. Richmond, before we leave that subject, would 
you outline the gat of that proposal No.7? What do you intend 
to accomplish by it? ; 

Mr. Ricumonp. We would establish here an equalized tariff, 
whereby foreign producers can compete in the American market on 
relatively even terms with American production. Those countries 
with the lowest costs and the lowest standards of living, obviously, 
have the lowest prices in this country. From those countries we 
would extract the larger duties. From the countries with the highest 
standards of living, with the higher costs, we would normally extract 
the lower duties. 

By making available those duties to the countries from which they 
have been collected to be used by them, eventually you are going to 
increase the standard of living in those individual countries, with the 
larger credits going to those countries with the lower standards of 
living, so that eventually, the theory behind it is, you will build 
those standards of living up closer to the American standard of liv- 
ing, and therefore reduce the need for tariffs. 

. Harrison. Mr. Richmond, I want to invite your attention next 
to section 6 on page 6. 

Would you cae that manent of the findings of injury? 

Mr. Ricumonp. In effect, what I suggest here is that this be a sub- 
stitute for injury. To the best of my knowledge, this country has 
never proclaimed publicly or to our foreign friends what is the basis 
of a sound tariff. 

In the previous acts, 1930 and before, rates were negotiated with 
this committee, worked out in Congress, and established. Since then, 
rates have been reduced through trading. But at no time have we 
told the world what we believed was fair and right. 

“Tariff” in itself is a word that is misunderstood and misused by 
many, many people. To many free traders, the word “tariff” merely 
means the imposition of duties to exclude imports. To many people 
that are producers in this country, that require protection, “tariff” 
may mean merely the imposition of duties to compensation for cost 
of production. But never have we stated or spelled out at any stage 
of the game what this country believes is a fair tariff. 

I do not think many people can disagree with me when we state 
publicly that our idea of a fair tariff is one to permit foreign countries 
to compete fairly in the American market. I am sure there may still 
be some protectionists left that would disagree with me, that would 
still want tariffs to exclude imports, but I honestly believe that the 
great majority of those protectionists in this country and the great 
majority of the free traders in this country agree with that theory. I 
cannot see how you can disagree with the theory that you will produce 
a tariff which will permit foreign countries to compete equally in the 
American market. 

If you establish that, or some principle like that, you immediately 
eliminate much of the problem that faces us. We then eliminate the 
necessity of defining injury. We then eliminate problems the Tariff 
Commission has—and I read their testimony, every word of it, and 
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it was ao good. In coming forth with these findings, because Con- 
gress would set forth the principles of what is fair and what is just, 
we would then make adjustments accordingly. 

That is the only reason I can suggest shortening the time down to 
8 months in the escape clause, because the Tariff Commission’s duties 
would be much simpler. 

The principle of stating a in the law and to our foreign 
friends what we believe is right and fair as far as tariffs are concerned, 
I believe isnew. Ido not think it has been done. I think that if that 
were done, we would immediately eliminate a great deal of miscon- 
ception as to what tariffs are. 

his criterion may not be it. I am not saying itis. It is merely a 
ee The principle of permitting foreign countries to compete 
on the American market on relatively even terms with the American 
producers I do not think can be disputed by the great majority of the 
people in this country. 

r. Harrison. What would be the effect of this proposal on the 
most-favored-nations principle ? 

Mr. Ricumonp. That is a good question. Right now, in our tariff 
schedules, we have a series of rates in effect which accomplishes what 
I say should be accomplished more frequently. We have rates that 
impose a higher rate of duty on lower evaluations and a lower rate 
on higher evaluations, and we have rates that are broken down by 
evaluation gradations. 

Those rates under trade agreements would become available to all 
countries under our most favored nations clause, but the countries 
with the lowest costs and the lowest foreign values pay the higher rates, 
right now. So it can be done without in any way affecting our most 
favored nations clause, because by means of that type of duty, you 
can impose a higher rate on the lower valuations and a lower rate on 
the higher valuations and make the basic rate, the whole of it, available 
to all countries. You then satisfy your most favored nations clause, 
and most countries that can produce it more cheaply, and therefore can 
undersell us to a greater extent in this country, will pay a higher rate, 
and those countries who have costs higher than ours would pay a lower 
rate. 

Mr. Harrison. Do you anticipate any difficulty in determining the 
costs of the production on a domestic item ? 

Mr. Ricumonp. We are not concerned with the cost of a foreign 
article. 

Mr. Harrison. I said a domestic article. 

Mr. Ricumonp. And as far as the domestic article is concerned, I do 
not think there should be too much difficulty there, particularly if we 
are willing to give power of subpena to the Tariff Commission. Cer- 
tainly, in a 3-month period, it should not be difficult. 

Mr. Harrison. Thank you. 

The Cuatrman. Are there any further questions? 

If not, Mr. Richmond, we thank you, sir, for coming to the com- 
mittee and giving us the benefit of your suggestions. 

Our next witness is Mr. Eugene 8S. Gregg. 

Mr. Gregg, please come forward and identify yourself by giving 
us your name, address, and the capacity in which you appear. 
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STATEMENT OF EUGENE S. GREGG, CHAIRMAN, COMMITTEE ON 
COMMERCIAL POLICY, UNITED STATES COUNCIL OF THE INTER- 
NATIONAL CHAMBER OF COMMERCE, NEW YORK CITY 


Mr. Greece. Mr. Chairman and members of the committee, my name 
is Eugene S. Gregg, of Statesville, N. C. Prior to retiring I was 
president of the Westrex Corporation of New York. I am appearing 
today as chairman of the Committee on Commercial Policy of the 
United States Council of the International Chamber of Commerce. 

The Carman. Mr. Gregg, will it be possible for you to complete 
your statement in the 20 minutes we have allotted to you? 

Mr. Greee. I think so, sir. 

The Cuarrman. You are recognized, sir. 

Mr. Greece. The United States Council is an organization made up 
of business firms and business organizations representing most of the 
various branches of American business. Over the past several years 
the council has = careful consideration to many aspects of our 
international trade. 

This proposed legislation to extend the Trade Agreements Act ought 
to be examined in the light of the present-day conditions and needs 
of our country. Prior to the introduction of this bill the United States 
Council had made such an examintion. It concluded that our thinking 
on this subject ought to be modernized, that the purposes which our 
trade policy should now serve ought to be identified and stated in 
the law, and that having done this the operative provisions of the law 
ought to be such as to effectuate those purposes. I shall not go into 
the council’s conclusions and recommendations in detail. I should 
like, however, to introduce into the record the council’s 20-page state- 
ment entitled “A Modern Trade Agreements Act.” 

The CuatrmMan. Without objection, that will be done. 

(The statement referred to is as follows :) 


FOREWORD 


For 23 years, the Trade Agreements Act has served as the cornerstone of 
United States foreign economic policy. Its unprecedented endurance is a trib- 
ute to the foresight of those who framed the act and to those responsible for its 
execution over the years. 

The entire Nation has benefited from the policies laid down in the Trade 
Agreements Act. To a degree far greater than is generally realized the pros- 
perity and national security of the United States is dependent on a policy of 
freer trade and greater international economic cooperation. 

Since the advent of the Trade Agreements Act, however, world conditions 
have changed dramatically and successive amendments to the act, rather than 
taking these changes into account, have often weakened our Nation’s ability 
to earry out a trade policy fashioned to modern conditions. 

In a previous series of reports, the United States Council presented both its 
views and analyses on various features of our foreign economic policy. With 
this report the council offers recommendations for revising the Trade Agree- 
ments Act when this basic directive for our trade policy comes before the Con- 
gress for renewal in 1958. 

I am confident that the principles presented in the council’s report will find 
wide acceptance. There will, of course, be differences of opinion on how these 
principles can be most effectively put into practice. However, defining specific 
recommendations and reaching agreement on them among an important section 
of the business community is a great achievement. 
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The members of the council’s committee on commercial policy and its eco- 
nomic adviser, Harry C. Hawkins, have given unsparingly of their time and 
efforts in the preparation of this report and the council is deeply grateful to 
them. 

Pur, Cortney, Chairman. 


COMMITTEE ON COMMERCIAL POLICY 
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A MopERN TRADE AGREEMENTS ACT KEY TO WORLD MARKETS—A REPORT OF THE 
COMMITTEE ON COMMERCIAL POLICY 


I. RESTATING THE PURPOSE 


The authority in the Trade Agreements Act of 1934 will again expire June 30, 
1958. This presents an opportunity to reexamine our trade policy thoroughly 
with a view to making this important legislation fully responsive to present-day 
American needs. 

Such reexamination may well take as a starting point consideration of the 
purposes American trade policy should serve, having fully in mind the great 
changes that have taken place in the economic needs and world position of the 
United States since 1934. Without a clear perception of such purposes the 
legislative process is like a rudderless ship whose destination is left to the winds 
of political pressure, compromise, and chance. Also, without such a statement of 
purposes in the law itself the Executive lacks adequate legislative guidance and 
support in administering the law. 

This legislation should serve the national interest as a whole. The Council 
has consistently held that the national interest requires an expansion of inter- 
national trade. The axiom that legislation should seek the greatest good of 
the greatest number needs reiteration in relation to tariff legislation, which has 
been so notoriously subject to pressures and politics, with minority interests 
often exerting an undue influence on the outcome. 

The present law has one stated purpose only: the expansion of foreign mar- 
kets for products of the United States. The authority can, therefore, only be 
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used for the purpose of expanding American exports and cannot be used, except 
incidentally, for other equally important purposes such as promoting consumer 
interests and strategic objectives. 

Hence the purposes to be served by the law should not only be identified in 
order to frame a policy genuinely in the national interest, but should be stated 
in the law for the guidance and authority of the Executive. 

The United States Council believes that the statement of purposes should 
express the general aim of promoting the prosperity and security of the United 
States through the reduction of government impediments to private trade, with 
the following specific purposes in view: 


Progressively permitting trade to replace foreign economic aid, thereby relieving 
the taxpayers’ burden 


There has been an insistent demand for the reduction of foreign aid out of con- 
cern for the taxpayer. A large part of dollar availabilities of free-world coun- 
tries have been created by United States Government loans and grants and by 
military expenditures abroad. Reduction of foreign aid in combination with a 
backward-looking trade policy would deal a double blow to vital American 
interests. If such a reduction in dollar resources should be large, it would 
create serious balance-of-payments problems abroad which would weaken our 
allies, retard the economic development of potentially friendly nations, increase 
the difficulty of transferring earnings or recovering capital from private invest- 
ments abroad, delay currency convertibility, and curtail American exports 
through necessitating foreign restrictions against the importation of dollar 
goods. 

While foreign aid may remain high for a time, long-run American policy 
clearly should not be predicted upon the American taxpayer carrying such a 
load indefinitely. 


Promoting American exports by providing a basis for the negotiation of bene- 
ficial agreements with foreign countries 

American export interests would benefit from a freer American import policy 
because of its effect on private foreign investment, the prospects of currency 
convertibility, and the increased foreign buying power for dollar goods. But 
they would also benefit directly from agreements with foreign countries in- 
volving negotiated reductions in foreign tariffs and other barriers to American 
trade. Such negotiating authority will be particularly important to American 
export interests during the next 4 or 5 years when the huge European common 
market will probably be taking shape. 


Avoiding government encouragement of the inefficient and less rewarding use of 
national productive resources, at the expense of the American consumer 


This statement of purpose refers not only to inefficiency in the literal sense of 
difficulties attributable to management but to difficulties lying beyond the control 
of management, such as changes in consumer habits, or competition of machine 
production with handicraft industries. 

What is advocated here is not, of course, positive government steps to dis- 
courage particular lines of production but rather the reduction of government 
interference with market forces so as to allow them more scope for shaping the 
pattern of American production along the most productive and rewarding lines. 


Avoiding serious injury to American producers 


The most striking feature of the American free-enterprise system is its adapt- 
ability. The response to increased competition from any source, foreign or 
domestic, is likely to be product or process variation or improvement in order 
to meet or evade such competition. In some cases, however, increased import 
competition might result in shifts of capital and labor to wholly new pursuits, 
with serious adjustment problems for the people concerned. 

Trade legislation should have as one of its purposes the avoidance of injury 
to American producers. But this purpose should be so defined as to reduce to a 
minimum the conflict with other purposes of great importance to American inter- 
ests generally. The law should clearly provide that producers are to be safe- 
guarded not from change, but from injury during the process of changing. This 
would recognize that change to more efficient and rewarding lines of production 
is to the ultimate benefit of most of the people concerned in such a shift, but that 
injury may occur during the process of adjustment. 
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New trade legislation might provide that in difficult cases there should be a 
gradual approach to tariff reduction unless effective government help in some 
other form is available. 


Affording easier access to the resources of the rest of the world on which the 
American economy and living standards increasingly depend 


Since 1934, when the present Trade Agreements Act was first enacted, our 
population has increased by some 40 million and is still increasing faster than 
the average for the rest of the world. This and higher living standards are 
making heavy demands on our natural resources. Moreover, the higher living 
standards include the common use of highly complex products (television, etc.) 
whose construction calls for a variety of materials from scattered sources 
throughout the world. War has made further inroads on American resources. 
We are now heavy importers of numerous products once available in abundance 
at aun and for which we will become increasingly dependent on the outside 
world. 

The case for increased foreign trade goes beyond advocating that duties should 
be reduced on goods which are not now produced in adequate quantity domesti- 
cally. It is also that we should develop long-run policies here and abroad to 
meet our import needs. We must recognize that we can satisfy our require- 
ments only by an expanding trade with the rest of the world. 

The fact that we now have foreign exchange in abundance does not alter the 
basic fact that in the long run we can only import with what we can earn, prin- 
cipally through exports. World trade patterns evolve slowly. National policy 
= look ahead and seek an evolution consistent with clearly visible future 
needs. 

All this translates into the every-day terms of the quantity, quality, and 
variety of goods that an American family can now and in the future buy with its 
income; which is, of course, what the term “living standards” means. 


Encouraging private American investment abroad 


Private foreign investment makes available products we need, such as petro- 
leum, nickel, bauxite, copper, lead, zinc, chrome, and iron ore. American capital 
abroad has in past years supplied one-fifth to one-quarter of our total imports 
of all products, and for particular products such imports have amounted to 
30 to 90 percent of our total imports of each product. 

Private foreign investment also strengthens our export position by generating 
foreign countries by supplementing local capital formation, by bringing in mod- 
ern technology, management, and business organization, and by developing new 
skills. Economic development by such means serves our broad national policy 
objective of creating foreign societies with values and attitudes compatible with 
ours. The field of economic development is an important sector of the battle 
with the Communist world. 

Private foreign investment also strengthens our expert position by generating 
internal wealth abroad and providing dollar exchange. 

Our import policy is of key importance to the flow of private investment cap- 
ital abroad. The profitability of such investment often depends largely on a 
market in the United States for the goods produced. If these imported products 
are subject to tariffs, quotas, or so-called voluntary import limitations, such 
investment is discouraged. Also, our treatment of imports generally is impor- 
tant, because dollar-earning capacity of foreign countries affects their ability 
to provide the dollar exchange needed to transfer earnings and capital back to 
the United States. 


Strengthening and unifying the free world in the struggle against Communist 
influence, penetration, and aggression 


Foreign economic policy is an integral part of foreign policy. Stalin looked 
to the economic front in the struggle with the West, counting on the disinte- 
gration of a united, all-embracing world market. The Soviet Union still relies 
heavily on economic policy as a means to political ends. President Eisenhower 
has also stressed the close link between the strength of the free world and 
foreign economic policy. In his message to the Congress on February 11, 1957, 
he said, “Exports and imports are important to our economic strength and to 
the well-being of our people. International commerce is beneficial to the com- 
munity of nations and conducive to the establishment of a just and lasting peace 
in the world.” 
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One of the sharpest lines of demarcation between the American and the 
Communist systems is the role of government in relation to private enterprise. 
Ours is based on a minimum of Government interference with private enter- 
prise while communism carries interference with private enterprise to the 
length of destroying it. Here at home we have applied our kind of system 
effectively and have come closest to the alleged Communist goal of providing 
abundance for all in a classless society. If we and other industrialized nations 
practice freer trade, this will demonstrate to new nations with evolving social 
systems the worth and workability of policies emphasizing the role of free 
enterprise, in contrast to government trade restriction, regimentation, and 
control. 

Adoption by the world’s greatest economic and political power of a clear and 
unequivocal freer trade policy, on the firmness and stability of which other 
nations can rely, is an essential step toward establishing the pattern of freer 
private international trade throughout the free world. The predicted “dis- 
integration of a united all-embracing world market” would then fade beyond 
the reach of hostile hope or propaganda, and mutually destructive trade policies 
would cease to be a serious threat to the unity and strength of the free world. 

Such a policy by the United States would promote cooperation in the export 
control of strategic materials which for want of free world markets may seek 
outlets elsewhere, and reduce the dangers of political subservience inherent in 
heavy dependence on Communist trade by countries which must export to live. 


Il, THE OPERATING PROVISIONS 


In considering the Trade Agreements Act, the United States Council has been 
strongly influenced by the fact that tariff adjustments, whether up or down, of 
necessity involve conflicting American interests. From the standpoint of public 
policy the gains from Government tariff support of particular industries need 
always to be weighed against the costs to other American interests, including 
the taxpayer, the consumer, importers, producers for export, investors of capital 
abroad, and the national security as identified with free world strength. 

The point at which opposing viewpoints center is in the concept that injury 
to domestic producers must be avoided. This concept is not only the basis for 
the peril-point and esecape-clause amendments but is also reflected in the cautious 
grant of authority for tariff reductions. 

The United States Council accepts the premise that an increase of imports can 
cause injury to a particular group of producers. The objection to the present 
concept of injury, however, is that the meaning of the term has become per- 
verted. As the law is presently written and administered, the term “injury” can 
virtually be interpreted as meaning that an industry is injured if it is denied 
the benefits that protection might afford. 

Since such benefits to a small minority may be at the public expense, the 
definition and use of the term “serious injury” ought, in fairness to the Nation, 
to be reexamined carefully to bring the legal meaning into harmony with its 
literal sense. On this and other important aspects of the law the United States 
Council offers the following suggestions. 


The escape clause amendment 


The escape clause amendment is of critical importance, not only because of the 
actual tariff increases or quotas that may result but because of the constant 
threat that restriction will be the result of successful efforts by foreign producers 
and American importers to develop this market. The value of American tariff 
commitments is in consequence greatly reduced and agreements for freer trade 
with foreign countries are constantly endangered. 

Accordingly, the United States Council urges the revision of the present escape 
clause provisions with two general purposes in view, first to reduce the danger 
that unnecessary escape clause actions will be taken at the expense of the general 
interest; and second, to limit any action taken in such a way as to minimize 
the damage to international trade. 

A. With respect to the first of these objectives, it is to be remembered that 
escape clause cases involve a claim by particular producers against action that 
was intended to be in the general public interest. Hence it is appropriate that 
the burden of proof in a claim for increased tariff support be on the claimant, 
a burden which present procedures do not impose. In order to establish grounds 
for a Tariff Commission recommendation the claimant should show a: prepon- 
derance of evidence to the following effect : 
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(1) That the industry has suffered a decline in production, employment, or 
income, in absolute terms, without reference to the relative share of the market 
supplied by competing imports. This would involve deleting from section 7 (b) 
of the 1951 act the clause “either actual or relative to domestic production”, 
and the clause “or a decline in the proportion of the domestic market supplied 
by domestic producers”; and the phrase “either actual or relative” in section 
6 (a) of the 1955 act. 

(2) That this is not merely a decline from a period of inflated production, 
employment, or income such as results from war or immediate postwar conditions, 

(3) That the import competition cannot be met through products or process 
improvement, nor avoided by using substantially existing production facilities 
to produce, or to increase the production of, goods in which the industry’s 
competitive position is stronger. This would require modifying or deleting the 
definition of industry in section 6 (b) new subsection (e) of the 1955 act. 

(4) That the reduced production, employment, or income is due primarily 
to increased imports and that incréased tariff protection would make a major 
contribution to solving the industry’s problems. This would require that in 
section 6 (a) of the 1955 act the clause “increased imports have contributed 
substantially toward causing or threatening serious injury to such industry” 
be revised to read: “increased imports have been a major factor in causing or 
threatening serious injury.” 

B. The present law is not altogether clear and explicit on the extent to which 
duties may be increased on findings of injury, but such action apparently is 
limited to a rate not exceeding 50 percent above the rate in effect in 1945. With 
respect to quotas, however, there is no limit on the action, so that imports could 
be restricted to any extent down to zero. 

The law thus leaves the way open to the inevitable (and natural) pressures 
for whatever protection may be needed to maintain a given pattern of production 
in the face of competition from imports. In the case of some industries such as 
mining this could lead to the progressive restriction of imports to offset increasing 
costs as mineral deposits being worked dwindled in amount and accessibility. In 
this and other cases the effect could be to provide permanent government support 
for relatively high-cost producers. The cost to the nation could be very heavy 
indeed since action against imports lays on consumers the burden of higher 
prices for all the product consumed, whether of domestic or foreign origin. It 
could also be seriously disruptive of our relations with other friendly nations. 

There should, therefore, be narrower limits for escape clause action once 
— of injury have been made. The United States Council suggests the 
following: 

(1) The relief in the form of tariff action be limited to the restoration of 
the preconcession rate, and that such relief be limited to a specified period of 
years in order to provide continuing stimulus to efforts for the reduction of 
production costs or diversification. 

(2) That the authorization for quota limitations be abolished, since this is 
inconsistent with this Government’s long-standing opposition in principle to this 
most drastic, arbitrary, and destructive form of trade control, from which 
American trading interests have suffered severely at the hands of foreign 
governments. 

The law should require that due consideration be given to the availability 
of other forms of government assistance, local, State, or Federal, in determining 
the extent to which tariff support is necessary. Such assistance might supple- 
ment or entirely replace tariff support. 


The peril point amendment 


Many considerations of national importance enter into the decisions regarding 
tariff adjustments. These considerations involve the interests of American ex- 
porters, taxpayers, and consumers, and they involve our agricultural policies and 
problems, and problems of foreign policy and defense. Yet the present peril 
point provisions concern themselves solely with the interests of a small minority. 
The law makes sure that only this interest will be considered. It does this by 
giving to the Tariff Commission the exclusive role of indicating the “safe” 
limits of tariff reductions. The Commission is a fact-finding body without 
authority or competence to consider broader national interests. 

This unbalanced emphasis is aggravated by the fact that the effect of any 
proposed duty reduction is largely a matter of conjecture; the best qualified 
experts being able only to guess. Hence a body such as the Tariff Commis- 
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sion, with its narrow assignment of responsibility for the welfare of tariff-pro- 
tected industries, is unlikely to err on the side of setting the limits of rate 
reduction too low. It will, on the contrary, almost inevitably tend to set these 
limits high enough to allow a wide margin for error. 

The United States Council recommends that the peril point provisions in the 
present law be repealed and that they be replaced by a general congressional 
mandate that duty reductions should be such as to avoid serious injury to 
domestic producers. This would allow all Government agencies, with their re- 
spective interest in and responsibility for the various facets of the national 
interest to participate on equal terms with the Tariff Commission in advising 
the Executive as to the “safe” limits of tariff reduction and thus avoid over- 
caution on behalf of a few which is costly to the Nation as a whole. 

The law should also provide that in cases in which the Executive foresees the 
possibility that a desirable duty reduction would create adjustment problems, the 
reduction must be made gradually over a period of years. The uniform require- 
ment in the present law that all tariff reductions must be gradual should be dis- 
carded as arbitrary and unrealistic in view of the wide differences in the amount 
of protection already provided, the degree of tariff protection remaining after the 
proposed reductions have been made, and the wide differences in the situation and 
needs of the industries affected. 

It may be argued on behalf of the present peril point and escape clause provi- 
sions that the President’s authority to disregard the Tariff Commission’s recom- 
mendations provides sufficient assurance that the broader national interests 
will receive due consideration. The President, however, is required by the law 
to justify to Congress any deviation from the Tariff Commission’s recommenda- 
tions. This tends to create in the public mind a presumption against such devia- 
tion and thereby greatly to enhance the real power of the Tariff Commission 
over the national welfare. The public is likely to miss the broader implications 
of the problem and to take the simple view that on tariff matters the Tariff 
Commission speaks with an authority which ought not be disregarded by one 
who is not a tariff specialist. 

Authority for tariff reductions 

The amount of tariff-reducing authority given to the President also requires 
consideration. On this point the United States Council notes the contention that 
after 23 years of trade-agreements negotiations the American tariff has been 
greatly reduced and that the average level of rates, weighted according to the 
volume of trade in the product affected by each rate, is now lower than any 
American tariff of modern times and lower than the tariffs of many other impor- 
tant countries. 

Even if these calculations were a suitable measure of tariff levels the situation 
would hardly be a cause for concern. It would merely mean that we had had 
the good sense to adapt our policy to the changing needs of a dynamic economy 
and to the realities of our economic and political situation in the world. Actn- 
ally, however, such an average is misleading since high tariffs which severely 
restrict trade have little influence in determining the average. Averages of this 
kind do not mean, therefore, that there is little further scope for tariff reductions 
by the United States. There are still, in fact, many high rates which seriously 
restrict international trade in the products affected. 

The projected common market in Western Europe, a market of great importance 
for both our agricultural and industrial producers, creates a particular need for 
an ample grant of negotiating authority to the President. GATT already pro- 
vides a vital safeguard against increasing the uniform common market tariff 
barrier against outsiders above the average of the tariff rates of the members 
of the common market. But negotiations on a product-by-product basis will be 
necessary to bring about the reduction of the tariff barriers to outside trade. 
Since the progressive reduction of barriers to trade within the common market 
will necessarily create handicaps against outsiders, the lower the outside barrier 
the smaller the potential discrimination and the less the impact of such discrimi- 
nation against American and other outside trade. Given the importance of the 
nations forming the common market for American exports the United States 
should be armed with ample negotiating authority for dealing with the situation 
as it develops. 

With these considerations in mind the United States Council suggests that 
the President be given substantial authority for further tariff reduction. 

It is to be noted that the authority given will set the limits to such reduction 
and will not necessarily mean that reductions will actually be made to the extent 
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authorized. Experience has shown that executive responsibility to all the people 
of the Nation and the influences to which executive action is subejct, have 
resulted in a careful examination of tariff action on a product-by-product basis 
and have exercised an effective restraint on the heedless use of the authority 
granted by Congress. 

It is also to be noted that the tariff protection remaining after the exercise of 
the authority within the limits specified by the law is superimposed on the 
natural protection afforded by closeness to and familiarity with the needs, preju- 
dices, and specifications of domestic customers, which are met by normal produc: 
tion without the necessity of special adaptation. These are significant advan- 
tages over foreign producers seeking to enter this market. 

Also, it should be noted that, under the council’s proposals set forth above, 
if the exercise of the authority granted should result in serious transitional 
difficulties for any industry there would be transitional support for such an 
industry. 


Modification of the reciprocity requirement 


The law out to provide that adjustments in the American tariff normally 
should, as at present, be made through negotiations with foreign countries 
involving trade concessions by them. The law should not lay down a rigid 
rule of trade reciprocity, however, for the reason that the exact equivalence 
of concessions given and received cannot in practice be attained or measured. 
Also, there should be some latitude for dealing with situations in which benefits 
other than trade concessions by foreign countries might be more valuable, such, 
for example, as foreign commitments for improved treatment of American in- 
vestors, shipping, or airlines, or benefits of a strategic nature. It should also 
allow some latitude for unilateral reductions on specific findings by the President 
that important considerations of public policy require such action. 


The security amendment 


The present national security provision (sec. 7 of the Trade Agreements 
Extension Act of 1955) ought to be amended by a general congressional directive 
to the President to give full consideration to all aspects of national security. 
The President should be directed to consider the contribution which international 
trade can make to the Nation’s security through strengthening the economies 
of our allies and our own in addition to considering possible adverse effects 
on national security. The administrative procedures to be followed under this 
provision should be made more explicit and the rights of the various parties 
concerned should be more clearly protected. 


Duration of the authority 


The duration of the authority granted to the Executive is important from 
the standpoint of foreign confidence in the stability of American policy and 
continued adherence to trade policies conducive to American prosperity and 
to free-world unity and strength. It is also important from the standpoint of 
carrying out a freer trade policy because frequent congressional review inter- 
rupts these efforts not only during the period of actual congressional recon- 
sideration but for a considerable prior period in anticipation of it. 

The period of extension should be longer than the customary 3 years, not 
only for the general reasons above stated, but for the special reason that the 
Government ought to be in a position to proceed without uncertainty or inter- 
ruption to negotiate for a reduction in the external tariff around the European 
common market. The outlook is that this external barrier will be in process 
of formation for about 4 years, and a 3-year extension might thus cause a 
prolonged interruption of negotiating efforts at a most critical time. It is a 
critical time because the common market’s outside barrier will be in its forma- 
tive stage and hence more malleable than it will be when European decisions 
have crystallized. 

Extension for 4 years might cover this critical period, but this would again 
bring the act up for renewal in an election year when local pressures are 
strongest and the national interest as a whole tends to have less weight in 
congressional deliberations. 

All of these considerations suggest that the period of extension ought not to 
be less than 5 years. 


(Officers and executive committee, board of trustees, etc., are in the 
committee’s files. ) 
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Mr. Greea. If it was wise in 1934 to turn from extreme protec- 
tionism to freer trade it is infinitely more important now not to revert 
to protectionism. It is important on two main counts, either of which 
would be conclusive. These are, first, the demands of our domestic 
economy ; and second, but not secondary, the demands of our national 
security. 

Great changes have taken place in the American economy since 
1934. Our population has increased by 40 million and is still increas- 
ing faster than the average for the rest of the world. In this interval 
our gross national product in real terms has tripled. Consumption 
by our increasing population and the demands of war have increas- 
ingly taxed our national resources. Many products that we once had 
in abundance are rapidly being used up and we must increasingly 
depend on imports. While our dependence on the resources of the 
rest of the world has been rising, our productive capacity for many 
kinds of goods has outstripped the demand of our growing popula- 
tion and created a need for export markets. Just by way of example, 
in the first half of 1957 export markets were at least half as large as 
the domestic market for the makers of industrial trucks and tractors, 
tracklaying tractors, locomotives, and graders and rollers. 

Our foreign trade now directly employs 444 million Americans. 
This is more people than are employed by the chemical, textile, auto, 
steel, coal mining, metal mining, and rubber industries combined. 
Many industries whose welfare affects the whole economy are heavily 
dependent on it. The income arising from our export trade alone 
approximates or exceeds that arising from many major segments of 
our economy. Nonfarm residential construction, which is generally 
considered an important factor in the functioning of our economy, has 
been smaller in relation to our gross national product than our exports 
of goods and services. Exports have also nearly equaled the total 
of business expenditures for capital equipment, and have fallen not 
far short of total consumer purchases of durable goods. 

Our foreign trade has a particular importance for this country 
during a period of business decline. Since our foreign trade gen- 
erates so much more employment in this country than any possible 
adverse effect on employment resulting from imports, it would clearly 
contribute to unemployment over all to cut down our imports. At 
this time when other nations are uncertain about their dollar reserves 
they will respond quickly to any threat to their dollar earnings by 
reducing our exports to them. Any increase in employment resulting 
from lowered imports would be much more than offset by a fall in 
employment in export industries. 

This is not a picture of an economy that can be indifferent to inter- 
national trade and to policies for promoting and safeguarding it. Yet 
the Trade Agreements Act has not been progressively geared to these 
growing needs. On the contrary, it has been revised by recent amend- 
ments to reflect the restrictionist thinking that prevailed before 1934. 
I refer, of course, principally to the peril point and escape clause 
amendments, although the so-called security amendment is also worthy 
of mention. 

The implication of trade policy for American security is the second 
aspect of this subject that demands attention. A basic aim of Ameri- 
can foreign policy is to identify the uncommitted nations of the world 
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with our ideas and values and to prevent a drift toward neutarlism on 
the part of our present free world allies. Our success in these en- 
deavors may well be a matter of life and death for this Nation. Suc- 
cess in bringing other nations to our side in this world-cleaving strug- 
gle, or in keeping the wholehearted support of those already with us, 
can only result from a careful shaping oF many strands of _— But 
most certainly one important element is our commercial policy. 

Every nation depends in greater or less degree for its economic well- 
being on foreign markets for the products of its farms and industries. 
In some nations this dependence may be crucial. National attitudes 
therefore tend to be swayed toward countries and trading systems 
which offer solutions of this problem by providing markets, and they 
are most certainly swayed against nations and trading systems which 
fail or refuse to do so. 

The Soviet Union is well aware of this fact. It uses the concen- 
trated purchasing power that resides in the Soviet Government to 
provide a market for the nations whose favor, cooperation, or vassalage 
it seeks. Our system can serve the interests of other countries better 
than the Soviet Union’s if our trade policy is such as to allow our sys- 
tem to work effectively. But it is hardly conducive to confidence in 
our system of private trade when other countries see the American 
Government intervening in the market, not to promote trade, but to 
shut off private purchases of their goods, as it does when it maintains 
a barrier against them under a peril-point provision or reimposes one 
under an escape clause. 

In this contest with the Soviet Union trade is not merely a means 
of bidding for favor. In the Soviet case trade can be a hostage where- 
by a country once brought within the Soviet orbit may be held there. 
To the extent that trade with the Soviet Union is alowed to expand 
while trading with the United States is discouraged, the freedom of 
choice for countries drawn by trading needs to the Soviet orbit tends 
to be lost. They may be held in that orbit by the fear that the flow of 
trade which is necessary to them, and which the Soviet Union has 
so easily turned on, may otherwise be abruptly and arbitrarily turned 
off. 

The common market in Western Europe is, of course, another factor 
which makes it essential for this country to pursue a liberal trade 
policy. The leaders of this historic European movement are responsi- 
ble men, and they have no desire to divide the free world. They are 
determined to carry foward the unification of Europe, however. If 
they see the United States turning to protection, they will have no 
choice but to do the same. A fundamental cleavage on trade will cer- 
tainly affect political relations between the United States and Western 
Kurope. 

Even the present law is not a strong instrument for combating this 
persistent and dangerous Communist trade offensive or strengthening 
our ties with friendly nations. If the act is extended with amendments 
which make it even easier to invoke the escape clause or otherwise re- 
strict the President’s authority to negotiate new tariff reductions, its 
value for promoting American interests in the world may be com- 
pletely lost. 

We have recently consulted with businessmen in other national 
groups associated in the International Chamber of Commerce on their 
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attitudes toward United States trade policy. Almost without excep- 
tion they feel that United States trade policy is uncertain. There isa 
widespread belief that our actions do not conform to the repeated 
statements by our leaders in favor of expanding world trade. The 
present extension of the Trade Agreements Act is being observed 
very closely abroad and will do much to determine foreign attitudes 
toward the United States. 

Under the act as it now stands, when the President seeks to use his 
delegated powers he finds himself confronted with the necessity of 
considering first whether there would be “serious injury” to some 
domestic industry to which this Government has been giving tariff 
help. This term “serious injury” in the context of the law is mis- 
leading. It is not something that results from a positive Government 
act, but is something that is supposed to result from a reduction of 
tariff help. It is not injury in the sense of encroachment by govern- 
ment on private rights, but is what results from curtailment of 
Government benefits. 

It is true that some producers would face serious adjustment diffi- 
culties if these benefits were greatly and suddenly reduced. But this 
group is a small one. Even if all tariffs were suspended entirely, it 
has n authoritatively estimated that the number of people ad- 
versely affected would not exceed a small fraction of 1 percent of 
our gainfully employed. Yet the law tends to make the interests 
of the protected industries paramount over all other American inter- 
ests; over the 414 million who owe their jobs directly to foreign 
trade; over the numerous industries heavily dependent on foreign 
trade, and over the entire economy whose functioning is affected by 
the welfare of those industries; over the entire population of the 
country whose living standards depend increasingly on the resources 
of the rest of the world; and over the American interest at stake in 
our foreign policy which affects all of us because it involves the 
security of the Nation. To us in the council this is a picture of mis- 
placed policy emphasis. 

Even if this bill, H. R. 19368, is enacted the foundations of our 
trade policy remain equivocal and insecure, at a time when our in- 
ternational trading needs are great and when we confront throughout 
the world a power who well knows how to exploit any such weakness. 
Our policy would still labor under the influence of conditions and 
ideas prevailing prior to 1934, when our domestic economy and our 
foreign policy problems scarcely bore a resemblance to what they are 
today. Even the present bill has caught some of this backward look 
when it envisages circustances in which tariff rates might be raised 
above the levels of the Smoot-Hawley Act of 1930. 

Nevertheless, confronted with the choice between this bill and the 
lapse of the trade agreements authority, there can be no question at 
all what that choice must be. To allow the Trade Agreements Act to 
be crippled or to die would be to ignore the responsibilities which are 
inherent in our position of world leadership and indeed to ignore our 
own clear self-interest. 

Failure to renew the Trade Agreements Act would weaken and 
ommeew - destroy the GATT. It would lose for us the best means we 
1ave of fighting discrimination and barriers against United States 
exports, of influencing the trade policy of the vast European common 


st 








RENEWAL OF TRADE AGREEMENTS ACT 695 


market, of placing our relations with the underdeveloped countries on 
firm and businesslike foundations. 

In addition to keeping alive the possibility of a sensible foreign- 
trade policy, the administration’s proposals contain a number of con- 
structive recommenadtions. The pee grant of tariff-reducing 
authority can make a useful contribution, to the extent that the peril- 
point and escape-clause provisions permit the authority to be used. 
The longer-than-usual duration of the authority also is desirable since 
it gives confidence in the continued freer trade orientation of American 
policy and provides some additional means of safeguarding American 
interests during the formative period of the important European 
common market. 

Since the pending bill presents the barest minimum of what 
American needs require, the United States Council, in Pe eww it, 
most earnestly hopes that if any changes are made in it they will be 
such as to remedy rather than to aggravate the serious defects in the 
present law to which I have referred. 

The Cuarrman. Are there any questions of Mr. Gregg ? 

Mr. Herlong will inquire, Mr. Gregg. 

Mr. Hertone. Mr. Gregg, I note you gave some very convincing 
figures there with reference to the number of people who are em- 
ployed in industries which make their living out of exports, as related 
to those who would be injured by imports into the United States. 

You now live in North Carolina, you say. 

Mr. Greag. That is right. 

Mr. Hertone. You are retired. 

Mr. Greee. That is right. 

Mr. Hertone. A great deal of the opposition to the continuation 
of this program comes from the textile mills and textile areas close to 
where you live in North Carolina. 

Mr. Greee. That is right. 

Mr. Herione. I wonder if you can give us any ideas as to the 
feeling of the people in that area or the businesses in that area with 
reference to the continuation of this program. 

Mr. Greece. As you say, there is considerable feeling for higher 
tariffs to support parts of he textile industry in North Carolina. In 
general, those who support this attitude, in my opinion, fail to take 
into account some of the arguments and facts that were mentioned. 

Speaking now as an individual and not as representing the United 
States council, in my opinion, if a temporary adjustment aid were 
given in the event of injury instead of using the provisions of the 
peril point and escape clause as in the present act, the general welfare 
would be greatly improved. It would tend to take these arguments 
out of the international field where any peril-point or escape-clause 
action, as in the case of wooden clothespins, seriously affects the very 
allies on whom we depend; and at the same time, a temporary ad- 
justment aid would not produce an undue hardship either on the 
laborers who would have to be trained for the new jobs or transported 
to other jobs. There is a large interest to be considered, rather than 
the narrow interest of the textile manufacturers in North Carolina, 
and I have talked to many of them in this way. 

Mr. Hertona. I can appreciate that. But by reason of the loca- 
tion of your retirement home, I thought you might be in possession 
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of some facts that would help us with relation to the amount of ex- 
vorts of these articles which they manufacture as relative to the 
imports in the United States. 

Mr. Greece. Unfortunately, 1 do not. have any exact figures on that. 

Mr. Hertone. The last figures I had, which of course have changed 
somewhat since then, were that they were exporting about 10 times 
as much as was being imported into the United States, and that the 
impact of those exports, if they were thrown on our domestic economy, 
would be much worse than the imports that are coming in. 

Mr. Greee. That is approximately correct. Also, there are large 
exports of cotton that is raised in North Carolina. 

Mr. Hertonc. Thank you, sir. 

The Cuarrman. Are there any further questions 

Mr. Curtis will inquire, Mr. Gregg. 

Mr. Curtis. I wonder what your comment would be, following up 
Mr. Herlong’s questioning, where you were pointing out the prob- 
lems that would be passed on to the export-import industry, if you 
removed all restrictions on the importation of agricultural products. 
What would be the effect of that? Would that not damage our 
economy a great deal more than the export-import segment ? 

Mr. Greac. I have never seen a sound statistical study or basis for 
estimating the number of agricultural workers that might be affected 
if that were done. Unquestionably, there would be some effect there. 
But whether the effect would be greater or harder to take than what 
has been happening over the past 40 or 50 years, when labor has been 
moving from the farms into the city of its own volition and on a 
gradual basis, I do not know. 

Mr. Curtis. Would your organization advocate that we drop the 
waiver that we have on section 22, the Agricultural Act, and permit 
relaxation of the trade barriers for the importation of agricultural 
products into this country ? 

Mr. Greece. I think the United States council would look atthe 
matter in this way: That in considering those provisions, the gen- 
eral interests of the country and of the consumer must be taken into 
account, as well as those of the agricultural workers. 

Mr. Curtis. As I understand it, you have taken a position as it 
relates to imports that might affect domestic industry. If you were 
to take a similar position in regard to agricultural products, I wonder 
what it would be. 

Mr. Greoc. The logic is the same. 

Mr. Curtis. We find that as far as the agricultural industry is 
concerned, they seem to want to have freer trade in all areas except 
agriculture; but as far as agricultural products are concerned, they 
want a complete barrier to the importation of agricultural prod- 
ucts. 

Mr. Greec. And yet, if it were not for the export of agricultural 
products from this country, the farmer would be in a far worse 
plight than he is at the present time. 

Mr. Curtis. I am not necessarily arguing against our agricultural 
program. I am simply saying that the same logic that is being 
applied to industrial production, it seems to me, ought to be applied 
to the agricultural products. 
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Mr. Greoe. I agree, and the interests of the 170 million consumers 
in this country might well be benefited if that logic were applied to 
that industry. 

Mr. Curtis. Yet, if this committee ever attempted to do this, it 
is obvious that the political and economic repercussions would be 
considerable. 

The next question I would like to ask is this: Apparently your 
committee has made some study of the present picture, and there 
has been a decline in exports in the last quarter, but no decline in 
imports, which seems a strange situation. If there is a decline in 
the economies of some of these countries abroad that are supposed 
to have been benefited by these programs which lies behind the de- 
cline in our exports, it is strange that the imports into this country 
should have gone up. 

Mr. Greee. There are several factors that enter into that picture, 
as you well know. Not merely what we purchase from foreigners 
gives them dollars, but also our various aid programs. 

Mr. Curtis. It is a complex picture. 

Mr. Greae. It is a very complex picture, because some of the foreign 
countries are having grave internal difficulties as a result of bad in- 
flation and government attempts, sometimes very feeble, to cushion 
it, which hits our exports first, usually. 

Mr. Curtis. I suspect that is it. 

The next question that comes, of course, is, if you get a balanced 
victure of the world trade situation, do you not agree that the United 
States at the present time is a leader among the free trade group, and 
tt the European countries have considerably more restrictions than 
we do? 

Mr. Greee. It is hard to generalize. In general, the Europeans 
have more of a necessity than we have for imports, because most of 
them do not produce nearly enough of either raw materials for their 
purposes or foodstuffs. In general, they have tended, with one or two 
exceptions, to have restricted lists against which tariffs would apply, 
and in general those rates have not been as high as some of those in 
this country. 

Mr. Curtis. But they also have resorted to the most rigid of all trade 
barriers, quotas and licenses, and many of them are messing around 
with currencies. 

Mr. Grece. Yes; there is no doubt about that. That is one of the 
grave situations in the economic picture internationally today, that 
for purposes of protecting reserves, whether that is the real reason or 
not, many governments are claiming that they have to have these re- 
strictions against our exports. But in spite of those restrictions, we 
have still exported tremendous quantities. 

Mr. Curtis. The only reason I wanted to bring this out is that I 
think there is a tendency to present an unbalanced picture to this com- 
mittee and also the people of this country as to the barriers imposed by 
people abroad in relation to what barriers we have imposed. 

our paper brings out a couple of things. You mentioned that 
the European leaders say that the cen aied States trade policy 
as uncertain. What can we say about our attitude toward their polli- 
cies? On balance, I certainy think the United States comes out with 
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pretty shining colors, considering the past few years. That does not 
mean that we might not continue to earn those shining colors. 

Your argument, as I see it, really is that you do not want us to go 
backwards. But so little credit seems to be given to what has been 
done by the United States in this area. 

Mr. Greoe. The basis of my argument, if I can reduce it to one basis, 
is the fact that there are many interests involved in making these deci- 
sions, and it is wise for us in our present international position today to 
look all around the problem and not look at it from a narrow segment 
point of view. 

Mr, Curtis. Exactly. That is why I am saying I do not just want 
to look at it from the standpoint of our exports and imports. 

Mr. Greece. You must bring in the consumer also, and if the injury is 
done, my personal view is that there should be temporary adjustment 
compensation. 

. Curtis. But I am basically concerned about what seems to me 
the real way you accomplish an increase of trade, which is by building 
up the economies abroad. How you negotiate your trading is really 
“eee to that primary consideration. If you have strong econo- 
mies in Europe, there is going to be trade, no matter what sort of 
methods we use for trading. 

In these hearings, there is so much emphasis on the methods used, 
rather than on the basic economic factors. 

Mr. Grece. Let me give you just one example, and I will take Great 
Britain. Great Britain is an ally of ours, a friend of ours, and a big 
importer of American goods. I will refer to the restrictions that you 
mentioned, the fact that you have to get a permit. 

The business of the company I was formerly associated with 
dropped, after those restrictions went into effect, 8 percent of what 
they been before the restrictions went into effect. 

Mr. Curtis. Thank you, Mr. Chairman. 

The Caarrman. Are there any further questions ? 

If not, Mr. Gregg, we thank you, sir, for coming to the committee 
and giving us the benefit of the views of the organization which you 
represent. 

Our next witness is Mr. George P. Byrne, Jr. 

Mr. Byrne, will you identify yourself for the record ? 

Mr. Byrne. Mr. Chairman, my name is George Byrne. It would 
help our presentation if Mr. Roddy could present his statement first. 
Would that be agreeable ? 

The Cuarmman. Entirely agreeable. 

Mr. Byrne. Thank you. 

May Isit here with him ? 

The Cuarmman. Yes, indeed. 

Mr. Roddy, would you please come forward, sir. Please identify 
yourself for the record by giving us your name, address, and the capac- 
ity in which you appear. 


SSS TSE 
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STATEMENT OF VINCENT J. RODDY, PRESIDENT, THE WOOD SCREW 
MANUFACTURING INDUSTRY, WILLIMANTIC, CONN., ACCOM- 
PANIED BY GEORGE P. BYRNE, JR., UNITED STATES WOOD SCREW 
SERVICE BUREAU, NEW YORK, N. Y. 


Mr. Roppy, Mr. Chairman and gentlemen of the committee, my 
name is Vincent J. Roddy. I am president of The American Screw 
Co., of Willimantic, Conn. 

The Cuatrman. Mr. Roddy, I notice we have allotted you 10 min- 
utes and Mr. Byrne 10 minutes. Do you desire to utilize the 10 minutes 
each, or do you want to utilize the full 20 minutes ? 

Mr. Roppy. No, I will take just 10 minutes, and Mr. Byrne will take 
10 minutes. 

The Cuarrman. Allright,sir. You are recognized. 

Mr. Roppy. As a member of the screw-manufacturing industry, | 
represent my company here today to express our concern as to the 
damaging effects H. R. 10368 may have on the economy of the United 
States, the economy of the State of Connecticut, and the well-being 
and job opportunities in the fastener industry. The underlying ob- 
jectives of bil H. R. 10368, helpful as they may be to international 
policy, should not be the sole consideration, especially when the 
sacrifice of many United States industries is involved. 

We probably could arrange for a dozen manufacturers of screws to 
testify before your committee to tell you of the economic strangulation 
occurring to this industry due to imports. However, to conserve time, 
I have been asked to appear as an individual manufacturer typical 
of the industry. I refer in this statement particularly to imports of 
woodscrews. However, my company has been hard hit by imports of 
other types of fasteners, such as machine screws and tapping screws. 

The material presented by Mr. Byrne speaks for itself. The cur- 
rent recession, of course, vastly increases the economic hardship caused 
by the flood of imports. Our company’s incoming orders have declined 
severely in the past 6 months. Our plant has been operating on a 4- 
day week, but has returned to a 5-day operation with the layoff of a 
substantial number of employees. 

The wood-screw industry is one of the older industries in the United 
States, and the American Screw Co. has been a producer of wood 
screws for 120 years. In all that time, imports were no problem for 
our company until 1950, following reductions in the tariff and devalu- 
ation of the ‘Sritish pound. Since then the ever-increasing volume of 
imports has been a serious problem. "Wood screws, machine screws, 
tapping screws, and so forth, are readily subject to substitution as to 
source. No style variations, or even much in the way of quality dif- 
ferences, can be emphasized to offset and outsell imported products. 
What occurs is simply a substitution of our sales by imported products 
with resulting economic loss to our company and cutbacks in employ- 
ment and idling of equipment. Yet in escape-clause cases, relief has 
been denied to our industry. 

Despite the loss of 20 to 30 percent of the domestic industry’s volume 
to imports, we have not been considered as seriously injured by the 
executive department of the Government. Facts do not substantiate 
this conclusion, and I would remind you that without these products 
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of our industry our entire transportation systems as well as all basic 
industries would grind to a dead halt. If for any reason the imported 
product. was unavailable and our domestic-fastener industry had been 
reduced to an impotent source of supply, what would be the result ? 

In May of 1957, after a great deal of study, our company reluctantly 
decided that, due principally to increasing imports, it would be neces- 
sary to close our Norristown plant. This plant had produced wood 
screws and other fasteners for over 50 years. Approximately 100 em- 
ployees in the small town of Norristown, Pa., lost their jobs as a result 
of this cutback. 

As Mr. Byrne will state, there are over 200 companies producing 
various types of screws, nuts, bolts, and rivets in the screw manufac- 
turing industry. The industry is composed principally of small manu- 
facturers and is extremely competitive. We consider our company 
basically small business, although we know that our payroll in a 
locality such as Willimantic, Conn., gives much needed employment 
to the people in that area. The majority of job opportunities in Wil- 
limantic are for women, whereas most of the jobs at the American 
Screw Co., are filled by men. Hence, job losses at American have a 
very serious impact on our community. 

I would like to draw your attention particularly to H. R. 8111, 
providing for an import quota of wood screws, and also H. R. 6902, 
which would require persons selling imported screws in the United 
States plainly to mark packages containing them with the country 
of origin. We have not obtained the relief desperately needed by our 
industry through the so-called escape-clause procedure. These bills, 
reducing imports in the case of one and insuring fairer competition 
in the case of the other, would help considerably, though they would 
not solve the entire problem. Both bills are now in your committee. 
We hope you will act on them favorably without delay. 

While I refer to these bills which were designed especially to help 
our own industry, I am here today primarily to express concern over 
the extension of the present Trade Agreements Act: First, because it 
would give the executive branch of the Government authority to 
reduce tariffs further, which is unthinkable for the products of our 
industry; and secondly, because effective relief to seriously injured 
lomestic industries cannot be obtained under the procedure now estab- 
lished in the present Trade Agreements Act. 

Decisions of the United States Tariff Commission in cases involv- 
ing seriously injured industries should be final except for review by 
or appeal to an appropriate committee in the Congress. I believe that 
if such procedure were initiated, some commonsense solution would 
be found for the corrosive and cancerous effect of unlimited imports 
on this industry which has proved so vital to the Nation in a period of 
national emergency. 

I have attached to this statement material released by the Connecti- 
cut Trade and Employment Council, Inc., of Bristol, Conn., telling 
of the formation of this organization to assist and protect the job 
oppeteanities of Connecticut men and women, threatened by imports 
of products from low-wage foreign countries. I request that these 
releases be inserted in the Coneraewial Record along with this state- 
ment as reflecting the grassroots efforts now going on in Connecticut 
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to obtain assistance because of the imports originating in low-labor- 
cost countries. 

Thank you very much. 

The Cuamrman. Without objection, the attached material will be 
made a part of this record at this point. 

(The attached material is as follows.) 


STATEMENT BY JUDGE FREDERICK W. BEACH 


At the very start, we should all be clear on one major point, to wit, that 
under terms of the Reciprocal Trade Act of 1934 the United States is, as 
a matter of official governmental policy, actually importing unemployment in 
Connecticut. 

To bring an end to this reckless, irresponsible raid on the economy a group 
of Connecticut manufacturers have organized the Connecticut Trade and Em- 
ployment Council to combat measures on the State and local level which 
militate against the profitable operation of industry here. Of immediate con- 
cern is the matter of inordinately low tariffs which daily are affecting more 
and more articles of commerce. Administration sources, it appears, in the past 
and in the present, have made it a matter of political philosophy to perpetuate 
tariff policies which, to serve a purely international political end, have con- 
spired to put Connecticut behind the economic eight ball. As a result, established 
industries have been, and are, threatened with liquidation. 

International peace and amity cannot be achieved by surrendering domestic 
markets to an influx of goods from foreign countries. It is apparent that under 
present policy these objectives are only to be attained at the expense of the 
jobs and paychecks of American men and women. World War II, the Korean 
war, and the threat of world war III give the lie to any such ill-conceived 
doctrine. 

The problem at hand is not primarily one of the economics or trade, but 
strictly one of politics. If it is to be resolved it will be done on this level 
and not by the conventional practices which operate in the market place. 

In recent years politicians have taken credit for full employment and by 
the same token, therefore, they now must take responsibility for the plight 
of the jobless. It will be the primary task of the Connecticut Trade and Em- 
ployment Council to acquaint the citizens with the political and economic forces 
which tend to sabotage their livelihoods and to rally them in support of this 
fight for industrial survival in Connecticut and New England. 

It must be remembered that western European nations have already entered 
into agreements which contemplate complete free trade among the nations 
signatory to the pact and without consideration of United States interests as 
a result of such a concordat. 

The more recent actions of the Communists (now in the direction of Africa 
and South America) and their effect on world trade likewise have made cur- 
rent policies of the administration obsolete. The Russians can sell the products 
of their industry in the world market at any or practically no price. They 
do not produce goods for profit. Primarily they produce them for the sole 
purpose of training their workers in the intricate, complex art of precision 
production. The notion of profit does not enter into their calculations. Their 
purposes have been achieved with the acquisition of industrial skills by the 
comrades who can divert these skills to the production of war material in the 
event of conflict. 

The world-trade activities of the Russians clearly exemplify the one-way- 
street character of so-called reciprocal trade. Unless the United States can 


- gain security for its economy and for its employable millions, it should not 


give away the safeguards to domestic prosperity by political concessions to 
foreign low-cost producers. 

For the past several months, Connecticut manufacturers, representing a wide 
variety of products, have conferred on ways and means to combat policies of 
State and National Government that have brought about joblessness, curtailed 
working hours, and threatened permanent discontinuance of operation of some 
of Connecticut’s oldest and most basic industries. 

Loss of employment by thousands of men and women has reached such sig- 
nificant proportions that it has long since ceased to be the individual problem 
of the particular manufacturer and has become both a community and a state- 
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wide plight on the economy. It can only be resolved on a statewide basis and 
then only when each individual is aware of the fact his own economic well-being 
is involved in the job loss of his neighbor. 

Conditions of joblessness in Connecticut now are not of recent date. They 
have no particular reference to the so-called recession about which there is 
presently much feverish discussion but little positive action. In the brass, 
watch and clock, stainless steel flatware, thermos bottle, machine screw, hard- 
ware and a myriad of other basic Connecticut industries, conditions of unem- 
ployment have existed for the past few years and layoffs and short time have 
been the prevailing rule rather than something of the immediate present. 

Unless tariff schedules are increased, a quota system placed into operation 
or other measures fundamental to the State’s economy enacted, proposals now 
being discussed in official circles will only further delay the essential steps that 
must be taken to put men and women back on the job and permit them to 
share in the Nation’s industrial advancement. Connecticut men and women 
must face the fact that importation of goods from low-wage, low-cost countries 
are one of the fundamental causes of unemployment in this State and to evade 
or sidestep this issue constitutes the crassest kind of public cowardice. 

The initial job of the council is to get as many members as possible to join 
in this crusade for survival. Once organized on a sound and equitable basis 
the organization will survey the effects of Government measures now in opera- 
tion in Connecticut that are creating unemployment. 

When the facts are in we propose to place them before the people that they 
may be safeguarded in their jobs and livelihoods. 

A program to assist and protect the job opportunities of Connecticut men 
and women in industry, threatened by importation of products from low-wage, 
low-cost countries, will be initiated by the Connecticut Trade and Employment 
Council, which today filed articles of incorporation with the secretary of state. 

Judge Frederick W. Beach, Bristol attorney, prominent in the labor-manage- 
ment field in the Hartford County area, is listed as the organization’s president 
and Walter P. Jennings, former Hartford and Washington newsman, will serve 
as its secretary. 

Incorporators include Craig D. Munson, president, the International Silver 
Co., Meriden; Hemenway Merriman, counsel, Scoville Manufacturing Co., 
Waterbury; Irving K. Fearn, vice president, the American Thermos Products 
Co., Norwich; Gerald J. Griffin, vice president, the Wallingford Steel Co., Wal- 
lingford; George A. Baker, Jr., vice president, the American Screw Co., Willi- 
mantic ; Joseph B. Burns, counsel, the Fuller Brush Co., Hartford. 

Connecticut manufacturers have conferred on ways and means to combat 
policies of State and National Government that have brought about joblessness, 
curtailed working hours, and threatened discontinuance of operation of some 
of Connecticut's oldest and most basic industries, Judge Beach declared in a 
statement today. 

“Unless tariff schedules are increased,” he said, “or a quota system placed into 
operation or other measures fundamental to the State’s economy enacted, propo- 
sals now being discussed in official circles will only delay the essential steps that 
must be taken to put men and women back on the job and permit them to share 
in the Nation’s industrial advancement. 

“Connecticut men and women,” Judge Beach continued, “must face the fact 
that importation of goods from low-cost, low-wage countries is one of the chief 
causes of unemployment in this State and to evade or sidestep the issue con- 
stitutes the crassest kind of official cowardice. 

“At the very start we should all be clear on one major point, to wit, that 
under terms of the Reciprocal Trade Act of 1934 the United States is, as a mat- 
ter of official governmental policy, actually importing unemployment in Con- 
necticut.” 

“Administration sources, past and present,” Judge Beach declared, “have made 
it a matter of political philosophy to perpetuate policies which, to serve a purely 
international political end, have conspired to put the State behind the economic 
8 ball. As a result,” he insisted, “established industries have been—and are— 
threatened with liquidation.” 

“To bring an end to this reckless, irresponsible raid on the economy a group 
of manufacturers have organized the Connecticut Trade and Employment Coun- 
cil,” he stated. 

“The problem,” Judge Beach continued, “is not primarily one of trade or eco- 
nomics but strictly one of politics and, if it to be resolved, it will be done on this 
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level and ‘not by the conventional practices which operate in the market place.’ ” 

“In recent years,” he asserted, “politicians have taken credit for full employ- 
ment and by the same token, therefore, they must now take responsibility for the 
plight of the jobless. It will be the primary task of the council to acquaint the 
citizens with the political and economic forces which tend to sabotage their live- 
lihoods and to rally them in support of this fight for industrial survival in Con- 
necticut and New England.” 

Judge Beach drew attention to the fact that Western European countries have 
already entered into agreements which contemplate free trade among the nations 
signatory to the pact and without consideration of United States interests as a 
result of such a concordat. 

“The more recent actions of the Communists (now in the direction of Africa 
and South America) and their effect on world trade likewise have made current 
policies of the administration obsolete,” he declared. 

“The Russians can sell the products of their industry in the world market at 
any or practically no price. They do not produce goods for profit. Primarily 
they produce them for the sole purpose of training their workers in the intricate, 
complex art of precision production. The notion of profit does not enter into 
their calculations. Their purposes have been achieved with the acquisition of 
industrial skills by the comrades who can divert these skills to the production 
of war material in the event of conflict. 

“The world trade activities of the Russians clearly exemplify the one-way- 
street character of so-called ‘reciprocal trade’.” 

“International peace and amity cannot,” he said, “be achieved by surrendering 
domestic markets to an influx of goods from foreign countries.” Under present 
policy, these objectives, in his opinion, are only to be attained at the expense of 
the jobs and paychecks of American men and women. World War II, the Korean 
war, and the threat of world war III give the lie to any such ill-conceived 
doctrine. 

The initial job of the council, Judge Beach said, is to get as many members 
as possible to join in the crusade for survival. Once organized on a sound 
and equitable basis the organization will survey the effects of Government 
measures now in operation in Connecticut that are creating unemployment. 

“When the facts are in,” he said, “we propose to place them before the people 
that they may be safeguarded in their jobs and livelihoods.” 

Charter members of the council, in addition to the incorporators, include 
the following: Merritt D. Vanderbilt, president, Griest Manufacturing Co., New 
Haven; A. C. Gilbert, Jr., president, A. C. Gilbert Co., New Haven; Milton Baker, 
president, the Majestic Silver Co., New Haven; Paul A. Lux, assistant to the 
president, Lux Manufacturing Co., Waterbury; J. Gray Somers, president, Som- 
ers Brass Co., Waterbury; Mrs. Susan B. Thrall, president, Tinsheet Metals Co., 
Waterbury ; Gordon W. Somers, president, Waterbury Rolling Mills, Waterbury ; 
William P. Arnold, president, Homer D. Bronson Co., Beacon Falls; W. B. Hob- 
son, president, Hobson and Botts Co., Danbury; Arthur BE. Kallinich, vice presi- 
dent, Veeder Root, Inc., Hartford ; Joseph O’Brien, president, Bristol Brass Corp., 
Bristol. 


The Cuarrman. Mr. Byrne, before we interrogate either of you 
gentlemen, would you like to make your statement and then both of 
you remain for interrogation? 

Mr. Byrne. Yes. 

The CuatrmMan. Without objection, we will proced on that basis. 

You have identified yourself already, Mr. Byrne, for the record, so 
you are recognized. 

Mr. Byrne. Thank you. 

I would like to request that my statement, together with the attach- 
ments, be incorporated in the record; and for purposes of brevity I 
will try to summarize my main points. 

The CuarrmMan. Without objection, your entire statement and the 
attachments will be included in the record at this point. 

(The statement and attachments are as follows: ) 
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STATEMENT OF OPPOSITION TO H. R. 103868 By Grorce P. Byrne, Jr. 


INTRODUCTION 


My name is George P. Byrne, Jr. I appear here today as legal counsel for 
the United States Wood Screw Service Bureau, a trade association representing 
approximately 65 manufacturers of wood screws, machine screws, cap screws. 
socket screws, and rivets. These producers, their stockholders and employees 
have a direct interest in proposed legislation H. R. 10368 (Trade Agreements 
Extension Act of 1958) because imports of screws into the United States have 
increased in such quantities as to cause or threaten to cause serious injury 
to them and their employees. A list of these producers is attached to this 
statement. 

They have requested me to register strong protest against the provisions of 
H. R. 10368 which would give the President authority to negotiate further reduc- 
tions in tariffs. Also they request that your honorable committee consider revi- 
sion of the Present Trade Agreements Act of 1951, as amended, to provide that 
the tariff-setting powers Congress be retained in Congress or delegated to an 
independent administrative agency such as the U. 8S. Tariff Commission, which 
would have final authority to set tariffs and grant relief to seriously injured 
domestic industries without review or approval of the President or other execu- 
tive branch of the Government. The reason for this request is that in utilization 
of import duties as an instrument of foreign policy, the basic intention of Con- 
gress in the Trade Agreements Act to protect injured domestic industries and 
American labor has been ignored and overlooked. 


EVIDENCE OF INJURY TO DOMESTIC INDUSTRY 


As an example of what has happened in the domestic wood screw industry, 
we attach hereto a chart showing the huge volume of imports since 1950. Note 
that although in recent months imports have declined somewhat, so also have 
domestic sales volumes, due principally to the current business recession. Using 
a monthly average import figure for the first 11 months of 1957, which are all 
that is now available, imports of wood screws amount to 35 percent of domestic 
orders received in the month of December 1957. We would make this comparison 
more up to date if the latest import figures were available from the Census 
Bureau. 

From charts attached hereto, showing imports as well as domestic sales, it can 
be observed that domestic shipments have declined from an average of ove 
4 million gross per month during 1950-51, when imports began, to an average 
monthly shipment of 2,400,000 gross in 1957. The combination of adverse busi- 
ness conditions at the present time and huge imports in relation to domestic or- 
ders is causing a major catastrophe in the wood screw industry and is in danger 
of wrecking it as an essential domestic industry. During World War II no 
screws were available from abroad. Our domestic industry was expected to pro- 
duce them on short notice by the trainload for vital war needs. In peace as 
well as war other articles cannot be fastened together without screws. 

Only 3 months ago the American Screw Co. closed its Norristown, Pa., plant 
of 100 employees, discontinuing production entirely in that small town. On Feb- 
ruary 1, 1958, Mr. C. C. Chamberlin, general manager of the Southington Hard- 
ware division of Pittsburgh Screw & Bolt Corp., Southington, Conn., wrote Sen- 
ator Prescott 8. Bush (Republican, of Connecticut) that: 

“Yesterday, Friday, January 31, 1958, I will always remember as ‘Black Fri- 
day.’ As general manager of a small fastener company, I was forced to dis- 
charge over 10 percent of our employees and reduce the workweek of other em- 
ployees. This means that our payroll will be reduced $147,820 per year, making 
a total of over $300,000 per year since President Eisenhower took office. * * * 
This has been brought about by the importations from low-wage countries, such 
as Japan, Germany, Austria, Italy, and also from Czechoslovakia, a country 
behind the curtain. Where were they during World War IT?” 


NEGATIVE “ESCAPE CLAUSE” EXPERIENCE OF WOOD SCREW INDUSTRY 


Small domestic industries, such as the screw manufacturing industry, have 
not received the kind of protection envisaged by Congress in the Trade Agree- 
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ments Extension Act of 1951, as amended, which made the “escape clause” pro- 
ceedings a matter of legislative directive. Domestic wood screw manufacturers 
contend that they have been seriously injured by imports and that remedial ac- 
tion can only come from imposition of an import quota. Here is what happened 
to the wood screw industry when it applied for “escape clause” relief. 

{From United States Tariff Commission Survey on Outcome or Current Status of 


Applications Filed With the United States Tariff Commission for Investigations Under 
the “Escape Clause” of Trade Agreements, as of July 2, 1956.] 


COMMODITY 


22. Screws, commonly called 
wood screws, of iron or 
steel (first investiga- 
tion). (1951.) 


32. Screws, commonly called 
wood screws, of iron or 
steel (second investiga- 
tion). (1952-53.) 


53. Screws, commonly called 
wood screws, of iron or 
steel (third investiga- 
tion). (1954.) 


67. Serews, commonly called 
wood screws, of iron or 
steel (fourth investiga- 
tion). (1956.) 


STATUS 


Origin of investigation: Application by United 
States Wood Screw Service Bureau, New 
York, N. Y. 

Application received: Aug. 15, 1951. 

Investigation instituted: Aug. 22, 1951. 

Investigation completed: Dec. 29, 1951. 

Recommendation of the Commission: No modi- 
fication in concession recommended. 

Vote of the Commission: 4-2. 

Reference: U. 8S. Tariff Commission, Wood 
Screws of Iron or Steel: Reports on the 
Escape-Clause Investigations, December 1951, 
March 1953, Rept. No. 189, 2d ser., 1953. 

Origin of investigation: Application by United 
States Wood Screw Service Bureau, New 
York, N. Y. 

Application received: Apr. 1, 1952. 

Investigation instituted: Apr. 4, 1952. 

Hearing held: June 30 and July 1, 1952. 

Investigation completed: Mar. 27, 1953. 

Recommendation of the Commission: No modi- 
fication in concession recommended. 

Vote of the Commission: 3-1. 

Reference: U. 8S. Tariff Commission, Wood 
Serews of Iron or Steel: Reports on the 
Escape-Clause Investigations, December 1951, 
March 1953. Rept. No. 189, 2d ser., 1953. 

Origin of investigation: Application by United 
States Wood Screw Service Bureau, New 
York, N. Y. 

Application received: Jan. 29, 1954, 

Investigation instituted: Feb. 25, 1954. 

Hearing held: May 26-27, 1954. 

Investigation completed: Oct. 28, 1954. 

Vote of the Commission: Equally divided (3-3). 

Action of the President: President decided not 
to modify the concession Dec. 23, 1954. 

Reference: U. 8S. Tariff Commission, Wood 
Screws of Iron or Steel: Report to the Presi- 
dent on Escape-Clause Investigation, 1954 
(processed ). 

Origin of investigation: Application by United 
States Wood Screw Service Bureau, New 
York, N. Y. 

Application received: Jan. 20, 1956. 

Investigation instituted: Jan. 26, 1956. 

Hearing scheduled: June 12, 1956. 

Investigation discontinued and dismissed at ap- 
plicant’s request, and hearing canceled: Apr. 
9, 1956. 

Vote of the Commission: Unanimous. 
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When it requested dismissal of its application on April 9, 1956, the United 
States Wood Screw Service Bureau and its members had concluded, based on 
their experience and the experience in other industries, such as the bicycle indus- 
try, that effective import quota relief would not be granted under the then 
current Presidential foreign-trade policy. It was decided to waste no more 
time and effort pursuing remedial relief through escape-clause procedure. 
We found that the executive branch of the Government is far removed from the 
import troubles of small manufacturers, as would be any such international 
agency as the Organization for Trade Cooperation (OTC), and our problem was 
little understood. 


SMALL BUSINESS MUST SEEK HELP THROUGH CONGRESS 


The serew manufacturing industry is composed of small manufacturers with 
many plants having less than 100 employees, although some have as many as a 
thousand employees. The screw manufacturing business in the United States, 
divided among over 200 companies, of which 65 are represented by me here today, 
is essentially small business. Its principal avenue of relief in the current desper- 
ate import situation apparently is through its Congressmen who are close to 
the screw manufacturing plants located in their various districts. That is why 
we are here today. 

PETITION BEING CIRCULATED 


At the present time, a petition protesting passage of H. R. 10368 is being cir- 
culated among employees of the principal screw manufacturing plants. These 
will be forwarded to all Congressmen in the near future as indicating awareness 
of the employees in this industry of the loss of jobs and substitution of imported 
products for theirs. 


H. R. 6902 AND S. 1899 PASSAGE NEEDED TO ESTABLISH QUOTA 


Because no adequate relief could be obtained through escape-clause pro- 
ceedings, as originally intended by Congress, and because import quota relief 
is desperately needed by the wood screw manufacturing industry, at our request 
Congressman Noah M. Mason, Republican, of Illinois, introduced a bill H. R. 
6902 (attached). Senator Everett M. Dirksen, Republican, of Illinois, intro- 
duced a companion bill in the Senate, S. 1899 (attached), which would establish 
an import quota on imports of wood screws. 


REASON QUOTA IS NECESSARY 


The reason the domestic industry has requested an important quota in 
its application for relief to the United States Tariff Commission under escape- 
clause procedure is that increases in the tariff rate alone would be inadequate 
to compensate for the wide difference in cost between domestic and foreign pro- 
ducers. The average price of imported screws sold in the United States today 
is approximately one-half of the average price of domestic wood screws. In- 
creases in tariff rate from the present 1244 percent to 25 percent ad valorem, the 
maximum allowed under the present law, would have little or no effect in off- 
setting the unfair low labor cost advantages of foreign producers, particularly 
those in Japan. 

An import quota of a reasonable amount allowing foreign producers to partici- 
pate in this market and yet not to such a degree as would totally destroy the 
domestic industry is the only reasonable answer. Even though the present Trade 
Agreements Act, as amended, contemplates use of import quotas as remedial 
relief to aid a seriously injured domestic industry, the executive branch of the 
Government has steadfastly attempted to maintain as one of its major policy 
platforms of free trade that no import quotas on manufactured goods shall be 
imposed. Foreign countries establish quotas, embargoes and licensing arrange- 
ments which, in effect, are no more than quotas. Yet, our Government, like a 
knight in white shining armor, stands forth as the leading light among nations 
refusing to protect its own small industries with reasonable import quotas. That 
is why we ask the House Ways and Means Committee to act now on our import 
quota bill, H. R. 6902, as well as to revise the Trade Agreements Act, to safe- 
guard small domestic industries from serious injury from low-labor-cost imports. 
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LACK OF STATISTICS HAMPER “ESCAPE-CLAUSE” RELIEF 


Another reason effective relief is denied the screw industry is that the Census 
Bureau does not collect or disseminate adequate statistics of imports for many 
small industries which are being seriously injured by imports. For example, 
machine screws, cap screws, socket screws, tubular rivets, and many other type 
fasteners are lumped in a metals-and-wares category of items, not elsewhere 
specified, in paragraph 397 of the Tariff Act of 1930. No suitable statistics of 
imports are collected for these products by the Census Bureau. They are lost 
in the shuffle and, although the domestic industry knows that huge quantities of 
these screws are being imported, through sources such as the Import Bulletin 
of the New York Journal of Commerce, no adequate statistics are available to 
establish injury as required by the United States Tariff Commission under 
“escape-clause” procedure. Inadequacy of these statistics is another reason 
why small manufacturers and small business are being hurt by imports and 
effective relief denied through the processes originally intended by Congress in 
the Trade Agreements Act. 


TREASURY DEPARTMENT CENSORS IMPORT INFORMATION 


As a further illustration of why adequate statistics are difficult to obtain, we 
cite the situation of certain importers securing a ruling from the Treasury 
Department preventing such agencies as the Import Bulletin of the New York 
Journal of Commerce from publishing their names or the quantities imported 
by them in the Import Bulletin. The New York Journal of Commerce and our 
industry have vigorously protested to the Treasury Department about this rule 
banning and censoring information on imports of screws. To date no satisfac- 
tory reason for this censorship has been given. The sample of the type of in- 
formation published by the Import Bulletin of the Journal of Commerce, cover- 
ing not only screws but thousands of other products, is on the sheets attached 
hereto. Excepted from these sheets are certain quantities of imports and the 
names of importers who obtained special dispensation from the Treasury 
Department not to have their names in the New York Journal of Commerce 
Import Bulletin. 

Minor administrative actions by executive branches of the Government, such 
as this one, are a misguided effort to carry out the top policy of the administra- 
tion to free up trade, and, “caught in the middle” are small domestic industries 
which are hamstrung in obtaining vital information essential in establishing 
their case under “escape-clause” procedure. This is another reason why we urge 
Congress not to extend the present Trade Agreements Act for 5 years on the 
basis proposed in H. R. 10368 but to restore the tariff-making powers and final 
decisions concerning relief to domestic industries to an independent agency 
such as the United States Tariff Commission, which will be directly responsible 
to Congress for its policies and decisions and not controlled by other executive 
branches of the Government. 


PASSAGE OF H. R. 8111 NEEDED TO INSURE MARKING OF FOREIGN ORIGIN ON PACKAGES 


Passage of H. R. 10368 is further opposed by the screw manufacturing in- 
dustry on the ground that it does not adequately establish safeguards for pro- 
tection of small highly competitive businesses from unfair import competition. 
For example, at our industry’s request, Representative Noah M. Mason (Re- 
publican) Illinois, has introduced H. R. 8111 (attached) in the House of Repre- 
sentatives amending the Tariff Act of 1930 with respect to marking of imported 
articles and containers. A companion bill, known as S. 2240 (attached) was 
introduced in the Senate by Senator William A. Purtell (Republican) Con- 
necticut. The purpose of this legislation is to prevent commingling of imported 
screws with domestic screws by importers, jobbers, distributors, and others, 
and offering them in the trade as domestic products. 

Foreign producers select the most popular sizes of screws to import. Their 
purpose is to make large volume sales at low prices of so-called “‘heart of the 
line” items. When these are sold through the distributing trade and also to 
large users, resellers find it a simple matter to commingle the imported screws 
with domestic screws and offer them without clearly marking the new con- 
tainers indicating that most or part of their offerings are imported screws, 
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Since there is considerable preference throughout the trade for domestic 
products, misrepresentation of this kind constitutes unfair competition and 
places domestic producers at a further disadvantage in competition with im- 
ported products. The Federal Trade Commission has attempted to rule this 
kind of activity as unfair competition under section 5 of the Federal Trade 
Commission Act, but the conditions and limitations included in its various de- 
cisions make effective enforcement practically impossible. 

Accordingly, we have introduced H. R. 8111 and S. 2240 as bills which will 
prevent commingling and help establish fairer competition between domestic 
and imported products. We cite these other bills introduced by us as evidence 
of the urgent need for protection of our small industry. Because H. R. 10368 
provides no tangible assistance of the kind needed by our industry and pro- 
poses power in the executive branch to reduce tariffs still further and also fails 
to return to the control of Congress its power over tariffs and imports, we are 
unalterably opposed to its passage and recommend legislation of an alternate 
type described above which would protect small business. 


Respectfully submitted. 
GEORGE P. BYRNE, Jr. 


LIST OF SCREW AND RIVET MANUFACTURERS SUPPORTING STATEMENT OF GEORGE P. 


BYRNE, JR., LEGAL COUNSEL, UNITED STATES WOOD SCREW SERVICE BUREAU, IN 
OPPOSITION TO PASSAGE OF H. R. 10368 


Allen Manufacturing Co., Hartford, Conn. 

Allied Products Corp., Detroit, Mich. 

American Rivet Co., Chicago, Il. 

American Screw Co., Willimantic, Conn. 

Atlantie Screw Works, Inc., Hartford, Conn. 

The Atlas Bolt & Screw Co., Cleveland, Ohio 

The Blake & Johnson Co., Waterville, Conn. 

Brightton Screw & Manufacturing Co., Cincinnati, Ohio 
Camcar Screw & Manufacturing Co., Division of Textron, Inc., Rockford, Til. 
Central Screw Co., Chicago, Il. 

Chandler Products Corp., Cleveland, Ohio 

Chicago Rivet & Machine Co., Bellwood, Ill. 

The Chicago Screw Co., Bellwood, III. 

Clark Metal Products, Inc., Fairfield, Conn. 

The Cleveland Cap Screw Co., Cleveland, Ohio 
Connecticut Screw & Rivet Co., Inc., Waterbury, Conn. 
Continental Screw Co., New Bedford, Mass. 

The Eagle Lock & Screw Co., Terryville, Conn. 
Economy Machine Products Co., Chicago, Il. 
Economy Screw Corp., Chicago, Ill. 

Elco Tool & Screw Corp., Rockford, Il. 

E. W. Ferry Screw Products Co., Inc., Cleveland, Ohio 
The Ferry Cap & Set Screw Co., Cleveland, Ohio 
Great Lakes Screw Corp., Chicago, Ill. 

The H. M. Harper Co., Morton Grove, Ill. 

Hartford Machine Screw Co., Hartford, Conn. 
Harvey Hubbell, Inc., Bridgeport, Conn. 

Holo-Krome Screw Corp., Hartford, Conn. 

Illinois Tool Works, Chicago, Il. 

International Screw Co., Detroit, Mich. 
Kerr-Lakeside Industries, Inc., Cleveland, Ohio 

Lake Erie Screw Corp., Cleveland, Ohio 

The Lamson & Sessions Co., Cleveland, Ohio 

Mac-it Parts Co., Lancaster, Pa. 

Midland Screw Corp., Chicago, I11. 

The Milford Rivet & Machine Co., Milford, Conn. 
George W. Moore, Inc., Waltham, Mass. 

National Lock Co., Rockford, Il. 

National Rivet & Manufacturing Co., Waupun, Wis. 
The National Screw & Manufacturing Co., Cleveland, Ohio 
The Wm. H. Ottemiller Co., York, Pa. 
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4253 Jan 168,456 38,330 14,896 10,385 - 
Feb 404,205 63,413 5,212 20,010 36,838 
Mar 317,405 55,336 10,720 45,725 39,074 
Apr 383,613 64,635 24,357 21,165 - 
May 443, 72,056 38,828 23,020 15,163 
Jun 579,745 101,979 23,325 24,714 39,483 
Jul 645,616 93,403 18,535 41,951 89,488 
dug 617,010 97,628 23,528 501 24,753 5,906] 19,935 
Sep 612,816 115,356 ee 21,157} 20,144 7 187,321 16,095} 30,735 6,113) 223,936 56,064] 23,871 4,249] 42,406 
Oct 486,741 86,847 ,O71 ,006 3,575 35,681 3,303} 52,873 9,950] 181,977 39,603 9,642 1,861) 73,922 
Nov 559,736 89,933 ,095 21,542] 37,720 8,474] 156,048 135,959] 38,526 7,275) 160,363 30,395] 14,891 3,521 39,093 
Dec d 58,094 97,488 16,943 7,765 x 55,652 6,189] 36,503 5,463 ° 19,267] 20,867 6,337 - 

1984 Jan 364,671 73,185 66,974 17,666] 335,260 7,825] 688,927 9,335} 37,602 8,174) 98,285 25,748 547 278] 39,076 
Feb > 61,4808 121,219 25,457) 29,820 7,604] 34,124 4,876) 40,669 5,779] 56,501 14,216] 10,880 2,473 - 
Mar 440,347 71,364 +451 19,093) 54,830 12,221] 176,799 17,933} 30,606 5,655) 21,175 3,965 +339 «6 7,384) 40,375 
Apr ° 59,0078 137,259 ,040 - - +553 17,306} 71,565 10,521 5,686 982 3,567 7ll] 45,923 
May ‘ 41,436 ,026 10,320 8,130 2,166] 83,377 10,564) 56,177 9,873) 25,300 3,855 - - 39,029 
Jun ; 46,5258 109,861 +636 3,255 923) 74,628 8,683] 83,384 14,283 - - - - e 
Jul 299,048 46,994 ,078 21,548 - - .118 «4©9,724) 87, 13,373) 13,245 2,125 - - - 
Aug 391,453 49,347 2896 10,960 2,625 677| 132,825 9963} 145,921 19,709 5,403 2, - - 3,583 
Sep 7 59,3438 111,693 21,433 7,890 1,651] 150,253 : 91,784 14,313 - - - - 24,146 
Oct 259,481 35,534 47,952 9,810} 10,420 2,682] 126,473 12,768] 53,171 ‘ - - - - 19,465 
Nov 278,368 40,9638 108,043 16,267 1,638 +618 12,412} 78,069 11,993 - - - - - 
Dec 339,372 54,056 »602 3 3,650 160,303 20,901} 40,817 ,»807 - - - - - 

1955 Jan $92,431 79,0738 190,361 32,256 5,535 1,234] 289,476 29,765} 689,662 13,771] 17,397 2,047 - - - 
Feb 362,936 66,9119 102,673 18,996) 24,825 5,372 -699 19,124) 73,245 11,952) 29,091 8,92) - - 17,709 
Mar 661,641 92,058 +820 20,435) 29,320 6, 360,563 31,361} 151,821 ° 3,903 - - 18,214 
Apr 619,498 88,623 ,325 18,898 1,550 332,002 40,631] 168,810 26,849 9,811 1,671 - - - 
May 739,644 108,318] 195,826 33,993] 21,701 4,302) 306,845 29,476] 176.515 35,836 6,054 2216 - - 32,903 
Jun 670,383 103,532 103,249 21,321 1,545 306 ,267 -889} 198,759 36,334) 34,270 8,137 - - 24,170 
Jul 867,685 116,530 Vf 922 18,408 %, 6, 518, 023 189,173 31 »853 22,920 852 e e @ 
aug +442 «100,215 123,152 18,239 . 5,447] 344,947 ,036] 278,291 36,185 9,392 2,308 - - - 
Sep 859,964 115,929 57,085 11,841 ° 5,392 $13.85 54,717] 222, 34,889} 15,590 3,643 - - 20,650 
Oc 893, 118,793 147,951 +763 x 7,037| 576, : 110,137 19,523} 19,987 3,814 - - 
Nov | 1,060,392 144,480 ° 16,451) 30,586 7,271) 698,143 72,672} 210,915 35, 5,562 1,163 1,224 29,494 
Dec 601,667 146,425 . 902 9,109 6,441] 328, é »632 45,965 ,050 1,349 1,010 29,241 

1956 Jan | 1,414,672 167,456§ 104,619 21,506] 59,234 12,512] 994,061 101,010] 191,682 34,240 28,878 5,457 4,131 29,344 
Feb ° 121,729 103,155 16,261 38,140 13,313] 423, 45,260} 131,328 25,766 44,591 9,285 ~ 22,200 
Mar | 1,096,298 138,2798 107,493 18,115 ,521 11,707] 762, 70,068] 106,261 18,125} 78,137 15,146 - 13,402 
Apr 761 110,140 177,855 13,162 18,557 4, $98 ,852 * 73,988 13,873 47,548 10,669 641 9,699 
May 976,179 176,053 126,668 27,641 31,733 il, $13,074 59,776) 147,337 28,947 53,295 ° 29 ,826 58,375 
Jun 694,727 110,194 64,689 12,974] 21,720 8, ‘ 41,823} 133,033 23,585} 47,151 10,377 874 6,155 
Jul 611,779 138,092§ 101,594 21,334) 50,944 15 »619 62,048} 119,773 22,439] 19,187 4,310 160 8,307 
Aug 683,683 109,3868 $73,569 20,206] 31,112 10,783 +817 +903 ,048 22,463} 16,876 2,940 350 24,772 
Sep $40,952 79,404 47,425 12,927] 23.318 5,661] 376, 38,139] 72,916 15,772 2,267 734 - 16,560 
Oct 765,111 117,321 61,582 14,021] 95,026 23,482 ‘ +767 J 19,549 2, 496 1,500 20,088 
Nov 515.401 85,139 47,939 12,120] 59,546 14,611] 290,428 .598) 86,166 16,997 6,319 1,786 ‘ 15,530 
Dec $79,261 79,023 56,090 13,967] 43,992 11,956] 375,796 *621} 57,266 11,70 1,7 2,542 40,797 

1957 Jan 597,946 92,136 33,192 5,904) 64,242 19,592) 387, 40,163} 52,178 11,300 20,210 3,902 531 18,199 
Feb 485,919 71,768 17,157 7,891] 32,485 7,151] 320 30,510} 75,420 13,640 19,572 3,939 - 12,161 
Mar 620,357 117,599 ,295 22,876] 29,085 7,005] 419,226 »129] 24,996 6,09: é 1,634 - ° 22,0 
Apr 767,678 110,592 50,426 11,337] 29,736 7,624 eine 56,275 81,004 14,46 12,062 2,265 - 55,920 12 
May »702 107,046 +536 12,752] 115,929 24,143 9189 46,013, 42,525 7,922] 11,553 2,127 2,992 27,183 
Jun $38 +087 ‘ 11,966] 95,478 e 511,390 “ 68, 13,68: 24,207 7,997 - - 19,422 
Jul 1, 102,091 2,562 19,017] 28,613 11, 315,049 33,907) 71,230 17,292 78,516 16,281 - . 14,723 
Aug 653,294 » 536 21,594 6,218 8,748 2,777) 489,893 4 81,031 17,538 1,119 446 - - 46,812 
- 487,004 “ 2,649 2,480 51,779 16,113] 350,691 > 57,950 11,181 965 417 = - 22,970 
Oe 512,344 97,6148 69,260 16,194] 52, 13, 289,318 40,592] 94,088 25,12 2,419 Q 1310S (0 4,885 
Nov 3798 «= 67, 069 52,255 12,572 * 7, 206,679 24, 29,381 11,08 9°325 1,9 < m 9,725 
Dec 763,778 123,274 80,289 33,627} 15,681 4,200) 570,225 65,99 68,515 13,460 4,691 1,03 - 4,928 
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Parker-Kalon Division, General American Transportation Corp., Clifton, N. J. 

Pawtucket Screw Co., Pawtucket, R. I. 

Pheoll Manufacturing Co., Chicago, IIl. 

Pittsburgh Screw & Bolt Corp., Pittsburgh, Pa. 

The Progressive Manufacturing Co., division of The Torrington Co., Torrington, 
Conn. 

Reed & Prince Manufacturing Co., Worcester, Mass. 

Rockford Screw Products Co., Rockford, TI. 

Russell, Burdsall & Ward Bolt & Nut Co., Port Chester, N. Y. 

Safety Socket Screw Co., Chicago, Ill. 

Scoville Manufacturing Co., Waterville, Conn. 

Set Screw & Manufacturing Co., Bartlett, II. 

Southern Screw Co., Statesville, N. C. 

Southington Hardware Division of Pittsburgh Screw & Bolt Corp., Southington, 
Conn. 

Standard Pressed Steel Co., Jenkintown, Pa. 

Judson L. Thomson Manufacturing Co., Waltham, Mass. 

Towne Robinson Nut Co., Inc., Dearborn, Mich. 

Townsend Co., New Brighton, Pa. 

Triplex Screw Co., division of Murray Corporation of America, Cleveland, Ohio 

Tru-Fit Screw Products Corp., Cleveland, Ohio 

Tubular Rivet & Stud Co., Wollaston, Mass. 

United Screw & Bolt Corp., Chicago, D1. 

The Western Automatic Machine Screw Co., Elyria, Ohio 

Whitney Screw Corp., Nashua, N. H. 
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Comparison of wood screw orders received and shipments made by United States 
manufacturers to domestic consumers compared with importations of wood 
screws 

[Reports from 14 United States manufacturers] 











Domestic— Percent imports of 
fe Imports of domestic— 
w a ee 
Year Monthly average— screws into 
Vilcnse-oaeesticieeaiit eh SESE OEE MP ee Orders | Shipments 


Orders Shipments 

















Mo. avg 
Gross Gross gross Percent Percent 
EE Bk oo aegis Cacho aizdlyw ns 4, 658,837 | 4,900, 829 7, 879 0.17 0. 16 
1929. ___- 4, 651, 367 | 4,740,092 29, 204 . 63 . 62 
1930 _ . o 3, 126, 982 3, 038, 209 17, 596 - 6 . 58 
I SNe ma aie cles teicee ‘ : 2,293,745 | 2,339, 854 12, 923 . 56 . 65 
1932. . - Sika netbeans --| 1,570,658 | 1,627, 570 5, 342 . 84 . 33 
Si Mestad isbn iaikibornintelhine tie xine aehiinn cedar 2, 397, 476 2, 303, 708 10, 671 44 . 46 
I yh eas Ss i ceo 5 ces aahilpie saponin ting aihaied 2, 254, 589 2, 277, 835 14, 491 . 64 . 64 
ES eee .| 3,140,866 | 2,891,017 27, 155 . 86 . 94 
RGR onghecshtiw awh nwtnadenigtmmd ntuasae 3, 049, 753 3, 031, 882 43, 852 1.44 1.45 
MKT ga sahatbaasodapobevadkeneadcatacqcas 2, 344, 171 2, 654, 333 48, 782 2.08 1. 84 
I i En deanna dhawa Ua mike Sigh stieil 1, 925, 929 1, 936, 490 13, 918 .72 .72 
1939. . - .--| 2,749,412 2, 621, 773 12, 042 44 . 46 
Nas Serasa kd antdleed ee tele eich sk wie iinn 2, 803, 477 2, 668, 931 2, 229 . 08 . 08 
en... duding nek qed sas ibbabtcehn ge 4, 540,936 | 4, 351, 851 11 Sy 
kins. Spicnennows ie baiiia bib bannsm nasal 3,810,778 | 3,812, 598 () 
ES . sus aewecccscoeell, = ae 3, 791, 818 (1) 
arr er: .| 3,153,931 | 3,247, 862 (1) 
lg ee naakimaninell 3, 337, 249 3, 119, 669 5 
a cite ee atime al .....--| 5,253,600 | 3,936,848 41 
Se lies cali eapeiinvcnsine Likennaipeeiat 3, 874, 916 4, 210, 695 156 - 
ON a os nies -------------| 3,029,845 | 3,637, 110 57 , 
elie hal iss Paiaesismernpneln 2 Sta cwusteiaeee 2, 674,422 | 2,628,030 776 03 | 03 
i Acigisthiliphinacestbbne 4, 992, 249 4, 239, 436 146, 689 2.94 | 3. 46 
Sn ttinnotawee -| 4,053, 356 4, 365, 027 528, 214 13. 03 12.10 
ae nab tiles sneaker 3, 238, 101 3, 301, 71 394, 448 | 12.18 | 11. 95 
tis tlh dene gin edn geliewnaoend 3, 530, 049 3, 578, 088 460, 141 13. 03 12. 86 
1954. _ =e 3, 405, 458 3, 362, 306 336, 896 9. 89 | 10. 02 
IS i a a al in inet cluipede wees 3, 255, 423 3, 147, 195 744, 026 22. 86 | 23. 64 
2, 829, 452 2, 807, 322 816, 558 28. 86 | 29. 09 
Ene tid wikinen dane abe wine on eipwineainadl 2, 393, 595 2, 408, 141 605, 48! 25. 30 25.14 
BY MONTHS 
es ie a wei an saw en 2, 820, 085 2, 796, 554 867, 685 30.77 | 31.03 
August______- : ..---| 3,336,771 | 3,432, 65% 778, 442 23. 33 | 22. 68 
September... chavecttccensececsdl ape? ane 859, 984 24. 04 | 24. 36 
October _ _-__-_-- pots seen eae 3, 261, 668 3, 281, 192 893, 407 27. 39 | 27. 23 
November--.---_-_-_-- rr _— 3, 094, 129 3, 193, 799 1, 060, 392 34. 27 | 33. 20 
ae aa cca Sokbcme 2, 638, 749 2, 793, 933 801, 667 30. 36 | 28. 67 
1956—January - ._-.------- indthsinimn sil 3, 034, 802 3, 097, 281 1, 414, 672 46. 01 45. 67 
February --_----.--.-- i —ee ie 3, 302, 442 787, 868 20. 24 | 23. 86 
March.--- 2 2, 994,923 | 3,177,938 | 1,096, 298 36. 61 34. 50 
A pril_ betes Seca ‘ 2, 719, 335 2, 954, 097 932, 761 34. 30 | 31. 57 
May....-- 3, 318, 644 | 3,251, 901 976, 179 | 29. 41 30. 02 
June. __- -| 2,679,423 | 3,009, 277 694, 726 | 25. 93 | 23. 09 
PARES sbwtkstoewiie to cdpuniewddow 2, 509, 455 2, 362, 824 $11, 779 32. 35 | 35. 36 
August... .-_- 3, 180, 576 ‘| 2,948, 220 683, 683 21. 49 23.19 
September. _--.-___- 2, 342, 047 2, 483, 773 540, 952 23. 10 21. 78 
.. 2,619,779 | 2,521,672 765, 111 29. 20 30. 34 
November-..._..--_- 2, 481, 399 2, 675, 366 515, 401 20. 77 19. 26 
December --- ---- ------| 2,180,723 1, 903, 077 579, 261 26. 56 | 30. 44 
I son cameet 2, 345, 414 2, 667, 090 597, 946 25. 49 22. 42 
February ---_-.--.- ; ..--| 2,410,350 | 2,502,057 485, 919 20.16 | 19. 42 
cc Saeed 2,626,729 | 2,565, 364 620, 357 23. 62 24.18 
Mask. : k ....---| 3,106,985 2, 523, 369 767, 678 24.71 | 30. 42 
I sii «Searels ie ead — 3, 182, 337 3, 261, 162 669, 702 21. 04 | 20. 54 
ES St bcobwanee ad ; ae. 1, 840, 182 2, 289, 722 777, 234 42. 24 | 33. 94 
ES vicina checehhs 2, 081, 267 2, 019, 046 591, 809 28. 43 29. 31 
August___- iicaiinada 2, 280,649 | 2, 389, 437 653, 294 28. 65 27. 34 
I ..| 2,306,426 2, 210, 863 487, 004 21.12 22. 03 
ai .-------]| 2,661,890 2, 527, 007 512, 344 19. 32 | 20. 27 
November-_- acidemia Seaitabiriemabinen 2, 210, 487 2, 264, 131 338, 798 15. 33 14. 96 
can tele inn thi Katia awwene | 1,680,419 1, 678, 445 763, 778 45. 45 | 45. 51 


| None, 
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[H. R. 6902, 85th Cong., 1st Sess.] 


A BILL To regulate the foreign commerce of the United States by establishing quantitative 
restrictions on the importation of iron and steel wood screws 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of this act to author- 
ize the establishment of a quota on imports of iron and steel wood screws 
under the conditions hereinafter specified in order to stabilize iron and steel 
wood screw imports under conditions of fair competition, and to establish the 
basis for an expanding foreign trade of the United States by removing from 
import competition its destructive aspects without creating hardship for the 
domestic wood screw industry. 

Sec. 2. (a) The total quantity of imported iron and steel wood screws entered 
or withdrawn from warehouse, for consumption, in any calendar year shall not 
exceed 10 per centum of the domestic consumption of iron and steel wood screws 
in the preceding calendar year determined as hereinafter provided. 

(b) For the remainder of the calendar year 1957, the import quota shall be 
prorated on the basis of the quota for the full calendar year as provided in 
subsection (a). 

Sec. 3. (a) The United States Tariff Commission shall, within 60 days after 
the effective date of this act for the purpose of the quota for the remainder of 
the calendar year 1957, and within 60 days after the close of each calendar year, 
for the purpose of quotas for calendar years after 1957, determine the domestic 
consumption of iron and steel wood screws for the preceding calendar year. 

(b) On the basis of such determination the Commission shall establish the 
quotas for iron and steel wood screws as provided in section 2. 

(c) If imports of iron and steel wood screws come from more than one 
country of origin the permissible total quantity shall be allotted on the follow- 
ing basis: 

(1) Ninety-five per centum of the quota shall be allotted to the countries of 
origin on the basis of the average entries from each such country during the 
calendar years 1952, 1953, and 1954. 

(2) The remaining 5 per centum shall be allotted to any country or countries 
not exporting iron and steel wood screws to the United States during any of the 
calendar years 1952, 1953, or 1954. 

Sec. 4. (a) The Tariff Commission shall report to the President the quotas 
established by it and the President shall by proclamation promptly impose 
such quotas. 

(b) If there is no claimant country or countries before the end of the third 
quarter of any wear for the 5 per centum set aside for new exporting countries, 
or if any part of the 5 per centum is not claimed, the whole or the unclaimed 
part of such 5 per centum shall be distributed among the original participating 
countries according to their proportional shares and the President shall issue a 
proclamation modifying the original quotas in accordance therewith. 

Sec. 5. In any year in which the domestic consumption of iron and steel wood 
serews cannot be determined for the purposes of section 3, the Tariff Commis: 
sion shall estimate the domestic consumption for the preceding year and es- 
tablish preliminary quotas which shall be proclaimed by the President pending 
the establishment of final quotas. 

Sec. 6. As used in this Act— 

(1) The term “iron and steel wood screws” means screws commonly known as 
wood screws made of iron and steel with both slotted and recessed heads, inelud- 
ing all head styles such as flat, round, and oval heads. 

(2) The term “domestic consumption” for any calendar year, with respect to 
iron and steel wood screws, means the total quantity of iron and steel wood 
screws shipped by producers in the United States to the domestic market in such 
year plus the total quantity of imported iron and steel wood screws entered, or 
withdrawn from warehouse, for consumption in such year. 

Sec. 7. The provisions of this Act shall enter into force as soon as practicable, 
on a date to be specified by the President in a notice to the Secretary of the Treas- 
ury following such negotiations as may be necessary to effectuate a modification 
or termination of any international obligations of the United States with which 
the Act might conflict, but in any event not later than sixty days after the date 
of enactment of this Act. 
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[S. 1899, 85th Cong., 1st Sess.] 


A BILL To regulate the foreign commerce of the United States by establishing quantitative 
restrictions on the importation of iron and steel wood screws 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of this Act to authorize 
the establishment of a quota on imports of iron and steel wood screws under the 
conditions hereinafter specified in order to stabilize iron and steel wood screw 
imports under conditions of fair competition, and to establish the basis for an 
expanding foreign trade of the United States by removing from import competi- 
tion its destructive aspects without creating hardship for the domestic wood screw 
industry. 

Sec. 2. (a) The total quantity of imported iron and steel wood screws entered 
or withdrawn from warehouse, for consumption, in any calendar year shall not 
exceed 10 per centum of the domestic consumption of iron and steel wood screws 
in the preceding calendar year, determined as hereinafter provided. 

(b) For the remainder of the calendar year 1957, the import quota shall be 
prorated on the basis of the quota for the full calendar year as provided in 
subsection (a). 

Sec. 8. (a) The United States Tariff Commission shall, within sixty days after 
the effective date of this Act for the purpose of the quota for the remainder of 
the calendar year 1957, and within sixty days after the close of each calendar 
year, for the purpose of quotas for calendar years after 1957, determine the domes- 
tic consumption of iron and steel wood screws for the preceding calendar year. 

(b) On the basis of such determination the Commission shall establish the 
quotas for iron and steel wood screws as provided in section 2. 

(c) If imports of iron and steel wood screws come from more than one country 
of origin, the permissible total quantity shall be allotted on the following basis: 

(1) Ninety-five per centum of the quota shall be allotted to the countries of 
origin on the basis of the average entries from each such country during the 
calender years 1952, 1953, and 1954. 

(2) The remaining 5 per centum shall be allotted to any country or countries 
not exporting iron and steel wood screws to the United States during any of 
the calendar years 1952, 1953, or 1954. 

Src. 4. (a) The Tariff Commission shall report to the President the quotas 
established by it and the President shall by proclamation promptly impose such 
quotas. 

(b) If there is no claimant country or countries before the end of the third 
quarter of any year for the 5 per centum set aside for new exporting countries, 
or if any part of the 5 per centum is not claimed, the whole or the unclaimed 
part of such 5 per centum shall be distributed among the original participating 
countries according to their proportional shares and the President shall issue 
a proclamation modifying the original quotas in accordance therewith. 

Sec. 5. In any year in which the domestic consumption of iron and steel wood 
screws cannot be determined for the purposes of section 3, the Tariff Com- 
mission shall estimate the domestic consumption for the preceding year and es- 
tablish preliminary quotas which shall be proclaimed by the President pending 
the establishment of final quotas. 

Sec. 6. As used in this Act— 

(1) The term “iron and steel wood screws” means screws commonly known as 
wood screws made of iron and steel with both slotted and recessed heads, in- 
cluding all head styles such as flat, round, and oval heads. 

(2) The term “domestic consumption” for any calendar year, with respect to 
iron and steel wood screws, means the total quantity of iron and steel wood 
screws shipped by producers in the United States to the domestic market in such 
year plus the total quantity of imported iron and steel wood screws entered, or 
withdrawn from warehouse, for consumption in such year. 

Sec. 7. The provisions of this Act shall enter into force as soon as practicable, 
on a date to be specified by the President in a notice to the Secretary of the 
Treasury following such negotiations as may be necessary to effectuate a modi- 
fication or termination of any international obligations of the United States 
with which the Act might conflict, but in any event not later than sixty days 
after the date of enactment of this Act. 
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Imports OF ScREW PrRopucts INtTo UNITED STATES OF 


RENEWAL OF 


TRADE 


AGREEMENTS 


ACT 


AMERICA—-DATA From 


Suips’ MANIFESTS AT VARIOUS PoRTS OF ENTRY AS REPRODUCED IN THE IMPORT 
BULLETIN OF New YORK JOURNAL OF COMMERCE 


Quantities brought in by import agents or consignees 





WEEK ENDING JAN. 22, 1958 


| 

















uate Product Country Cnaatane 
31 cases - ...| Brass wood screws. - .- ‘i ees ...--| Importer unknown. 
86 cases_. .-.| Steel stove bolts. ; -do-. M. Paquet, New York City. 
50 enees......-.-- 7 Screws. --.- bi gets Rc iun -| er Shipping Co., New York 
| ty. 
10 boxes.._.. ..-.-- Bolts, nuts, washers -__.-.-.------ L JI AGBii EL Si American Express Co. 
63 cases. _.......-- | Black iron bolts.................| Denmmark-...-.| A. W. Fenton, Cleveland. 
8 drawers... .-.--- | Steel bolts..._. Sst iaseaehca aseskamsk caso aos a Smiths Transport. 
21 cases. ------ | Steel rivets.........-.- ae ate Importer unknown. 
30 drawers_- _| Steel wood screws. ---..------ _.do.........| H. T, Kennedy, New York City. 
9 cases___- phatdp ite anidsting dns ~«tised—n9 oh on -do. ..-.| H. T, Kennedy. 
2 cases_._.........| Steel tubular rivets..........-- icc _.-| C. G. Fowkes, New York City. 
147 cases___.......| Steel nuts_-_----. aioe RES neaeeoee Screw Co., New York 
ity. 
72 barrels... .-.. J UR Di eeeenen ey dh sd phan cunnese~ieil do-.........| Northern Screw Co, 
RS items tl ste eaatas ints teig a Sad, : Shelley Products, Huntington. 
51 cases_--_- Tron rivets_--._-..-- eee 125A Paul Rose, New York City. 
235 packages.._._...| Bolts and nuts__.-._.......----- Holland --. . _- Chemical Bank. 
??? packages- -- Hes nuts, machine nuts, and Ge teins Do. 
ts. 
125 kegs_-- Rpt esl li ‘ . poh RS. Reynolds Fasteners, Brooklyn. 
435 drawers. Steel oe and nuts__.....-.-. Italy H. J. Schluter. 
ee, er pe. siti iabiaad ...-do American Express. 
| te il ta a A cae apateds do Tiec-Italian Economic Corp. 
194 cases___- Socket head screws. eoieltededeienek Reynolds Fasteners. 
1,112 cases. I nica eh itn dts - cdg ens ogden - CP American Express Co. 
358 cases... ........ arial inte icin ademas desig beim ceeeences Importer unknown. 
453 cases __.- ae am ..do. Do. 
194 pi -do-- ube ee Japan_ R. P. Oldham, Houston. 
47 cases. Screw bolts... -_.._- lcden. 0. Michael Company of America, Los 
| Angeles, 
64 cases...........| Bolts, nuts__ Belgium. ..- Industria Corp. 
412 boxes-- -| Bolts_... budteneie _|.....do_........| Importer unknown. 
15 cases. ie | ae ...--| Germany.....| Standard Commodities Import 
| | Co., New York City. 
42 cases_ ....| Nuts... , Japan. Michael Co. 
5 cases _- _-| Brass sheet metal screws. - Leaded ts. dati —. pee Co., Hill- 
| side, N. J. 
32 cases_---- ; CE EE ein naniroscipneneus | .do- Globe Machine Co., Philadelphia. 
5 cases __ Machine screws. -do- Globe Machine Co. 
5?2 boxes_....---- | Bolts and nuts._.....-....------ “Belgium.-.- Indussa Corp, New York City. 
i cued bei Re is retennnsnndeenneching apan. 8S. E. Edgar Co 
100 boxes..........| Nuts and bolts..................| Belgium--.. Importer unknown. 
220 boxes ____-| Steel carriage bolts__............]_.-_. do_- : Do. 
Sep eM i i 6scncct GION so ois 5d se ae he a Mercantile Bank, Miami. 
| 
WEEK ENDING JAN. 29, 1958 
144 cases__.._...._| Bolts Belgium East Coast Bolt & Nut Co., New 
York City. 
140 cases._.........| Machine bolts -do__......| Importer unknown. 
256 drawers. ._-.-- Steel screws. England --- H. T. Kennedy, New York City. 
10 drawers__......| Brass screws- - - do H. T. Kennedy. 
fe ae melts: ..: .. France Benoto, Inc. 
15 cases. Iron rivets... _- Germany - -- Fabius Co., New York City. 
1 case... Brass rivets - ..do Fabius Co. 
18 cases - Iron rivets__- _do Standard Commodities Import 
| Co., New York City. 
20 cases. iin cnhanmets AES & craks a Importer unknown, 
19 cases... SO oc oie — Do. 
17 cases do. |____.do Do. 
39 cases _ Wood screws... ..do Chemical Bank. 
4 cases...-.- Iron screws and bolts .do Amerienn § Swiss Products, Roches- 
ter, N. Y. 
26 cases _--. Iron rivets_ --- .do Importer unknown. 
60 kegs ..-- .| Machine bolts, nuts, washers.__.| Holland Reynolds Fasteners, Brooklyn. 
65 cases ea e a en ee _do. Reynolds Fasteners. 
69 cases __- Nuts _-- na Do. 
174 cases _- Wood screws_- Japan — Overseas, Inc., New York 
| ity. 
18 cases_ : Machine screw nuts do | Dorf Overseas. 
100 cases _- Screws... : do__. Bowring & Co., New York City. 
1 case....... Screws and bolts_- _.......| Switzerland...| Globe Shipping, New York City. 
Di ectactcsnwnd Iron screws and bolts setae ieee | Globe Shipping. 
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Quantities brought in by import agents or consignees—Continued 


Quantity 


116 cases 
400 boxes 
60 boxes_- 


8 cases 
176 cases - - 





45 cases. -.- A. 


290 cases . 
119 cases - 
128 cases -- 


240 cases _- 
15 drawers 
2 cases. - 
65 cases 

53 cases 


210 cases... 


25 kegs 


5 cases. 
5 cases 
2 cases. 


40 cases 
1 case 
2 cases... 


6 cases _. 
47 kegs_--- 
11 cases. 


815 packages - - 


4 cases. 
4 cases... 
432 cases. . 


25 cases... 
50 kegs 

24 cases - 

144 cases _- 
554 cases _-_- 


154 cases - . 
263 cases - - 
3 cases____.- 
74 boxes_.... 


30 Cnees. ...<..- 


107 cases _.... 
50 cases 
5 cases _. 


60 kegs..... y 


7 cases... 


30 kegs_.-. bathe 


1 case_ : 
Rcdedes 
— cases -- 





| 


j 





| Bolts, nuts, screws ‘3s 2 





Product 


Bolts 
AS bnski 
Bolts, nuts, washers. ---.-.- 





Wood screws. -- 
Hex nuts 
Nuts...... acta 
Wood screws, bolts, nuts_- 
Screws and bolts__ 
Bolts, rivets, nuts 


Bolts, nuts, rivets 
Steel screws_. é 

Rivets. _-- 
Wood screws... 


Bolts and nuts_. 


WEEK ENDING FEB. 5, 1958 


Iron blank nuts 


Steel nuts_- ; 
Machine screws 
Aluminum wood screws 


Iron rivets - -- 
Brass screws. - - 
Tubular rivets_- 


Machine bolts 

Machine bolts_-_-- 

Hex nuts-..- ae 

Machine bolts, screws 

Steel wood screws. 

Wood screws... . : 

Wing nuts, carriage bolts, cap 
nuts. 

Steel machine screws__ 

Steel nuts... ........ a maine! 

Steel machine screws-.-- 

Steel stove bolts..._._- 

Wood and machine screws. ..- 


Wood and machine screw nuts_. 
Screws... ; belied 
Steel screws. _- aed 
Bolts, nuts_._- 

Bolts.-_..- 

Screws... 

SS Seats 

Rivets_..- 





Machine bolts and nuts.....____|- 


Bolts and nuts_- 
Nuts 
Screws... 

do 


Wood screws......_.--------_--- 





WEEK ENDING JAN. 29, 1958—Continued 





England. .-__-_. 


jes we 
Germany 
.do 


..do 2 
neste 
| pope 


Holland __. 
Holland __. 
.do 
_do 

Japan_ 
Pine’ 


Ses eciead 


Si 5s 

ie aa 
.do 
bu UK 
whe reine, te. 


accent ane 
Sweden. .--_- 
Switzerland_ 
fC 
Germany -_- 
Japan_ 

ye 
Germany -_. 
he | Nee 
Belgium ___- 
Sweden- .-.-- 
Argentina .__.- 





Country Consignee 
Belgium __._..| P. G. Hobleman. 
ar eae Pe Mercantile National Bank. 
yd agli bin Port Everglade Steel Corp., New 
York City. 
-do__. BAC Steel Products, Norfolk. 
Germany _ - Leslie B. Canion. 
Japan. Michael Co., Los Angeles, 
~~ Michael Co. 
Gi... Do. 
60OO@s cca Union Independent Hardware 
Corp., New York City. 
RT liad” Winter Wolff Co., New York City. 
England -__. Reedy Forwarding Co. 
Germany Metco Corp. 
...| Japan_ Ajax Hardware, New York City. 
..do —" Fastener Co., New York 
sity. 
Belgium John L. Westland. 


_. New York 
City. 

H. T,. Kennedy, New York City. 

A. G. Kaddis Serew Co. 

Dorf International, New York 
City. 

Importer unknown. 

Alltransport, Inc., New York City. 

Hauser & Reisfeld, New York 
City. 

Reynolds Fasteners, Brooklyn. 

Reynolds Fasteners, Brooklyn. 


Gierszynski, 


0. 
Reynolds Fasteners. 
D. Hauser, New York City. 
First National Bank. 
Northern Screw Co., New York 
City. 


| Bowring Co., New York City. 


H. J. Sehulter. 

Bowring Co. 

D. E. Kesseler, New York City. 

Dorf International, New York 
City. 

Bank of Tokyo. 

H. T. Kennedy, New York City. 

Rohner Gehrig. 

H. E. Schurig. 

Importer unknown. 

Frank Dow Co., New York City. 

Northern Screw Co. 

Frank Dow Co. 

Reynolds Fasteners. 

A. 8. Hyder, Miami. 

Importer unknown. 

Ulrich Manufacturing Co. 

Schield Bantam Co. 

Dorf Overseas. 


[H. R. 8111, 85th Cong., 1st Sess.] 


A BILL To amend the Tariff Act of 1930 with respect to the marking of imported articles 
and containers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first sentence of subsection (a) 
of section 304 of the Tariff Act of 1930, as amended, is amended by inserting “(2)” 
after “subsection (b).” 
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(b) Subsection (b) of such seetion is amended by inserting “(1)” after “(b)” 
and by adding the following new pragraph : 

“(2) When imported articles the containers of which are required to be marked 
under the provisions of this paragraph are removed from such container by the 
importer, or by a jobber, distributor, dealer, retailer, or other person, repackaged, 
and offered for sale in the new package, such new package shall be marked in such 
maner as to indicate to the ultimate consumer in the United States the English 
name of the country of origin of such article, subject to all applicable provisions 
of this section ; and all such articles when imported, shall be admitted under bond 
ziven, under such rules and regulations as the Secretary of the Treasury may 
prescribe, to insure compliance with the provisions of this section. Any article 
offered for sale in violation of the provisions of this paragraph shall be subject 
to seizure and forfeiture under the custom laws.” 

(c) The first sentence of subsection (c) of such section is amended by adding 
“(2)” after “subsection (b)” wherever it appears therein. 

Sec. 2. The amendment made by this Act shall be effective as to articles entered 
for consumption or withdrawn from warehouse for consumption on or after the 
sixtieth day following the date of enactment of this Act. 


[S. 2240, 85th Cong., 1st Sess. ] 
A BILL To amend the Tariff Act of 1930 with respect to the marking of imported articles 
and containers 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress aassembled, That (a) the first sentence of subsection (a) 
of section 304 of the Tariff Act of 1930, as amended, is amended by inserting “(2)” 
after “subsection (b).” 

(b) Subsection (b) of such section is amended by inserting “(1)” after “(b)” 
and by adding the following new paragraph : 

(2) When imported articles the containers of which are required to be marked 
under the provisions of this paragraph are removed from such container by the 
importer, or by a jobber, distributor, dealer, retailer, or other person, repackaged, 
and offered for sale in the new package, such new package shall be marked in such 
maner as to indicate to the ultimate consumer in the United States the English 
name of the country of origin of such article, subject to all applicable provisions 
of this section ; and all such articles, when imported, shall be admitted under bond 
given, under such rules and regulations as the Secretary of the Treasury may 
prescribe, to insure compliance with the provisions of this section. Any article 
offered for sale in violation of the provisions of this paragraph shall be subject 
to seizure and forfeiture under the customs laws.” 

(c) The first sentence of subsection (c) of such section is amended by adding 
“(2)” after “subsection (b)” wherever it appears therein. 

Sec. 2. The amendment made by this act shall be effective as to articles entered 
for consumption or withdrawn from warehouse for consumption on or after the 
sixtieth day following the date of enactment of this act. 


UNITED STATES Woop ScREW SERVICE BUREAU, 
New York, N. Y., March 24, 1958. 
Subject: 5,000 workers ask preservation of their jobs. 


Hon. E. J. Keoeu, 
House Office Bldg., Washington, D.C. 


IDEAR REPRESENTATIVE. We send you herewith facsimile of signatures of some 
»,000 employees in the domestic screw manufacturing industry. These workers, 
who are constituents from various sections of the country, respectfully peti- 
tion Congress to protect their jobs which are in jeopardy from imports of 
low-wage-cost screws from European and Asiatic countries. 

Also enclosed herewith is chart showing the injurious increase in imports 
of wood screws. The slogan of our ancestors was “Millions for defense but 
not one cent for tribute.” Have our principles so changed that we sacrifice 
our domestic industries to buy the uncertain friendship of foreign countries? 

We urge that you vote against reciprocal trade agreements. Also that the 
power of the Executive branch to make political tariff deals with foreign 
countries be eliminated. 

Sincerely yours, 
GEORGE I’. BYRNE, 
Managing Director. 
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LIST OF 8BCREW MANUFACTURERS WITH EMPLOYEES’ SIGNATURES ON PETITIONS 


Allen Mfg. Co., Hartford, Conn. 

American Screw Co., Willimantic, Conn. 

Atlantic Screw Works, Inc., Hartford, Conn. 

The Atlas Bolt & Serew Co., Cleveland, Ohio. 

The Blake & Johnson Co., Waterville, Conn. 

Brighton Screw & Manufacturing Co., Cincinnati, Ohio. 

The Bristol Co., Waterbury, Conn. 

Central Screw Co., Chicago, Ill. 

Clark Metal Products, Inc., Fairfield, Conn. 

The Cleveland Cap Screw Co., Cleveland, Ohio. 

Connecticut Screw & Rivet Co., Inc., Waterbury, Conn. 

Economy Screw Corp., Chicago, Ill. 

Eleo Tool & Screw Corp., Rockford, Ill. 

KE. W. Ferry Screw Products Co., Inc., Cleveland, Ohio. 

Freat Lakes Screw Corp., Chicago, Ill. 

Harvey Hubbell, Inc., Bridgeport, Conn. 

Holo-Krome Screw Corp., Hartford, Conn. 

International Screw Co., Detroit, Mich. 

Lake Erie Screw Corp., Cleveland, Ohio. 

Mac-It Parts Co., Lancaster, Pa. 

Midland Screw Corp., Chicago, Il. 

The Milford Rivet & Machine Co., Milford, Conn. 

George W. Moore, Inc., Waltham, Mass. 

National Lock Company, Rockford, Ill. 

The National Serew & Manufacturing Co., Cleveland, Ohio. 

Parker-Kalon Division, General American Transportation Corp., Clifton, N. J. 

Pawtucket Screw Co., Pawtucket, R. I. 

‘The Progressive Manufacturing Co., Division of The Torrington, Co., Torrington, 
Conn, 

Rockford Screw Products Co., Rockford, Ill. 

Seaboard Screw Corporation, West Warwick, R. I. 

Safety Socket Screw Co., Chicago, Il. 

Set Screw & Manufacturing Co., Bartlett, Ill. 

The Southington Hdwe. Mfg. Co., Southington, Conn. 

Standard Pressed Steel Co., Jenkintown, Pa. 

Superior Manufacturing Co., Winsted, Conn. 

The Towne Robinson Nut Co., Inc., Dearborn, Mich. 

Triplex Screw Co., Division of Murray Corporation of America, Cleveland, Ohio. 

Wales Beech Corp., Rockford, Ill. 

Ajax Bolt & Screw Co., Detroit, Mich. 


The CuarrMan. You are recognized, Mr. Byrne, for 10 minutes. 

Mr. Byrne. Our first point, as made by Mr. Roddy, in opposing 
this present bill is that the authority granted to the executive depart- 
ment to institute further reductions in the tariff so far as the products 
of our own industry are concerned is unthinkable; second, we feel that 
the escape clause procedure that is in the present bill, section 7, the 
act of 1951, does not give the relief that an industry such as ours 
should have; third, we are anxious to see something put in the new 
bill when it is drafted which will clear up the matter of import quotas, 
and that it will not be any fetish or any particular reason for not 
granting import quotas in the establishment of some kind of relief 
for a domestic industry, perhaps a statement similar to that that 
is in the Agricultural Adjustment Act, section 22. 

I have made note in my statement about the quantity of wood screw 
imports, that they amounted to 35 percent, on the average, of the 
orders for December 1957. I have put this chart up here today before 
you for the special purpose of showing the figures that we have just 
received for December 1957, which show a vast increase in the imports 
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for that month, totaling 45 percent of the domestic shipments and 
orders. 

Of course, due to the current recession the orders in the domestic 
wood screw industry have fallen way off, and to have the increase in 
imports come at a time like this is staggering, to say the least. So we 
put this chart up here for you gentlemen to see, as indicating how 
this situation is developing as far as our industry is concerned. 

I have summarized in part of my statement our approximately 414 
years of effort to secure escape clause relief. At the third hearing, 
3 Tariff Commissioners of the 6 recommended that an import quota 
be established of 2,800,000 gross per annum, as indicated on that 
chart. The President denied relief, in the final decision. 

Our fourth application, which we made in 1956, was withdrawn 
because of the experience of other industries, particularly in not being 
able to obtain an import quota. The bicycle industry, for example, 
has obtained a small increase in the tariff on bicycles, but that did 
very little good; the bicycles continued to come in here at an alarmin 
rate. The ‘only practical answer as far as our industry is concer ae 
is an import quota. That would permit the foreign producers to 
participate in the domestic market to a certain degree -and at the same 
time offer some degree of protection to the domestic industry. That is 
the reason that we ask that some kind of a provision be inserted in the 
bill which will provide for an import quota or indicate clearly that 
that is a correct avenue of relief. 

I have indicated in my statement that the screw industry is a small 
industry, small business, essentially, although a very essential industry. 
Things cannot be put together without screws. But it is composed 
mainly of small companies. We find in our experience not only in the 
screw industry but in hand tools and other small industries that they 
are the ones that are hardest hit by imports, and the financial structure 
of the companies in those industries cannot withstand this kind of com- 
petition. It becomes a desperate situation in those industries much 
faster than where there are large units of financial strength that can 
perhaps start plants over in Europe or other parts of the world. 

I refer, of course, to our bills that Mr. Roddy has mentioned, asking 
for an import quota in the case of wood screws, as to which we w ould 
appreciate your consideration. 

One little point that may not seem important to you gentlemen is 
that we are hampered by a lack of statistics in our escape-clause cases 
because the breakdowns are not collected by the Census Bureau. That 
is pointed out in the statement. We have a very good picture in wood 
screws, but in machine screws, tapping screws, socket screws and other 
types of fasteners, there is no br down. although we know the quan- 
tities are coming in in substantial volumes, through such sources as 
the New York Journal of Commerce Import Bulletin. 

In that conection I have made another point—and this again is a 
small thing, but to a small business and small industries trying to get 
relief, it becomes important. The Treasury Department issued a 
regulation that the import bulletin of the Journal of Commerce of 
New York could not list the quantities of imports of screws or the 
names of the importers if those particular importers requested that 
that not be done. So, in the attached material which is quoted from 
the import bulletin of the New York Journal of Commerce, that 
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information is not listed and is kept out by this ruling of the Treasury 
Department. 

We have been working with the Treasury Department to change 
the ruling, and we understand they are going to change it in part; but 
this hampers the ability of the domestic ialeaten to present its case, 
because of the lack of information. 

We do find, however, from the information that we can get through 
the Journal of Commerce Import Bulletin, that the imports of machine 
screws, tapping screws, and other types of fasteners are coming in to 
New York and other major ports in vast quantities. 

In conclusion, we also refer to a bill which we have asked your com- 
mittee to consider, H. R. 8111, which would attempt to prevent the 
commingling of imported screws with the domestic product and their 
then being sold in part packages unmarked throughout the trade, 
without indicating the country of origin. That is partially regulated 
under the unfair competition section of the Federal Trade Commis- 
sion Act, but the enforcement and the decisions in the various cases 
make enforcement very difficult. We feel that this bill would be most 
helpful here in preventing what our industry feels is unfair competi- 
tion, that these imported products should be marked in the packages 
after they come into this country, and if they are commingled with 
the domestic screws, they should be so marked so that the customers 
when they buy them may know that they are getting imported screws. 

This bill, gentlemen, we feel is very important to the welfare of 
our industry, and we ask your serious consideration of it. But we 
cite these bills here today because we want to help indicate why we 
object to the extension of the present Trade Agreements Act as 
proposed, and we cite these examples as reasons. 

Thank you very much. 

The Cuarrman. Wethank you gentlemen. 

Are there any questions ? 

Mr. Reed will inquire, gentlemen. 

Mr. Rerp. I want to congratulate you gentlemen upon a splendid 
statement. 

We get a great deal of testimony here in which people seem to think 
that a small industry like the wood screw industry is of no particular 
consequence, that we should just let that go over the deep end and 
look after some big international picture. 

We all know that throughout this country there are hundreds of 
thousands of small industries, and in many of those cases one industry 
supports practically a whole town. I see them all through my State, 
and they are all through Pennsylvania and all the other States of the 
Union. When you go through those towns, what do you find? You 
find that they have a nice community, they are living a fine American 
life, they have good schools, they have swimming pools, they have 
everything that goes to make up a fine, well-rounded, typical Ameri- 
can community. Then, along comes some imports made by cheap 
labor abroad and put that industry out of business. What it does is 
put that town out of business. 

I cannot imagine anything more tragic than to see these fine families, 
hundreds of them, fine Christian people, who have their churches and 
all the other local activities that go to make this a fine, well-rounded 
Nation, one that we are proud of, and to have them thrown on relief. 
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They want to send their children to college for an education, but the 
next thing, they have to haul them out of college, and the boy’s life 
and maybe the girl’s life is almost ruined. 

I think the time has come now when this Congress should give 
some attention to the welfare of this country, rather than being wor- 
ried too much about the foreign nations that we have supplied now 
with billions of dollars to rebuild their industries, rehabilitate them, 
simply to sharpen the knife to cut the throats of our own people. 

As far as I am concerned, I am against the extension. 

Mr. Byrne. That is why, Mr. Chairman, we say, for maybe the 
grassroots, how seriously and savagely this thing is cutting into our 
small businesses. 

That is why I admire the testimony you have given here, because 
the people of this country ought to realize what this thing has been 
doing to us: Simply trading off our industries for some fancied dip- 
lomatic advantage. 

The Cuatrman. Mr. Sadlak will inquire, gentlemen. 

Mr. Saptax. Mr. Chairman, I believe that both Mr. Roddy and 
Mr. Byrne have made a fine presentation of a very serious matter. 
They have presented to us here, very vividly and graphically, the 
effect of these imports on our communities and the people who live 
and work in them. 

It seems to me, gentlemen, from what I have heard in your state- 
ment, that you object most vigorously to a further continuation of this 
Reciprocal Trade Agreements Act, on the basis of the fact that you 
have already been ignored, and you see no hope for your industry 
or the people concerned if we have a further extension of this bill; and 
that you are very much afraid, with the provision of the bill which 
provides for additional 5-percent cuts each year for 5 years, that if 
you are not already ruined, certainly you might not have anything 
left if they have an opportunity to make further reductions. 

As you have said here, Mr. Byrne, you have presented to us the 
fact that you have been not once, but on 3 occasions, before the Tariff 
Commission, and after 3 times you have just about decided, since 
you have received no relief, the only recourse that is left to you is to 
come to the Congress, because you feel that is the only way you will 
obtain consideration of what you feel is a very vital industry to our 
local communities and to our Nation. 

Mr. Byrne. That is right. 

Mr. Sapiak. Do you, from your association experience, likewise 
feel that there would have been many more applications for investiga- 
tions by the Tariff Commission if perhaps a more realistic under- 
standing of the situation had been given by those who acted upon 
the decision of the Tariff Commission? Do you feel that, like your- 
selves, after three times being refused relief, that you abandoned the 
idea of seeking relief, being convinced that the administration would 
not impose any quotas, no matter what the findings of the Tariff Com- 
mission, that there are many others who find themselves in the same 
predicament that you do, that they have abandoned any idea of going 
to the Tariff Commission because they feel it is not worth it? 

Mr. Roppy. I would like to answer Congressman Sadlak’s question, 
in this way. 

He knows what is known as the Connecticut Valley much better 
than I do. All you have to do is go up there and see ven is happen- 
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ing to industries there due to imports, and talk to some of the men 
who are responsible for jobs for communities, because jobs make 
communities, and get their expressions as to the futility of trying to 
get some relief, and I think you would have a good answer to Mr. 
Sadlak’s question. 

Mr. Sapiak. Let me ask you this question. 

The other day, I believe, our affable and capable chairman had put 
to the Secretary of State something along these lines: That there is 
contemplated an amendment to take from the President the final au- 
thority on the findings of the Tariff Commission and have it brought 
back here to the Congress. The very able Secretary of State made an 
impressive reply on that, stating that he felt in the final analysis the 
President would have available to him, information which the Con- 
gress would not have, and therefore it ought to be made there and not 
transferred to the Congress. 

Would either or both of you comment on that, please ? 

Mr. Byrne. It would seem to me, Congressman Sadlak, that there 
are committees in Congress that have, or could have, access to the con- 
fidential type of information that the executive branch of the Gov- 
ernment has. I disagree with the Honorable Secretary on that being 
a reason. 

Mr. Sania. I noticed here in Mr. Roddy’s opening statement. and 
I think it is so true, unfortunately, that— 

The underlying objectives of bill H. R. 10368, helpful as they may be to interna- 
tional policy, should not be the sole consideration, especially when the sacrifice 
of many United States industries is involved. 

It seems to me that that is the sole consideration being given; I think 
you have put your finger right on it. Of course, there are questions 
of overall policy to be considered, but there certainly has been no 
consideration at all given to small industries like yours, who have 
resorted to the regular channels that are open to you and have been 
consistently turned down, so that the only thing you can look forward 
to is to go out of business completely if these imports continue, and 
leave the fine communities that have been built up around those 
particular industries. 

The Cuarrman. Mr. Curtis will inquire, gentlemen. 

Mr. Curtis. You mentioned in your paper the wage scales of your 
foreign competitors. What is your average wage scale in the 
industry ? 

Mr. Byrne. The straight-time wage in the screw-manufacturing 
industry is approaching $2 an hour today. The cost of fringe bene- 
fits on top of that averages between 40 and 50 cents per hour, so that 
the total wage cost, without overtime compensation and such things 
as that, ranges between $2.40 and $2.50 per hour. 

Mr. Curtis. I notice that your largest competitor now in imports is 
Japan. What is their average wage scale in this industry, if you 
know ? 

Mr. Byrne. From the best information that we can obtain, their 
wage rate runs around 20 to 30 cents per hour, with no fair labor 
standards act or other labor regulatory acts for overtime and such 
things as that. 

Mr. Curtis. About what percentage of labor goes into your product ! 
How much of that is labor cost ? 
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Mr. Roppy. Pretty close to 50 percent, Congressman, direct. or 
indirect. 

Mr. Curtis. That is pretty high, is it not ? 

Mr. Roppy. It is primarily a machining job. You take a piece of 
material, and then you have to work that material into the final stage. 

Mr. Curtis. Labor cost there is a big item, I can see that, compared 
to other industries. 

Mr. Roppy. When you consider direct and indirect help in the plant. 

Mr. Curtis. How about the productivity of the type of machinery 
used by your main competitors, Japan, Germany, and Belgium? Do 
we have an advantage in having a better type of machinery, or what 
is the picture there, so far as the productivity is concerned? 

Mr. Roppy. I have seen, in Europe, the identical equipment, Ameri- 
can-manufactured machinery, made under license in some cases, and in 
some cases exported by our own Government to screw manufacturers. 

Mr. Curtis. Do you know the picture in Japan ? 

Mr. Roppy. I do not, sir. P sow that they have been offering 
screw-manufacturing equipment which, on paper, looks excellent, and 
it is made over there. 

Mr. Curtis. You mentioned the, fact that these other countries 
have various types of restrictions, such as licenses, but you mention that 
in general terms. Have any of these countries, that are particularly 
competitors in this field, got restrictions against your exporting screws 
into those countries ? 

Mr. Roppy. At one time I saw some figures indicating the relative 
tariff rates on our products in different countries. As I recall it, we 
were one of the lowest, and some of the European countries were very 
high, but the South American countries were among the highest. 

Mr. Curtis. Does your industry do any exporting, to speak of ? 

Mr. Roppy. Absolutely not, today. As far as my company is con- 
cerned, I was president of the Export Screw Association. I still am 
president of the Export Screw Association. At the last meeting that 
was held I was saddled with the job and paid the handsome salary of 
zero, because there are no meetings, and the only reason it exists is to 
report to the Department of Commerce that we sell nothing. 

Mr. Curtis. Has the industry been in the export business at. all ? 
Did it at one time export the product ? 

Mr. Roppy. At one time we exported a substantial number, I am 
told ; the American Screw Co. exported a substantial number of screws. 

Mr. Curtis. Are you referring to, say, the past 10 or 20 years, or 
what period do you mean ? 

Mr. Roppy. I have been with the American Screw Co. for about 25 
years, and it was before my time. 

Mr. Curtis. I noticed that you have some figures for 14 of the 
United States manufacturers, showing the amount of business they 
have. Judging by that, it seems that there has been a decline since 
1928 to the present date of 1958, in the use of wood screws. Is it true, 
that this is a declining industry, that there is a decline in the use of 
your product ? 

Mr. Roppy. It has been replaced to a degree by the greater use of 
metals and plastics. But it still is very much hurt by the fact that 
even an average there [indicating chart] would represent a full day’s 
work for a lot of companies. } 
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Mr. Curtis. What I note here on one of your tabulations is that of 
14 United States manufacturers in 1928, the total average monthly 
shipments were almost 5 million, plus about 8,000 in imports, while in 
1958, the shipments of these 14 domestic companies, plus the foreign 
imports, totaled only about 3 million. This looks like there has been 
a decline from 5 million to 3 million. 

: Would that generally represent the situation in the domestic mar- 
cet ? 

Mr. Roppy. Do you want to answer that? 

Mr. Byrne. In the case of wood serews, there has been replacement 
because of changes in use of metal instead of wood. If we take the 5- 
million gross back in 1928 and compare it with the 2.4 million today of 
the domestic producers in 1957 and then add to it the import figures, we 
get about what the domestic consumption of wood screws is in 1957. 
That is a difference of about 2 million gross per month, which indicates 
that. it is a declining industry. 

Mr. Curtis. That is the point I wanted to get. 

Mr. Byrne. But that is not true, however, in the screws and fas- 
teners that are used to fasten metal. They, on the other hand, tend to 
grow, and we are hurt by the imports there, too, but cannot show the 
picture because we do not have the statistics. 

Mr. Curtis. This is so often the case, it seems to me, in declining 
industries, that they seem to have an aggravated problem. But the 
main thing is, of course, that in its decline not only does it seem to be 
on the decline in the consumption of the product, but the imports are 
also declining in the market at the same time that your own situation 
is declining. 

Mr. Byrne. Yes. It makes a very aggravated condition. 

Mr. Curtis. I was very much concerned about your statement in 
regard to Treasury Department censorship of import information. 
Would you like to add to what you said there about their preventing 
the public from obtaining the quantities and names in the import 
bulletins? They have given you no reason as to why they will not 
publish that ? 

Mr. Byrne. They just stated that that was a ruling that they made, 
and if any importer did not want the information, they would say that 
it could not be published. What the import bulletin of the Journal 
of Commerce does is go to the ship manifests that are on file at the 
major ports and pick off that information. 

Mr. Curtis. Is that a general rule, or is it a rule that. has just. been 
applied to your industry ? 

Mr. Byrne. No; that is a general rule. It applies to the imports of 
other products. Any importer that does not want the quantities 
known, or his name, how much he is importing, can go to the Treasury 
Department and tell them he does not want that published, and then 
it is not published. The New York Journal of Commerce has been 
working with us on this thing to get the rule changes in the Treasury 
Department. 

Mr. Curtis. What legislation do we have under which the Treasury 
operates in this fashion? Do you know? 

Mr. Byrne. No; I am not acquainted with that. 

Mr. Curtis. Mr. Chairman, I would like our staff, if you will, to 
pursue this thing to find out just what the basis of such action would 
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be, and whether it is in accordance with the law, and the reasons that 
the Treasury might give for this. 

The other question was in regard to the Federal Trade Commission 
on marking. Does quality enter into this picture at all, or is an import 
just about the same as the domestic product ? 

Mr. Byrne. Quality enters to some extent. The domestic quality is 
somewhat better. 

Mr. Curtis. Is that the reason the Federal Trade Commission was 
attempting to rule so that there would be some marking ? 

Mr. Byrne. Yes. Under the Federal Trade Commission rulings in 
that field, as a general rule, they take the position that the consumer 
should be protected, if the consumer has a preference for the do- 
mestic product, based on quality or for other reasons. 

Mr. Curtis. I can see the arguments, and I can appreciate them. 
But I am primarily concerned with quality, because if a domestic 
company or industry does try to establish a good name for the quality 
of their product, then to have a situation in which they are subjected 
to what I would call unfair competition as far as identification is con- 
cerned, it becomes an important matter. The other aspect might, too, 
but I am primarily concerned with whether there is a quality aspect 
to this. 

Mr. Byrne. The quality is sufficiently different to make it impor- 
tant to the manufacturers that there is a preference by the consumers 
for the domestic product, and it is important to them that the im- 
ported product be marked. 

Mr. és mis. I assume that among your products is just these little 
wooden screws that the do-it-yourself people use. Is that correct / 

Mr. Byrne. That is right. 

Mr. Curtis. I have been aggravated many times by screws without 
heads, breakage. I was just “wondering about this quality aspect. I 
presume your screws do not do that. 

Mr. Byrne. The domestic producers like to claim that their screws 
do not break, that the heads do not pop off. 

Mr. Curtis. Thank you very much, Mr. Chairman. 

The CHarrman. Mr. Mason will inquire. 

Mr. Mason. I am sorry I was called out. I missed part of your 
testimony, and I want to ask you this. 

Would you and your industry be satisfied if legislation were passed 
which would put into effect the decision of the Tariff Commission in 
all these escape clause cases automatically, unless that decision was 
vetoed by the Congress instead of being vetoed by the President ? 

Mr. Byrne. Yes, we think that domestic industry would have a 
better chance then. 

Mr. Mason. Ithinkso,soo. Iam for it. 

That is all, Mr. Chairman. 

The Cnarrman. Mr. Simpson will inquire. 

Mr. Simpson. I was interested in a comment you made with respect 
to your inability to make a proper case under the escape clause on 
behalf of that segment of the industry which includes items other 

than wood screws. Did I understand correctly that it is difficult if 
not impossible to make a case because of the nonavailability of the in- 
formation required ? 

Mr. Byrne. That is a major obstacle in the way of bringing an 
application in these other industries ; that is right. 
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Mr. Simpson. If I understood further, under our law and regula- 
tions of the different departments of the Government the importer of 
manufactures abroad, by his own request, creates the situation which 
makes it impossible to get relief under the escape clause by simply 
asking that his name not be divulged. 

Mr. Byrne. It doesn’t extend quite that far. This information, 
I am sure, would be available to the Tariff Commission if it sought 
the information directly from the ship’s manifest. However, in our 
industry what we would like to know is this kind of a picture for 
machine screws and capping screws and other types of fasteners. 
And, with the rules the way they are now, there is no way to obtain 
that information. 

Mr. Simpson. Who prepared that chart ? 

Mr. Byrne. We did, and that relates to the wood-screw industry 
only. 

Mr. Srurson. Where did you get the information upon which that 
is based ? 

Mr. Byrne. The information for the wood-screw industry is set 
forth in clear detail. It is available there, and the reason for that 
is that wood screws were in the Tariff Act, being an older product 
than machine screws or capping screws, and the basis for statistics 
was set up for them many years ago. But machine screws, tapping 
screws, capping screws come under the catch-all paragraph of sec- 
tion 397 of the Tariff Act of 1930 and there just has not been any 
statistical basis established for them. 

Mr. Stmpson. Are you as an industry effectively and conclusively 
stopped from proceeding under the escape clause by reason of the 
nonavailability of this information ? 

Mr. Byrne. It has made our position extremely difficult, almost 
so difficult that we say, for all practical purposes, that it is the major 
block in our way. 

Mr. Stmpson. Has that situation been prevalent throughout indus- 
try in instances where now products are involved ¢ 

Mr. Byrne. I know of no specific case, but I am sure that it could 
be a very real problem in new industries. 

Mr. Stupson. That is a very serious indictment to bring against 
the operation of the escape clause. 

Mr. Byrne. That is right, and it not only affects screws but hand 
tools and other items where the Census Bureau does not break down 
the classifications. We have worked with the Census Bureau to try 
to get them to do it, and I think honestly that they say they do not 
have the appropriations or they don’t have the wherewithal to do it. 
But, on top of that, the industry tends to feel that it is the top policy 
not to assist the small industry that needs this relief. 

Mr. Smrpson. The industry is of the opinion that the escape clause 
was designed to operate that way, so it would not give complete relief ¢ 

Mr. Byrne. Not necessarily designed that way, but that is the way 
it has worked out. 

Mr. Srupson. It is conducted that way. 

In the bill presently before the committee there is a proviso that a 
change be made so that the President would have authority to increase 
a duty over the 1934 rate by as much as 50 percent if he saw fit to do so. 
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If that were law and the President saw fit to do so, would that give 
you adequate protection ¢ 

Mr. Byrne. No, it would not. 

Mr. Suapson. You would require, if I understand that, a quota ? 

Mr. Byrne. That is correct. 

Mr. Stmrson. It is my understanding that you believe the provi- 
sions of existing law respecting authority in the imposition of quotas 
should be clarified. 

Mr. Byrne. Yes. 

Mr. Stvpson. In order to give you the protection that you have 
indicated. 

Mr. Byrne. That is right. 

Mr. Simpson. That is all. 

(The following letter and memorandum were received by the 
committee : ) 

TREASURY DEPARTMENT, 
Washington, March 14, 1958. 
Hon. TuoMAs B. Curtis, 
louse of Representatives, 
Washington, D. C. 

Dear Mr. Curtis: The staff of the House Ways and Means Committee has 
passed on to us your request that you be furnished a memorandum explaining 
the situation referred to at page 10 of the prepared statement of Mr. George P. 
Byrne, Jr., legal counsel for the United States Wood Screw Service Bureau, 
before the House Ways and Means Committee on February 27, 1958. 

I am enclosing a memorandum on this subject which I hope will answer your 
questions. If you need any further information, please do not hesitate to call 
on Us. 

Sincerely yours, 

A. GILMORE FLUEs, 
Assistant Secretary of the Treasury. 


MEMORANDUM 


In a statement on February 27, 1958, before the House Ways and Means Com- 
mittee, Mr. George P. Byrne, Jr., legal counsel for the United States Wood 
Screw Service Bureau, contended that the domestic wood screw industry was 
hampered in its efforts to present a successful “escape clause” case before the 
United States Tariff Commission because adequate import statistics were not 
available in the Bureau of the Census published figures and because the Trea- 
sury Department “censors import information.” Mr. Byrne’s prepared state- 
ment, at pages 9 and 10, states: 

“Another reason effective relief is denied the screw industry is that the 
Census Bureau does not collect or disseminate adequate statistics of imports 
for many small industries which are being seriously injured by imports. For 
example, machine screws, cap screws, socket screws, tubular rivets and many 
other type fasteners are lumped in a metals and wares catewory of items, not 
elsewhere specified, in paragraph 397 of the Tariff Act of 1930. No suitable sta- 
tistics of imports are collected for these products by the Census Bureau. They 
are lost in the shuffle * * *. Inadequacy of these statistics is another reason 
why small manufacturers and small business are being hurt by imports and ef- 
fective relief denied through the processes originally intended by Congress in the 
Trade Agreements Act. 


“Treasury Department censors important information 


“As a further illustration of why adequate statistics are difficult to obtain, 
we cite the situation of certain importers securing a ruling from the Treasury 
Department preventing such agencies as the Import Bulletin of the New York 
Journal of Commerce from publishing their names or the quantities imported 
by them in the Import Bulletin. The New York Journal of Commerce and our 
industry have vigorously protested to the Treasury Department about this rule 
banning and censoring information on imports of screws. To date no satisfac- 
tory reason for this censorship has been given. * * *” 








RENEWAL OF TRADE AGREEMENTS ACT 727 


Before discussing the alleged Treasury Department censorship, it should be 
pointed out that it would appear clear that Congress intended the primary source 
of import statistics to be reports prepared by the Bureau of the Census of the 
Department of Commerce. Under 15 U. S. C. 179 the Department of Commerce 
is required to prepare and publish “quarterly reports of the exports and imports 
of the United States * * * and such other statistics relative to the trade and 
industry of the country as the Secretary of Commerce may consider expedient.” 

It appears that the difficulty to which Mr. Byrne refers is due to the fact that 
the commodities in which he is primarily interested have not been pinpointed in 
these statistics to a degree satisfactory for his purposes. The remedy for Mr. 
Byrne would seem to be for him to confer with the Bureau of the Census in an 
effort to have statistics in the area in which he is interested made more specific 
so that the information his association needs would be available. 

Mr. Byrne’s complaint as to the Treasury Department relates to disclosure of 
information from ships’ inward manifests which are required to be filed with the 
Bureau of Customs. Presently the press is permitted to copy from inward mani- 
fests the name of the consignee, the general character of the commodity, the 
quantity (or value, but not both) thereof, the name of the vessel and the country 
of dispatch, unless an importer, exporter, or master or owner of a vessel, requests 
the collector of customs to maintain the confidentiality of such information and 
presents to the collector evidence which satisfies him that publication of the 
information or data has been or will be detrimental or prejudical to the 
applicant. 

This history of the availability of information contained in ships’ manifests 
in the last 80 years has largely been one of relaxing protections accorded the 
importer. In 1879 T. D. 4352 recognized certain access to ships’ manifests which 
had been permitted to the press, but provided that “in no case shall the names of 
shippers and consignees be furnished for publication.” This decision further 
provided that requests of shippers or consignees to withhold for not more than 
9) days statistics relating to any particular importation should be honored. 
Skipping a great deal of history not esesntial in this brief account, in 1956, 
immediately before an amendment of the regulations on September 14 of that 
year, section 26.7 (a) of the Customs Regulations provided, among other things, 
that the importer could in writing require the collector to refuse to permit repre- 
sentatives of the press to copy from the manifests “any information or data 
concerning the [applicant’s] merchandise imported * * *.” No reason was re- 
quired. The September 14 amendment, which gave section 26.7 (a) its present 
form, required the applicant importer, if he was to succeed in maintaining confi- 
dentiality, to convince the collector by evidence submitted to him “that publica- 
tion of the information or data has been or will be detrimental to the applicant.” 

In the interest of exploring the possibility of even fuller disclosure of such 
information, the Treasury Department on September 27, 1957, published a notice 
of proposed rule making, relating to section 26.7 (a) of the Customs Regulations, 
which would permit full disclosure to the press of the above information from 
inward ships’ manifests with the single exception that the confidentiality of the 
name of the importer would not be disclosed when he so requested in writing. 
Comments on this proposal solicited from the public have been received and the 
entire matter is under active consideration in the Treasury Department. 

The Department has been very aware of the desire of various domestic business 
interests for up-to-the-minute information on imports. It has at the same time 
had to consider carefully the views of the importing interests as to the confiden- 
tial nature of the information they are required by laws and regulations to 
furnish on inward ships’ manifests. It has been argued that much of such 
information is in the nature of “business secrets.” 

There are various provisions of law concerning disclosure of information. 
Section 1905 of title 18 of the United States Code makes criminal the unauthor- 
ized disclosure by a Government employee of official information relating to trade 
secrets, confidential statistical data, amount or source of any income, and 
related matters. Section 1902 is a similar statute prohibiting disclosure of 
“information which might influence or affect the market value of any product 
of the soil grown within the United States * * *.” As recently as 1956 these 
sections were enlarged as to the groups of persons within their scope. See 7 
U. 8. ©. supp. IV, 1887 (a). Section 819 of title 46 of the United States Code 
has long made it unlawful for a common carrier by water, or, among others, any 
officer, agent, or employee of such carrier knowingly to disclose “any information 
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concerning the nature, kind, quantity, destination, consignee, or routing of any 
property tendered or delivered to such common carrier or other person subject 
to this chapter for transportation in interstate or foreign commerce, which in- 
formation may be used to the detriment or prejudice of such shipper or con- 
signee, or which may improperly disclose his business transactions to a com- 
petitor * * *.” 

The Treasury Department believes that the above statutes and others have 
given the Treasury Department, as a matter of law, more than ample authority 
to withhold from the public access to any or all of the information contained 
in inward ships’ manifests. However, the Department has attempted to make 
as much of such information available to the press as appears to be consistent 
with law, the public interest, and the legitimate interests of those furnishing the 
information to the Government. As above indicated, considerable steps toward 
liberalizing disclosure policy have been made and significant further steps are 
under consideration at present. 

Mr. Grecory (presiding). Mr. Curtis. 

Mr. Curtis. May I ask a further question on this Treasury Depart- 
ment information ? 

It has been suggested that that information can be had if you pay 
a fee to get it, as a matter of the cost involved. Do you know whether 
that is an element in this thing? In other words, the information is 
there but they just do not collect it and publish it. And even the 
Tariff Commission, when it comes to gather data, actually pays the 
customs people in order to get it. Ido not know. 

Mr. Byrne. You are correct. 

I believe that if the industry wants certain data, it can pay for it. 
However, what the Import Bulletin of the Journal of Commerce does, 
and what we feel is very important, is to pick this information off 
currently from the ship’s manifest and publish it. 

Mr. Curtis. Thank you. 

Mr. Grecory. Are there any further questions ? 

If not, we thank you, gentlemen. 

The next witness is Mr. John Nuveen. 

Mr. Nuveen, will you please come forward and give your name and 
address for the benefit of the record. 


STATEMENT OF JOHN NUVEEN, JOHN NUVEEN & CO., CHICAGO, ILL. 


Mr. Nuveen. I am John Nuveen of Chicago. My private business 
experience has been that of investment banker. Since I am not en- 
gaged dirctly in foreign trade, I am appearing as a citizen and as 
au taxpayer. 

While my firm, John Nuveen & Co., specializes in municipal bonds, 
I had personal experience in South American Government financing 
in the twenties and also greater personal participation in the purchas- 
ing of first improvement loans of most of the municipalities of Puerto 
Rico than any other single individual. 

I served as first chief of the Marshall plan in Greece and, later, as 
chief of the mission to Belgium and Luxembourg. I served for 2 
years, 1954-56, as a consultant on foreign inv estment to the Assistant 
Secretary of Commerce for International Affairs. I should like only 
o add that I am grateful to you and your committee for affording me 
he opportunity to present my views at this time. . 

Since 1941 our country has been involved in two global wars, a hot 
var which we won and a cold war which we are losing. 
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During the hot war I served as regional director of the War Produc- 
tion Board’s Sixth Region headquartered at Chicago. On a statistical 
basis, this was one of the most critical areas in the country leading in 
many categories of vital production. 

The responsibility of the War Production Board was to enlist all 
the production factilities of the Nation in a manner that would win the 
war, and this required the imposition of material limitations under 
a priority system. It was my responsibility to administer these orders 
which restricted civilian production and forced m: uny concerns out of 
their accustomed business. But, since this was in the interest of 
winning the war, with very few exceptions businesses faced these re- 
adjustments without complaining, and in many instances where, with 
the help and encouragement of the War Production Board, they 
shifted their production to help the war effort, they prospered more 
than they had before. 

During the initial stages of the cold war, as I have mentioned, I 
served as the first chief of the Marshall plan mission to Greece. This 
cold war, both in its setting of world revolution and in the character of 
its prosecution, is new and unfamiliar to us asa Nation. Since we have 
not fully realized all its implications, we have not taken it too seriously, 
but there can be no question that to lose the cold war can be just as 
dlisastrous for us as losing the hot war would have been. 

And we are losing it. We have already lost the battle of China; we 
have lost the battle of North Vietnam in Indochina, and our position in 
South Vietnam, Laos, and Cambodia is precarious. Communist in- 
fluence is creeping from Red China into the other border states of 
Nepal and Afghanistan. We are losing the battle of Ceylon and Indo- 
nesia, and this is only part of the story. Our fortunes are most critical 
in the Middle East. 

We have had precious few victories. The one most frequently cited 
is the one of Greece. 

If you harbor any consolation or confidence as a result of our ap- 
parent success in Grece, I am afraid I must shatter it. 

Greece is an isolated situation in which we have a people closely 
tied to us by idealogical background as well as blood relations—there is 
hardly a Greek family that does not have relatives in the United 
States. But, beyond this, we were successful in Greece only because it 
was so small that we could afford to spend enough to cover our 
mistakes. 

Since the end of World War IT the money that has been spent by our 
allies and ourselves to save Greece, a country of 714 million people, 
from communism has exceded $2.4 billion. If we had set out to save 
China by the same strategy that we used in Greece, the cost on a per 
capita basis would have been to date in excess of $158 billion. But this 
assumes equal conditions, which is unrealistic since China would have 
offered many more and more difficult promiems than we faced in Greece. 
On a per capita basis it would cost us $25 billion to save Indonesia and 
an expenditure in the next few years of $115 billion to save India. 
I mention these to point out that on the basis of the strategy we used 
to achieve victory in Greece, our situation is desperate. 

It is high time that we gave the winning of the cold war the same 
importance and the same priority that we gave to the hot war. If we 
do this, any proposal affecting our relationships with other countries 
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must be weighed in the scales that will reveal the effect it will have 
on our fortunes in the cold war. To do otherwise is to signify that we 
are not sensitive to the danger which our country faces or are willing to 
disregard it in order to secure some selfish and shortsighted benefits. 

As we ponder the proposed Trade Agreements Act we must reflect 
that while trade is a minor weapon in a hot war, it is the major 
weapon in the cold war. We have the potency of this weapon on no 
less an authority than Nikita Khrushchev who drew the line for any- 
one who cares to look, only last year. He said: 

We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States is not the intercontinental ballistic missile * * *. 

If there is any doubt in your minds that, in general, the reduction 
of trade barriers between us and our allies in the western world and 
our potential “allies among the uncommitted nations in the rest of the 
world serves our cause in the cold w ar, then may I call your attention 
to one simple fact. 

During the 2 years that I spent in Europe at the beginning of the 
European recovery plan, and particularly during 1949 and 1950 when 
I served as chief of the Marshall Plan to Belgium, I became acutely 
aware of the obstacle that tariff and trade restrictions placed in the 
way of solid European recovery. 

Probably no area has had a longer history of trade restrictions nor 
relied more heavily on protectionist trade policies than continental 
Europe. Nevertheless, her farsighted statesmen such as Paul Spaak 
and former Prime Minister of Belgium; Count Sforza, Foreign Min- 
ister of Italy; Dirk Stikker, Foreign Minister of The Netherlands, 
and others warned that Europe could not become strong enough to 
survive unless she abolished the economic barriers between its coun- 
tries. But the warning of these statesmen was unheeded and a less 
farsighted course was chosen. 

Today, 10 years later, Europe has finally come to the realization 
that only through the elimination of all tariff and trade barriers can 
she survive. She has now faced the facts realistically and taken the 
first steps toward the creation of a common market. But in the mean- 
time 10 years and billions of dollars have been wasted in the futile 
effort to maintain her old protectionist traditions. 

I can see no reason. why what is true for the states of continental 
Europe is not equally true for the states that compose the North 
Atlantic Union or for the larger association of free countries which 
we must build up if we are to ultimately counterbalance Communist 
cold war aggression. 

As I said before, Khrushchev has recently warned that the Soviet 
Union is launching full scale economic warfare. It would be folly 
in the face of this declaration of trade war to legislate any restrictions 
that will hobble our leaders in the prosecution of the cold war. 

My conclusions are simple. First, of course, is that the 5-yea 
extension of the Reciprocal Trade Agreements Act, as submitted ve 
the administration, is the very least which should be reported out of 
this committee. I believe that this act and an accompanying trade 
adjustments act should declare in their preambles that it is the intent 
of Congress that any and all use made of the provisions of the act 
should be considered in the larger context of economic strategy in the 
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cold war. In fact, I would recommend that the name of the board 
contemplated under a Trade Adjustments Act of 1957 be changed to 
the War Adjustments Board so as to give recognition to the overrid- 
ing purpose of the trade program of this country. Only then can we 
begin to view United States trade policy in its proper perspective; 
that is, as a major weapon in the cold war. 

Mr. Gregory. Does that complete your statement ? 

Mr. Nuveen. That does. 

Mr. Gregory. Are there any questions ? 

Mr. Stmpson. I have some. 

Mr. Grecory. Mr. Simpson. 

Mr. Simpson. Sir, are you in favor of removing all barriers to the 
countries which we will call the freedom-loving countries? 

Mr. Nuvern. I would say that I think it would be to our advantage 
to move in that direction. I am not advocating that this cosh 
an immediate step, but that any steps which are taken should be con- 
sidered in the light of the benefit that they will have and the strategy 
that they will have in the cold war. 

Mr. Suwpeson. Thank you. 

Mr. Greeory. Thank you so much, Mr. Nuveen, for coming be- 
fore us. 

The next witness is Mr. L. D. Keller. 

Is Mr. Keller present ? 

Mr. Keller, arom give your name for the record, please. 


STATEMENT OF LEO D. KELLER, PHILADELPHIA, PA. 


Mr. Ketter. My name is Leo D. Keller, from Philadelphia; an 
American citizen, born there in 1893. I represent Amerlux Steel 
Products Corporation of New York, which is the American office 
of the Luxembourg Steel Mills. 

Honorable representatives of the Congress of the United States, 
the Committee on Ways and Means, Mr. Chairman, and committee 
sirs, I am here today to plead in favor of a 5-year extension of the 
Reciprocal Trade Agreement Act. 

I have been in the steel import business for 23 years, excepting 
prior to World War II when President Roosevelt ordered American 
boats out of foreign waters and during our subsequent entry into the 
war when we could not ship. Prior to that, I spent 20 years of my 
life in steel-consuming industries: 8 years ‘with the Harriman in- 
terests in the shipyards, and approximately 10 with the United En- 
gineers & Constructors of Philadelphia. 

I will not attempt to discuss the general and political value of the 
reciprocal trade agreement program for I assume you have all read 
the statements of “the President, the Secretary of State and others 
of the administration, and the speeches which Mrs. Luce, Senator 
Javits, Mr. Charles P. Taft, and many more have made regarding 
world politics, economics and trade. I can, however, tell you from 
my own personal experience—and I cover the ports in Philadelphia 
and Baltimore—that imports and exports are vitally necessary pri- 
marily to us and to the rest of the nations with whom we are friendly. 

Starting in January 1936, when I began, when we were just begin- 
ning to edge out of the depression, selling imported steel for me was 
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indeed an uphill problem. In those days, those directly concerned 
here—I mean by that workmen in the shipping industries, the steve- 
dores, workmen, truckmen, et cetera, were lucky if they got a day or two 
work a week. By cooperation over the years, we have built this up to 
fairly active business, which redounds to our benefit as well as the 
nations who ship to us. 

A very considerable tonnage of imported steel, in fact all of it on my 
sales, travels on American lines. It is obvious that no steampship com- 
pany can long exist operating on just one-way traffic because the cost 
of their crews, the food, and operating expenses go on whether or not 
they are carrying cargo. There are many, many thousands of people, 
both men and women, in the United States, particularly in the harbor 
cities, who depend on imports and exports for their economic life. 

Today, even though Philadelphia and Baltimore are running very 
high in import and export tonnage, I doubt seriously from conversa- 
tions that I have had with the men themselves that they average 4 days’ 
work a week. 

To do anything which might tend to lower their hours of labor would 
be a serious situation for them. I might say here I fully believe, so 
far as labor is concerned, the amount of work and labor necessary in 
unloading, transportation, and fabrication of imported steel here is as 
large or probably more than that required for domestic production on 
a man-hour per-ton basis. 

It is worthy of mention that during the Korean conflict when the 
mills in the T Jnited States were practically helpless to supply dem: nds 
from our mills, in Europe though their production was greatly in 
demand, too, from the rest of the civilized world with whom they dealt, 
they allotted to the United States users of steel a very good per- 
centage of their annual production. Without this help, many of the 
smaller users here, who had no allotment at all from the American 
mills and could not get any, were enabled at least to keep partially 
going. 

We sell primarily to the larger industries, steel fabricators both large 
and small, and warehouses both large and small. Practically all of 
them were unable to get all the steel they needed domestically to 
maintain full production during that period. 

Since then, steel was again in tight supply in 1955, 1956, and the 
early part of 1957, when domestic producers continued to allot their 
tonnage to their regular customers on a percentage basis, based on 
what they had purchased in previous years. 

We are making every effort to see that our steel gets into proper 
channels among these three classifications named above. 

Even though import prices were higher than domestic prices, prac- 

sally all of them were very happy to be able to depend partly for 
their requirements on imports. During those years of comparatively 
scarcity, some of the smaller steel warehouses who had no quotas from 
domestic mills were almost dependent entirely on shipments from 
abroad to remain in business; and, gentlemen, I know that to be a 
fact. 

Sometimes it is said that European steel prices are too low. Be- 
cause European mills more or less follow world conditions, the 
European market is indeed a free market. The world free market is 
the best guarantee of competition and competitive prices. Actually, 
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the European prices may be higher or lower than domestic prices at 
different times. 

To give you an idea of price differentials today, the current price 
of structural shapes in the American mills in the East is $5.32—one- 
half hundred-pound base f. o. b. mill, Bethlehem or Phoenixville. 

I should interpose Fairless now has a mill that has been running for 
a few years at Fairless, but they are not turning out anything. 
Primarily, they are not turning out constructurals yet. 

The present European price, which varies slightly for some sizes, 
is opboomsanny $5.60 per hundred pounds net duty paid ex dock 
Philadelphia or Baltimore. In the East this price prevails also for 
Boston, New York, and Norfolk. 

On reenforcing bars, the current American rate is $5.42—one-half 
per hundred pounds base, f. 0. b. cars Sparrows Point, Md., against 
the price of imported steel of $5.10 per hundred pounds base, ex dock 
duty paid Philadelphia-Baltimore. And, likewise, the price for New 
York, Boston, and Norfolk. You can see that the prices are not very 
far apart either way. 

I am happy to tell you that, having made this my life’s work, I 
shall be aakaes only if I can continue in the future as I have in the 
past to earn my own living but also contribute greatly to helping the 
livelihood of many hundreds of people in my immediate districts— 
Philadelphia and Baltimore. That takes in the railroad companies 
and the trucking industry which handle our tonnage, the steamship 
staff, the checkers and the stevedores themselves. In addition to that, 
the customs duties paid to the United States Government over the 
years on steel alone and in my district particularly amount to many 
millions of dollars. 

In closing I wish to say to you gentlemen in all sincerity that even 
when I know there is tonnage on board, that I do not myself feel 
something of a patriotic thrill. I am now 65 and I hope I have the 
health to continue and that Government regulations will make it pos- 
sible, because I realize that when I make a sale of imported steel, a 
chain of events is set in motion which starts in Europe and winds up 
here, where everybody involved in rolling, transporting, shipping, 
selling, and fabricating that steel benefits. 

I would like to add that our production in Luxembourg is less than 2 
million ingot tons a year, of which a percentage is lost—roughly 2 per- 
cent—in the finished steel. We do not ship any fabricated steel to the 
United States. That would interfere with fabricators here. It is 
against our policy. Therefore, even in the most critical times, never 
have we been able to bring in more than 1 percent of the total Ameri- 
can consumption, and that, we think, is very little. To begin with, 
they cannot; they do not have the capacity. 

As to foreign export trade from United States, I may say I was 
over there in 1950 and a new American mill was being erected, bought 
from the United Engineering and Foundry Company in Pittsburgh. 
General Electric had all the electrical phase. Their phase of the work 
was $8 million, and the mill itself was approximately $22 million, 
and each year we have about a million dollars in American spare 
parts going over, and I think our annual sales in United States have 
never exceeded $6 million in any one vear. 








734 RENEWAL OF TRADE AGREEMENTS ACT 


It is very important to them to keep going and to keep this little 
share of the business, because Luxembourg itself consumes less than 1 
percent of its production in steel. They have a wine industry. They 
make a very good wine, but Belgium takes their entire output. 

Why this mill was bought in the United States I cannot tell you. I 
think it was probably higher than they would have gotten from Ger- 
many, but they couldn’t get the delivery, and, even as it was, it was 
nearly 2 years. 

That about covers my testimony. Are there any questions ? 

Mr. Grecory. Mr. Simpson. 

Mr. Smpson. Mr. Keller, you are an importer only? 

Mr. Kewter. I will answer you this way: 

During the war years I did the reverse. At that time I did export- 
ing for our company. They have branches throughout the world who 
depended a lot on United States shipments. But during the war, as 
you know, everything was on an allocation basis and very little was 
going out. I bought from warehouses wherever I could, and occa- 
sionally we got a little from mills. I got some of the smaller mills to 
help out different countries in other parts of the world, in South 
America and some in Europe. 

Mr. Suueson. I am a little confused. Do you have manufacturing 
plants abroad ? 

Mr. Ketier. No. 

Well, our mills; yes. They are the producers. We have our Belval 
Eesch mills. They have nine different mills rolling different sizes. 
That is right in the Grand Duchy of Luxembourg. 

Mr. Sreson. Your customers of those mills are where, largely ? 

Mr. Ketxier. Along the seaboard. 

Mr. Suupson. United States only ? 

Mr. Ketizr. No, no. They ship to all civilized countries. They 
have an office in probably every civilized nation in the world with 
whom we are friendly. 

Mr. Suwrson. What proportion of your manufacture is sold in the 
United States ? 

Mr. Ketier. Probably 5 to 6 percent, and that was cut very drasti- 
eally during this shortage because, due to the American mills being 
unable to take care of their countries throughout the world, those 
countries then, in turn, went to Europe, to the six nations in the com- 
bine; that is, France, Germany, Luxembourg, Holland, Italy, and 
Belgium. 

I am at the piers every week working with these men, and I inspect 
all tonnage. While it comes in fully insured for any loss that can 
happen, I like to see it before it goes into the car and when it goes 
in the car. 

Mr. Stmpson. Thank you. 

Mr. Grecory. Mr. Curtis will inquire. 

Mr. Curtis. I simply wanted to make one comment. 

I appreciate your statement very much, but I particularly was glad 
to hear—and I think you are the first witness who has mentioned it— 
the fact that the tariff can be used to raise revenues. 

Mr. Kewuer. I have some figures on that. 

Our company paid in 1956 $791,485.89 in customs duties, and $692,- 
467.92 in 1957. 
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Mr. Curtis. We stil] do derive revenue, and you feel it is perfectly 
proper for the Congress to use tariffs as a method of raising revenues ; 
do you not ? 

Mr. Kerrier. Of course. You have to pay your customs officers. As 
a matter of fact, we have to wait sometimes because the cars cannot 
leave the piers until customs inspect it, and all the steel is today 
stamped—angles, beams, and channels—with the country of Ge 
On sheets and plates and bars it is not required because that would be 
defacing the steel, so the customs people rule. But we tag that, and 
those tags are not to be taken off. It is against the law. 

Mr. Curtis. Thank you very much. 

Mr. Grecory. We thank you, Mr. Keller, for your presentation. 

(The following material was received by the committee :) 


HOyYLAND STEEL Co., 
New York, N. Y., March 18, 1958. 
Hon. W1LBuRk D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, 
Washington, D.C. 


Dear Mr. Mitts: We understand that the House Committee on Ways and 
Means is now holding public hearings in connection with H. R. 10368, and we 
would like to take this occasion to go on record that we strongly urge extension 
of the Trade Agreements Act. 

However, there is one provision in the Trade Agreements Act which we 
oppose, and that is the proposal calling for an increase in duties up to 50 percent 
above the rates in effect on July 1, 1934, in escape-clause cases. 

We are also opposed to a provision requiring the Tariff Commission to start 
an escape clause investigation simply upon application. It is our opinion that 
the Tariff Commission be permitted to start a formal investigation only if a 
preliminary investigation shows that such formal steps are called for. 

We also feel that the escape clause should be clarified so as to show that 
its sole purpose is not simply the elimination of all import competition. 

We fully support the 5-year extension of the Trade Agreements Act including 
the provision to reduce tariff rates by 25 percent over the rates existing on 
July 1, 1958, over a period of 3 to 5 years. We also support continuation of 
the President’s authority to approve, modify, or reject Tariff Commission recom- 
mendations in escape-clause investigations. 

A good many businesses and their workers depend upon exports, and it is our 
firm belief that we cannot have exports without substantial imports. Foreign 
trade, which is essential to this country, must be conducted both ways and it is 
our opinion that the extension of the Trade Agreements Act will work in 
this direction. 

May we respectfully request your support in line with the above, and we 
would like to tell you that copies of this letter have been sent to the various 
members of the Committee on Ways and Means. 

Respectfully yours, 
P. H. GARFUNKEL. 


Port EVERGLADES STEEL Corp., 
Fort Lauderdale, Fla., February 27, 1958. 


Re The reciprocal trade agreements program. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D.C. 


GENTLEMEN: We of the Port Everyglades Steel Corp. earnestly request your 
favorable consideration of an extension of the Reciprocal Trade Agreements Act 
which the President of the United States has requested. We have been actively 
engaged in international trade during the past several years in steel, building 
materials, and various other articles. We cannot, from our personal experience, 
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overemphasize the important part that the reciprocal trade agreements program 
has played in developing this international trade which, in turn, has meant a 
great deal to our domestic economy and to international relations. 

We are, through our personal acquaintance and business transactions with our 
many friends in foreign countries, very much aware of their profound interest 
in continuation of the reciprocal trade agreements program. The many indi- 
viduals and firms with whom we deal, mainly in Europe, are unanimous in 
expressing their sincere satisfaction and gratitude for the assistance and the 
friendship in our country available to them through the trade agreements pro- 
gram. This, to our knowledge, has done a great deal to cement relationships 
between free countries, whereas without the reciprocal program our allies 
would be virtually compelled to steadily increase trade activity with Communist- 
controlled countries. 

The increased flow of international trade brought about by reciprocal tariff 
reductions has in turn had a remarkably fine effect on our domestic economy. 
With approximately 10 percent of our country’s total production presently going 
into foreign markets, many business firms throughout the United States benefit 
considerably from an ever-increasing international trade and employment of 
millions of Americans is made possible in producing and marketing export 
products. 

In order to assure markets for products of free countries, we believe it to be 
absolutely essential that the market for the free world now existing in our 
country be continued through an extension of the Reciprocal Trade Agreements 
Act. Failure to extend the act would have a very depressing effect on the econ- 
omy of free nations and would be detrimental to the domestic economy. 

We have discussed the matter with many industrial concerns which benefit 
from the particular field of international trade in which we engage, and, without 
exception, these people favor the continuation of the trade agreements program. 
We, therefore, respectfully urge that the Reciprocal Trade Agreements Act be 
extended as requested by the President of the United States. Continuation of 
the reciprocal agreements are an important factor in our country’s effort to make 
the world a better place in which to live, improving the standards for all the 
free people who are our allies. 

We sincerely trust our opinions, and the facts stated herein will at least por- 
tray to you the feelings and beliefs of the great many people with whom we deal. 

Thanking you, we remain, 

Very truly yours, 
ALLEN GORDON, 
Secretary. 


Wm. H. Mutter & Co., INc., 
New York 17, N. Y., February 14, 1958. 
Reference : H. R. 10368. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D.C. 


GENTLEMEN: With reference to the subject bill relative to the extension of the 
Reciprocal Trade Agreements Act expiring June 30, 1958, we strongly urge that 
your committee extend this program for 5 years beyond the present expiration 
date. 

Moreover, we strenuously oppose the provision in the subject bill which would 
authorize the President to increase the rates of import duty up to 50 percent over 
the tariff rates effective during 1934. 

While we agree with the purpose of the Tariff Act in regulating foreign com- 
merce to protect domestic industry and labor, we believe that an increase in the 
present rate of import duty as proposed and to allow the Reciprocal Trade Agree- 
ments Act to expire June 30, 1958, would have a serious eventual effect both on 
domestic industry and labor. In order to spend United States dollars on Ameri- 
can export, the foreign nations with which we trade must also be able to earn 
United States dollars. To place additional burdens on foreign commerce can 
only have its repercussions on domestic industry and labor through curtailment 
of exports from the United States. 

As an illustration, we mentioned the coal industry of the United States. At 
the present time there is a considerable export movement to foreign countries all 
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over the world. This has assisted in building up a depressed industry from 
years past to a point where the coal industry now is economically stable. How 
would this have been possible were it not for the exportations by foreign coun- 
tries of their products to the United States whereby United States dollars could 
be earned for payment to the United States coal producers? 

We would also like to mention the foreign steel industry who are now, and 
have in the past, exported considerable of their output to this country. In times 
of shortage in domestic production, the foreign steels have indeed been a great 
asset to United States economy by minimizing unnecessary delays and costs in 
many operations such as the gas transmission industry, the building industry, 
and others. To assess increased import duties on products such as supplied by 
foreign steel would obviously add further burdens on domestic industry with 
resultant decrease in dollar value earned by the foreign countries. 

Consider a mineral in short supply in the United States—manganese ore. 
According to the present tariff, there is an import duty of one-fourth of 1 cent 
per pound of contained manganese. Should the Reciprocal Trade Agreements 
Act be allowed to expire, the import duty applicable to this commodity would 
increase to 1 cent per pound contained manganese, or even to 1% cents per pound 
if the proposed duty increase is made which would equal an increase of 75 to 
125 percent, respectively, in the cost to the United States consumer of this impor- 
tant mineral. This would in turn have its effect on the economy of the United 
States steel industry and, eventually on the economy of the United States. When 
commodities necessary for domestic uses must of necessity be imported from 
foreign lands, this same effect would be repeated many times. 

We, therefore, respectfully repeat our recommendation to continue the Recip- 
rocal Trade Agreements Act for an additional 5-year period beyond June 30, 1958, 
and to reject the proposal to increase the tariff rates by 50 percent. 

Very truly yours, 
R. F.. FITzGERALD. 


F'ERROSTAAL OVERSEAS CorP., 
New York, N. Y., February 25, 1958. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 
(Re reciprocal trade agreements program. ) 


GENTLEMEN: We herewith inform you that we are earnestly supporting an 
extension of the Reciprocal Trade Agreements Act requested by the President 
of the United States. We have been engaged for several years in international 
trade in steel and other articles and know from our personal experience the ex- 
tremely important part which the reciprocal trade agreement program has 
played both in our domestic economy and in international relationships. 

The remarkable increase in the size and health of our domestic economy 
over the past years has been due in no inconsiderable part to the increased flow 
of international trade which, in turn, has been brought about by the reciprocal 
tariff reductions made under the Reciprocal Trade Act program. Not our 
business alone, but the business of our transportation suppliers, fabricators, 
and consumers, depends in great part upon the ever-increasing flow of goods 
and services between our country and our friends and allies. Almost 10 per- 
cent of our country’s total production is exported and our foreign trade provides 
jobs for over 4 million Americans. 

Through our own personal knowledge and dealings with our friends abroad, 
we can confirm the extreme importance of the promotion of increased commercial 
and trade relations with our allies. We know that they believe, as we do, in 
freedom and free enterprise, but unless they have markets for their goods in 
the free world, they would ultimately be forced to deal with and depend on the 
Communist world, much against their inclinations. Neither our domestic econ- 
omy nor our international security can afford the loss of the rest of the free 
world. 

We, therefore, urge that the Reciprocal Trade Agreements Act be extended, 
as requested by the President. 

Yours very truly, 
BE. MINDEN. 
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ANTIMONY BRIEF—-SUBMITIED TO THE HOUSE WAYS AND MEANS COMMITTEE FOR 
INCLUSION IN THE COMMITTEE REPORT OF THE HEARINGS ON THE GOVERNMENT 
TRADE AGREEMENTS ACT 


Our name is the American Antimony Committee, located at 6853 Camrose 
Drive, Hollywood 28, Calif. 

We oppose the extension of the Trade Agreements Act for the following 
reasons : 

The domestic antimony industry has already been injured under the Trade 
Agreements Act (the tariff on antimony oxide was reduced from 2 to 1 cents 
per pound on June 1, 1948, and this 1-cent rate has been in effect since that 
date). 

The domestic antimony mining industry has been held back by entirely 
inadequate protective tariffs and an extension of the Trade Agreements Act 
(with the possibility of additional tariff reductions on antimony products) will 
act as a further deterrent to the development of domestic antimony mines. 

In view of antimony’s many strategic military and essential civilian uses and 
our country’s dependence on foreign sources (mostly overseas) for 95 percent 
of its primary antimony supplies, we urge that consideration be given to encour- 
aging, instead of discouraging the domestic antimony mining industry. Fur- 
thermore, we wish to point out that antimony originating in the U. S. S. R., or 
its satellites, has been invading the free world market at cut prices, thereby 
endangering the survival of antimony mines in the United States and Alaska. 

We wish to express to the House Ways and Means Committee our deep appre- 
ciation of the opportunity to present this brief and necessarily limited picture 
of the present antimony situation. 

Thank you. 


Mr. Gregory. This is the last witness. 
The committee will stand adjourned until 10 o’clock tomorrow. 


(Whereupon, at 12 noon, the committee adjourned until 10 a. m., 
February 28, 1958. ) 
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FRIDAY, FEBRUARY 28, 1958 


_ House or RepresENTATIVEs, 
CoMMITTEE ON Ways AND MEANS, 


Washington, D.C. 


The committee met at 10 a. m., pursuant to recess, in the Committee 
Room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuatrman. The committee will please come to order. 

Our first witness this morning is Mr. Eric Johnston. 

Mr. Johnston, will you please come forward and identify yourself 
for the record by giving us your name, address, and the capacity in 
which you appear. 


STATEMENT OF ERIC JOHNSTON, PRESIDENT, MOTION PICTURE 
ASSOCIATION OF AMERICA, WASHINGTON, D. C. 


Mr. Jounston. Thank you. 

I would like also to read a short statement if I may, Mr. Chairman. 

The CHarrmMan. Yes, sir. 

Mr. Jounsron. My name is Eric Johnston. I am president of the 
Motion Picture Export Association of America at 1600 I Street NW., 
in Washington. This association represents nine leading United 
States film companies in their operations abroad. 

I come before you again on an old mission. I come to urge you 
to extend the Reciprocal Trade Agreements Act for 5 more years. 

Both for your committee and for myself, this is scarcely an opening 
night of a new production. The reciprocal trade debate, pro and con, 
has been heard so many times in this chamber that I almost wonder 
if the eloquence is not somehow engraved on the marble columns 
around us. 

As you are deliberating this time on whether to extend reciprocal 
trade, I know you are hearing again the old arguments and that you 
are listening to them with patience and thoughtfulness and even for- 
bearance. But old arguments are not necessarily out-of-date argu- 
ments. To my mind, the reasons for extending reciprocal trade are 
even more compelling now than in the past. 

It is true today, as it was yesterday, that reciprocal trade is essen- 
tial to our domestic economy. There is no doubt it causes dislocations. 
These occur in every competitive marketplace. But how infinitely 
greater and incurable the dislocations if we were to return to the days 
of the Smoot-Hawley tariff. I can think of nothing else that would 
so surely and quickly smash our American economy. 
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It is true today, as it was yesterday, that reciprocal trade has made 
the United States the greatest international trader in the world’s 
history. The very core “of our success is reciprocity. If we do not 
buy, we cannot possibly sell. And if we do not sell, no economist from 
Adam Smith to John Maynard Keynes could concoct the miracle 
drugs that would save our skins. 

And it is true today, as it was yesterday, that we need stability in 
our total trade policy. An unstable trade policy does not just pull 
out the rug from under our friends abroad. It invites reciprocal 
rug pulling against us. The 5-year extension will achieve that vital 
stability. 

What’s more, as your wise and distinguished Speaker, Mr. Rayburn, 
has said: “It ought to be made per manent.” I could not agree more 
wholeheartedly. 

To conserve your time, I shall deal with only one more argument. 
To me, this is the most valid ofall. It issimply this: 

The best case for the reciprocal-trade program is that it has worked, 
it has succeeded, it has contributed mightily to our national well-being 
and prosperity. 

Is there any better test of a national policy ? 

Ask yourselves: Suppose we had not had the reciprocal-trade 
program these last 24 years, what would be the economic condition 
of our country today ? 

To prosper, our free enterpise economy must continually grow and 
expand. We continually need new markets at home. We continu- 
ally need new markets abroad. This is what the reciprocal-trade 
program assures us. This is why I am for it. I am for it because 
it is one of the sturdiest columns supporting our capitalist economy. 
[ regard it as indispensable. 

Mr. Chairman, I want to thank all of you for your patience in 
listening to me. 

The CuHatrman. Mr. Johnston, we thank you for your very fine 
statement. 

Are there any questions ? 

Mr. Reep. You spoke about the Smoot-Hawley Tariff Act and 
blamed it for the drop in imports when the facts show that about 
two-thirds of the total drop in imports from the high in 1928 to a 
low in 1932 came before the Smoot-Hawley Tariff Act became effec- 
tive, and had nothing whatever to do with it. 

I just wanted to correct that statement because it is not true. 

Mr. Jonnston. Mr. Reed, I have always felt that whether or not 
some of the drop occurred before the Smoot-Hawley Tariff was 
enacted, the Smoot-Hawley Tariff retarded any recovery that might 
have taken place. That is my personal opinion, Mr. Reed. 

Mr. Reep. I want you to know that it occurred before the Smoot- 
Hawley Act went into effect at all. 

The Cuatrman. Mr. Gregory. 

Mr. Grecory. I should like to compliment you for what I think is 
a splendid statement. You have said in a few words everything that 
needs to be said on this. 

There are, of course, people who go into more detail, but generally 
speaking, you have covered the whole subject in a few words and we 
uppreciate that. 
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Mr. Jounston. Thank you. 

The Cuarrman, Mr. Mason will inquire. 

Mr. Mason. You say on page 3: 

The best case for the reciprocal trade program is that it has worked; it has 
succeeded ; it has contributed mightily to our national well-being and prosperity. 

That is a pretty strong statement, Mr. Johnston, and in order to 
evaluate that, I have to put it alongside of the statement that has been 
made by 3 of the greatest authorities on foreign trade we have in the 
Nation today, Dr. Wilcox, who was formerly, Director of the Inter- 
national Trade for the State Department; Dr. Claudius Murchison, 
economic adviser to the American Cotton Manufacturers Institute; 
and Dr. John Lee Coulter, a nationally known consultant and econo- 
mist, who most people concede is one of the best informed men in 
America today on foreign trade problems. 

All 3 of these men agree in their summary of the results of the 
reciprocal trade agreements, and this is their statement and I quote: 

The trade of the world today is more tightly regimented than it ever has been 
before in history in time of peace. 

Now, Mr. Johnston, with those 3 authorities summarizing the situa- 
tion today after 24 years of this reciprocal trade agreement in that 
way, and you stating that it has contributed mightily and has sue- 
ceeded and has worked, I have to weigh those 2 statements in order 
to evaluate your statement; do I not ? 

Mr. Jounston. I think you should weigh all statements in order 
to evaluate anything that I say, Mr. Mason. Obviously, that is your 
position and your responsibility. 

I want to say that I meant exactly what I said, that reciprocal trade 
had contributed mightily to our national well-being and prosperity. 
The reason I said it was because our trade in the world is infinitely 
oar than it has been in the past, both our export and import 

rade, Our exports in the past year were approximatley $6 million 
heed than our imports. Those exports certainly gave a great deal 
of employment to American citizens. 

Mr. Mason. Mr. Johnston, yes, I understand that our exports are 
approximately $6 billion more than our imports, but a great part of 
that $6 billion more in exports is due to our foreign-aid program, our 
dollars that we have provided to lend through our Export-Import 
Bank and all the rest of your international lending agencies and so, 
if we furnish the dollars for this $6 billion extra for them to use and 
we give on an average around $5 billion a year in military aid, and 
these other types of aid, our commercial exports pretty ne: rly balance 
our imports. 

Mr. Jonnsron. Mr. Mason, you are an authority on this and I do 
not pretend to pit myself and my knowledge in this field against yours. 
But a part of the exports, of course, is our aid program, a part of it 
is private money which goes abroad for development. I think you will 
agree, Mr. Mason, that our exports and our imports ought to approach 
some kind of balance. We have fairly well drained the gold and the 
art objects and the jewels from the world to pay for our exports. They 
have to be paid some way. I prefer the stimulation of private capital 
to go abroad more than I do almost any other way to pay for them, that 
and the imports of goods from abroad. 

24093—58—pt. 1-48 
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I think that exports and imports have to be balanced, Mr. Mason. 
I believe any of the experts would agree to that. 

Mr. Mason. I agree to that myself, but imports and exports are not 
the only methods by which dollars are available to buy American 
goods. 

Our tourist trade furnishes a considerable amount of dollars to go 
abroad. Our installations in the foreign nations and our Armed 
Forces provide a lot of dollars for this, and the fact is that the Secre- 
tary of State had to acknowledge before this committee a year or so 
ago under questioning that Europe today has more gold reserve in 
dollars available for the purchase of American goods than it ever 
had in the history of the world before, and he named the amount at 
about $14 billion. 

Now, that is what he testified before this committee, and so it really 
is not a dollar shortage after all. 

Mr. Jounsron. Mr. Mason, there are many things that contribute 
to the ability of foreigners to purchase in America, including tourist 

travel, ocean shipping which is another invisible method, and services 
of one kind or another. 

All of this we are for, and I am sure you are for them, too. They 
help pay for American exports and help pay American labor. 

What I am trying to say is that Europe and the rest of the world 
want to buy from America. Her problem is primarily a shortage of 
hard currency to pay for the exports. All I am further trying to say, 
Mr. Mason, is that I am for a continued and increased trade between 
nations. I believe it is responsible for a large share of the prosperity 
that we have had in our country, and I want to continue trade as much 
as I can because I believe it breeds more prosperity in our own country. 

I want to add this in conclusion: We have found in America that 
the well-being of all the people is important to the well-being of the 
Nation as a whole, and I think that the prosperity of others in the 
world is reciprocal to the prosperity of the people in the United 
States. 

Mr. Mason. No one would disagree with that, Mr. Johnston, but 
would you agree that during these 24 years that: the reciprocal trade 
agreements have been in effect that more severe restrictions have been 
applied by European nations to our exports in the shape of licenses 
which say you cannot ship anything of that kind in, in the shape of 
quotas which say you can only ship in a certain amount, in the shape 
of many of those barriers to trade which are much more severe than 
simply tariff rates? 

Mr. Jonnston. Of course, I will agree to that, but have you not for- 
gotten that there was a world war during this period which materially 
upset the economies of these European countries ? 

Take England as an illustration. Certainly, England would like to 
buy more from us. Her problem is that she has not the hard currency 
to pay for it. 

We must agree that in England gold supplies have materially de- 
creased since the Second World War and England cannot pay. If 
England could be restored to the condition that existed prior to the 
Second World War, there is no question that many of the restrictions 
you speak of would be removed. But in spite of her problems, Mr. 
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Mason, England is still doing more business with us than she did be- 
fore the war. 

Mr. Mason. May I say, Mr. Johnston, that England is buying more 
from us of certain goods which she needs and must have, but she has 
also placed restrictions on our goods; for instance, bicycles, machine 
tools, goods that she manufactures herself, and she wants to protect 
her own industries and keep out American industries that can compete 
with her. 

In those fields, England has raised some pretty stiff tariff walls in 
the shape of licenses and quotas and the rest. 

Mr. Jounston. You are thoroughly correct, Mr. Mason, but it is 
simply because she cannot afford to pay for them. There is no ques- 
tion about that. 

Mr. Mason. She can afford to pay for the things she needs and 
wants and she does, but she says, “You cannot ship in these things 
because we do not need them. We manufacture them ourselves.” 

We do not say that in our tariff laws. 

Mr. Jounston. I think that illustrates perfectly, Mr. Mason, that 
restrictions on trade simply breed in one form or another various 
types of control which I am personally opposed to, controls on an 
enterprise system. 

When a nation has a shortage of currency to pay for imports, it 
must impose some type of control. 

England buys those things, of course, that she must have. She 
puts a priority on the things that she must have and tries to shut out 
those she can live without. She must do that in order to exist. 

If, on the other hand, England were in such a trading position that 
she could afford to buy these imports from us, I am sure she would. 

Mr. Mason. Now, Mr. Johnston, the sum and substance of most 
of the testimony in favor of this reciprocal trade agreement talks 
of the Smoot-Hawley high tariff and takes the attitude that our 

tariff today and our tariff walls are high. 

The fact of the matter is that during these 24 years we have re- 
duced our average tariff rates from about the middle of the totem 
pole, about 16 percent on an average, down to about the bottom of 
the totem pole, which is an average of 5 percent, and we rank seventh 
from the bottom today in our tariff walls, while England during the 

same time has raised her tariff rates up until they are now better than 

25 percent on an average. Now, that is 5 times as high as ours, and 
so, would you not say that we have done pretty well in lowering our 
tariff walls during the last 24 years ? 

Mr. Jounston. I certainly think we have gone in the right direc- 
tion and have done it very well. I thoroughly agree with you. But 
I think this proves, rather than disproves, ‘the wisdom of our course. 
In the process, the "American economy has expanded, our people are 
more prosperous, the gross national product is infinitely higher even 
in constant dollars, and the per capita income of the American people 
is infinitely higher even in constant dollars than it was before the 
war. 

Does this not prove that America has prospered under the 
program ¢ 
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Mr. Mason. Not to my mind. It proves that America, in spite of 
this program, has gotten along pretty well, and not because of this 
program. 

Now, I just have one more question, Mr. Johnston. 

After 24 years’ experience with this Reciprocal Trade Agreements 
Act. And after 10 or 15 years of experience in our foreign aid in 
the total amount of over $50 billion, yet there are so many doubting 
Thomases all over the country, particularly in the Middle West may 
I say, and some few on this committee who are not convinced that 
the reciprocal trade agreements and the foreign aid program have not 
done more harm than good to Americans. And then we see an 
administration in desperate straits to continue the foreign aid pro- 
gram and this reciprocal trade agreement program after all these 
years, so that we go out and draft one of the greatest salesmen in the 
country, shall we say, to try and sell these st ubborn doubting Thomases 
all over the country, and particularly in my section of the country, 
and in Congress on the fact that they ought to continue this reciprocal 
trade agreements and ought to continue this foreign aid program. 

Is that not in its acknowledgment by the administration that the 
thing has not worked, has not been efficient, is not desirable? 

Mr. Jounston. Mr. Mason, we are a God-fearing country and be- 
lieve in God, but some of the best orators we have continually get up 
in the pulpit and tell us that we ought to continue to believe. Because 
a preacher in our own local community urges us to attend church and 
helieve in God does not make it bad counsel. Simply because the 
preacher preaches it does not mean it has failed or is failing 

I am one of those who believe in reciprocal trade and foreign aid 
because I believe that it leads to greater prosperity of the American 
people. I am for greater prosperity of the American people. I am 
one of those who think it makes a material contribution just as religion 
makes a spiritual contribution to American life. 

If we talk for it, it does not mean that it has failed. 

Mr. Mason. I am one of those who does not believe that the re- 
ciprocal trade program has worked. I am one of those who believe 
it has been mostly a one-way street. I am one of the 13 who voted 
no on the first extension 11 years ago and that 15 has grown now to 
i98 at the last vote that we had, and I am one that is hoping that it 
will be better than 218 when it goes to the House. 

That is all, Mr. Johnston. 

Mr. Jounston. All right, Mr. Mason. You are certainly entitled 
to your opinion. 

Mr. Mason. And you are entitled to yours. 

Mr. Jounston. Thank you. 

The Cuarman. Mr. Eberharter will inquire, Mr. Johnston. 

Mr. Exsernarter. Mr. Johnston, Mr. Mason has made mention of 
restrictions imposed by other countries on American imports into 
their countries, particularly England. Now it occurs to me that one 
of the main purposes of this program is to attempt to remove some of 
those restrictions so that American exports can go into those countries; 
is that correct ? 

Mr. Jounston. That is my understanding; yes, sir. 

Mr. Esernarter. Now, Mr. Mason, I think’ : also brought up the sub- 
ject of tourist trade which takes many millions of American dollars 
out of the United States into foreign countries. 
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Do you agree with that ? 

Mr. Jounston. Yes. 

Mr. Esernarter. Now, could you conceive of anybody trying to 
curtail American tourist trade abroad because it takes American dol- 
lars out of this country ? 

Mr. Jounston. I certainly could not. 

Mr. Esernarrer. That isall, Mr. Chairman. 

Mr. Baxer. Mr. Chairman. 

The Cuatrman. Mr. Baker will inquire. 

Mr. Baxer. Mr. Johnston. 

Mr. Jounsron. Yes, Mr. Baker. 

Mr. Baxer. May I preface my very brief pence with a state- 
ment which you may or may not know: That I have voted for this bill 

each time since I have been on the committee and in the Congress, but 
I have some grave misgivings. 

First, let’s return to our discussion of England. It developed here 
in the testimony of representatives of the heavy machinery manufac- 
turers that a great deal of Government procurement in that field has 
now gone in turbines, and heavy weapons, and so forth, both by de- 
fense : agencies and Government agencies. 

It: also developed, to my am: avement, that those same companies 

cannot even bid on Government work in England. 

My question is a very simple one. Do you consider that reciprocity ? 

Mr. Jounsron. Mr. Baker, 1 do not ‘consider it reciprocity, but I 
think you must take the conditions and circumstances into con- 
sideration. 

These people buy all that they can from us with the available pur- 
chasing power in hard currency that they have. For instance, in my 
own State of Washington, approximately 50 percent of the commer- 
cial airliners sold by Boeing are sold outside the United States. They 
have to be paid for in hard currency. I do not know the number of 
people who are employed at Boeing on the commercial work, but my 
guess is that probably there are about 20,000, and about 10,000 of 
those are employed on export production. 

Now, how do these people pay for these things if you do not allow 
them to sell something into America ? 

You do not want to pay for them, I believe, by sending our dol- 
lars abroad and taxing the American people to do it. I think that 
you believe that it is best done by trade. At least I believe that. 

England, while she has imposed restrictions on the importation of 
goods into her country of certain types that she makes, do not forget, 
has also imposed terrific taxes on her own people in order to try to 
live. 

We have a sales tax in many of our States of 2 and 3 and 4 percent. 
Let us not forget that in England the sales tax on certain commodi- 
ties runs as high as 100 percent. This is done to restrict purchases by 
the English people of certain goods because the British simply can- 
not afford to import them. 

I have no doubt that Britain, which was a great trading nation 
prior to the First and Second World Wars, would purchase many 
more things from us if she had the capacity to do so, but we must 
enable her people to pay for these things. They cannot buy goods 
from America unless they pay for them some way. We have to let 
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them pay for them by importing their goods or by exporting our dol- 
lars to them in the form of loans or gifts or tourist travel. Otherwise 
we cannot expect to export American n goods to them. 

I am for expansion of trade, not contraction. 

I believe that the capitalistic system to which I am devoted can- 
not exist without expansion. | do not believe that it can exist by con- 
traction. That is my personal feeling. When you get contraction 
of trade, you also begin to get restric tions and regulations of all kinds 
which destroy the enterprise system. 

Now, I am for expanding our foreign trade and for developing 
our foreign trade. I believe that far more people are given employ- 
ment in America by our exports than are hurt by our imports. Of 
course, there are dislocations and there have been many programs 
presented to deal with them. 

Mr. Baxer. There have been many dislocations. 

Mr. Jounston. There have been many things worked out to try to 
relieve that, but I am for expanding trade. 

Mr. Baxer. What is the percent: ige of our export business as 
compared to the gross national product 7 

Mr. Jounston. It is not large, but it is a very important factor. 

Mr. Baxer. What is it? 

Mr. Jonnstron. Our gross national product is running at the present 
time about $335 billion, and our export trade is approximately $20 bil- 
lion, so it is about 7 percent or 8 percent. 

Mr. Baxer. Turning to page 2 of your statement, I am going t- 
read 2 sentences : 

“Tt is true today, as it was yvesterday—that reciprocal trade is 
essential to our domestic economy.” 

I agree with that. 

“There is no doubt it causes dislocations. 

“These occur in every competitive marketplace.” 

Now, give us your solution or your suggestion or your plan as to 
what we are going to do about those dislocations. 

Mr. Jounsron. Well, Mr. Baker, there have been many proposals 
regarding eg and I am sure you are thoroughly familiar 
with them. I do not happen to be an expert in this matter. But in 
the first place I am opposed to reducing tariffs rapidly in those areas 
where it would cause dislocation in the domestic economy. I am for 
employment in America, not opposed to it. 

Mr. Baxer. Will you please tell me what you mean by the word 
“dislocation” ? 

Mr. Jonnstron. I mean those instances where the domestic manu- 
facturer cannot compete with the foreign product which is imported 
and where people are put out of work in America because he cannot 
compete. It is a dislocation of employment, a dislocation of capital. 

Mr. Baker. All right. Let us take two specific illustrations, both 
of which are prevalent in the area I represent, the coal mining in- 
dustry and textiles. 

Thousands of coal miners are out of work and thousands of textile 
workers are out of work. The balance are hanging on by their teeth. 

What would you do with these 10,000 coal miners in my district who 
are out of a job? 

Mr. Jonnston. I would attempt to relocate them elsewhere. 
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Mr. Baxer. Physically relocate them ? 

Mr. Jounston. I would attempt to relocate them elsewhere, per- 
haps physically, or perhaps I would attempt to stimulate industries in 
that area so they could receive employment in one form or another. 

As far as the textile industry is concerned, a great deal of the dis- 
location here is caused by an agricultural policy of selling cotton 
abroad cheaper than it is sold in the domestic market. 

Again we get into a domestic problem which it is not my intention 
to discuss here, but I believe that there should be some protection in 
the textile industry and I believe that there must be some fair method 
by which the American industry can buy cotton as cheaply as its com- 
petitors abroad buy it. 

Now, the methods of working that out, I think, are many, and I do 
not pretend to say which is the better way. There have Sean agree- 
ments worked out with the Japanese regarding a limitation of the im- 
port of textiles into America. Perhaps it is not severe enough. 
Maybe it should be somewhat different, lei I do not believe that the 
administration has attempted to work these problems out. 

Mr. Baker. Is the administration, to your knowledge, at this time 
taking any affirmative steps to solve this cotton problem ? 

Mr. Jounston. I would not be familiar with what steps they might 
or might not have taken. I would know nothing about it. 

Mr. Baker. I have one other question. 

Do you as a private citizen consider it good public policy for the 
United States of America to go abroad and buy commodities such as 
turbines, expensive machinery, when the nations abroad do not permit 
our industry to even bid, and where undoubtedly agreements are made 
where just maybe one foreign bidder bids and get the business? 

Is that good public policy ? 

Mr. Jounston. I think it is very poor public relations on the part 
of the countries involved who do this. 

Mr. Baker. Let’s separate my question. I should not have com- 
bined it. Let us take the first part. 

Is it good public policy for the United States of America to do 
that ? 

Mr. Jonnsron. I think it is good public policy. We do it with 
whisky. I do not believe we export much bourbon whisky made in 
America to England, even though the principal export to America is 
Scotch whisky. I do not think this is against public policy. 

Mr. Baker. Let’s be more specific. 

Do you think it is good public policy, good for the United States of 
America, for these agencies to go abroad and buy electric turbines and 
generators and transformers and what not when they could buy just 
as good here from the finest companies in the world and buy better 
ones here ? 

Mr. Jounston. No. 1, as a businessman I would prefer to purchase 
a domestic-made item even if I paid a little more for it than a foreign 
product, because I could get spare parts more quickly and easily, and 
I could probably get attention from the domestic manufacturers’ engi- 
neering department more quickly. 

Mr. Baxer. You are thinking along my line there. 

Do you know who is responsible for this policy that I have just 
cliscussed ? 
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Mr. Jounson. Do I know who is responsible for it / 

Mr. Baker. Yes. 

Mr. Jownston. You mean responsible for allowing foreigners to 
bid ? 

Mr. Baxer. Who is ete It is a pretty widespread policy. 

Mr. Jounston. Well, I assume that the Congress of the United 
States is responsible. There is nothing against the law in this practice. 

Mr. Baxer. A Federal agency elects to go to England or Be gium or 
France and buy electric turbines, transformers, and generators. 
What does Congress have to do with that ? 

Mr. Jonnston. I assume the agency is not prohibited by law from 
doing so. I imagine the administrators feel that they are saving 
the taxpayers money. 

T do not know that I agree with them, but you asked who was respon- 
sible and I assume that in the final anlaysis it is the Congress for not 
forbidding it. 

Mr. Baker. You can gather that I have some real respect for your 
judgment and I do have. Would you recommend that we put in this 
bill a provision on prohibiting that ? 

Mr. Jounston. [I would certainly not recommend that. 

Mr. Baxer. Why not? 

Mr. Jounston. I would not recommend it because I think, as the 
leader of the world in commerce and trade, we ought to use our lead- 
ership to get other people to reduce their restrictions. I think we 
ought to use every diplomatic means within our power for this end, 

rather than raise our own tar iffs, our own restrictions, and thereby 
cause others to become more restrictive. 

Mr. Baker. Thank you very much, Mr. Johnson. 

Mr. Eserniarrer. Mr. Chairman. 

The Crairman. Mr. Eberharter. 

Mr. Esvernarrer. Mr. Johnson, the subject of dislocation has been 
brought up by Mr. Baker and you have answered I think adequately. 
T want to call attention to this fine point. 

More than 2 years ago I introduced a bill in the House which would 
serve to bring some relief to those areas particularly distressed by rea- 
son of large imports. I reintroduced that bill last year, and in con- 
nection with that bill I made some remarks on the floor of the House, 
which had for its main purpose the explanation of the bill and the 
reason why I thought it would be necessary to enact some legislation 
which might relieve those districts heavily distressed by reason of 
imports, just as was brought up this morning. 

Mr. Chairman, therefore T ask unanimous consent to place in the 
record at this point a statement made by me on the floor of the House 
in connection with my bill. 

The Cuairman. Without objection, that statement will be included 
at this point in the record. 

(Statement referred to follows:) 


MorE WorLpD TRADE 
PROPOSAL FOR REALISTIC AND INCENTIVE READJUSTMENT ASSISTANCE 


Speech of Hon. Herman P. Eberharter, of Pennsylvania, in the House of 
Representatives, Wednesday, August 18, 1954 
Mr. EBERHARTER. Mr. Speaker, I wish to make some remarks on H. R. 9705, 


=. 


a bill that I have introduced and which is a companion bill to H. R. 9652, intro 
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duced by the gentleman from New Jersey [Mr. Williams]. This bill is designed 
to provide assistance to communities, business enterprises and individuals in 
order to facilitate adjustments made necessary by the trade policy of the United 
States. It is my view that these bills would constitute a new departure in our 
foreign-trade legislation that is vitally needed. They have been prepared with 
great care and only after considerable study. These bills have drawn on, 
among other sources, two sets of proposals that were submitted to the Randall 
Commission. The Committee for a National Trade Policy, Inc., a committee of 
American businessmen actively supporting President Eisenhower’s foreign-trade 
program, in its recommendations to the Randall Commission proposed that— 

“Assistance should be provided to enterprises, communities, and employees 
affected by reductions in import restrictions where it is needed to help them 
adjust to dislocations. Such assistance should be provided so far as possible 
through or in cooperation with local and State agencies.” 

Mr. David J. McDonald, of the CIO, who was a member of the Randall Com- 
mission, submitted to the commission a statement on adjustment in case of in- 
jury caused by increased imports which is included in the majority report of 
the Randall Commission to the President and the Congress. 

This bill represents a sufficiently new approach to the subject that I feel very 
strongly that the proposals contained in it deserve the careful study of the 
Congress and of interested individuals and groups throughout the United States. 
It.is with this purpose in mind that this bill was introduced in this session of 
Congress; a similar bill was introduced by Senator Kennedy, of Massachusetts, 
for the attention of the Members of the Senate. It is expected that these bills 
will be reintroduced in the next Congress. They will then incorporate those 
changes which have been suggested by people who have had an opportunity to 
study the bills and which the sponsors feel merit inclusion. It is hoped that 
this bill will receive full hearings by the Committee on Ways and Means. 

The principle which underlies H. R. 9703 is a very simple, yet profoundly im- 
portant one. The maintenance of our international trade at high and increas- 
ing levels is essential to the continuing prosperity of the United States and to 
the economic health and political solidarity of the free world. Growing inter- 
national trade will bring many benefits: A reduction in the dependence of our allies 
on our aid, an acceleration of the march to currency convertibility that will itself 
yield dividends in increased economic efficiency in Europe and elsewhere, and an 
increased capacity on the part of western Europe and Japan to resist the trade 
blandishments of the Soviet bloc. These are all necessary and desirable objec- 
tives. But I want to draw attention to one aspect of the gains from international 
trade that we too often lose sight of. That is, that the very essence of trade is to 
increase economic efficiency and national productivity by specializing in the 
production of those goods which one country can produce most efficiently and 
trading these goods off against the goods that other countries can produce most 
productively. One need only look at the record of the last 20 years to see what 
economic gains the United States and the rest of the world have enjoyed through 
the expansion of international trade. 

A second principle, which follows from the first, is that the economic advantages 
that flow from increased trade far exceed the disadvantages that may result from 
the displacement of domestic production as a result of import competition. This 
comes down to saying that if we do not artificially restrict trade, the advantages 
we could enjoy in increased production and employment are much greater than 
any possible disadvantages that may result from the dislocation of domestic 
production as a result of increased imports. Moreover, were we to reduce the 
barriers to expanding trade, the gains that would result would be more than 
ample to help adjust to whatever losses may result and still leave a handsome 
margin of net gain. The savings in Government expenditure and the increased 
revenues resulting from the favorable effects of higher levels of United States 
trade would, in all probability, by themselves be adequate to finance the adjust- 
ment of those hurt by the increased imports. 

If our national interest, to say nothing of all logi¢, points to the need for 
expanding international trade, why then is there as much resistance as there is 
to a liberalized foreign-trade policy? The answer is clear: Although the critics 
of a liberal-trade policy exaggerate the case excessively, certain domestic eco- 
nomic dislocations may result from increased imports. There is today no 
machinery which can be used to facilitate and accelerate the adjustment of those 
few that are adversely affected so that the many can enjoy the advantages of 
a more liberal trade policy. H. R. 9703 is designed to fill this most important 
gap in our foreign-trade legislation. It offers a program that is temporary in 
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eharacter and limited in cost and that, therefore, should commend itself to 
everyone. 

This is essentially a conservative and modest proposal. The cost of operating 
the program embodied in H. R. 9703 will be small. The reason for this is that 
the number of employees likely to be adversely affected by increased imports as 
a result of tariff reduction is itself small. There has been much ill-informed 
talk on that subject and considerable exaggeration of the figures. When I read 
the prophets of doom on this subject I am reminded of a remark made by G. K. 
Chesterton to the effect that— 

“Statistics are to the propagandist what a lamppost is to a drunk: more for 
support than for illumination.” 

A look at the facts can be illuminating. 

The staff of the Randall Commission prepared an analysis of the effect of 
foreign trade on employment that appeared in the staff papers published by 
the Commission. The staff found from data submitted by the Departments of 
Treasury, Agriculture, Commerce, and Labor that the number of people who 
earn their living through the production of goods for export was, in 1952, just 
over 3 million, and that the number of jobs dependent on the transportation, 
distribution, and first processing of imports equaled 1,250,000, so that the total 
number of jobs dependent on foreign trade was over 444 million, or 7 percent 
of total employment in that year. In contrast to this figure, it was found that 
the number of workers producing goods equivalent to the increase in imports 
which would take place in the events of a temporary suspension of all tariffs 
would lie between a minimum of 96,240 and a maximum of 202,650, or between 
one-tenth of 1 percent and one-third of 1 percent of total employment in that 
year. There are over 20 jobs that are dependent on foreign trade for every 1 
that depends on protection against imports, even if you take the maximum 
figure of 202,000 as the number of jobs dependent on import protection. 

But even this figure overstates the question of how many jobs are dependent 
on protection against imports. In an italicized passage of the Randall Commis- 
sion staff papers it is pointed out that these estimates “take no account of 
probable increase in United States consumption after tariff suspension, of new 
developments in United States products or production techniques, or of the 
eapacity of companies to shift to other lines of production. They also take 
no account of the rise in employment which would be required in handling 
increased exports which would result from larger imports.” 

Moreover, and this is important, these calculations refer to a complete removal 
of tariffs. The Randall Commission’s and President Eisenhower's original 
tariff program called for not a 100-percent reduction all at once but for a 15- 
percent reduction to be carried out over a period of 3 years. By simple arith- 
metic one can see that the maximum number of jobs adversely affected by this 
modest program would be no more than 30,000, or 10,000 a year for 3 years. 

On the basis of this expert evidence, developed through the combined resources 
of several agencies of the Government, the conclusion is clear that the problem 
of dislocation of production and employment as a result of lower tariffs is 
quantitatively not very great. 

Not only would the special assistance to facilitate adjustment provided for 
in this bill be cheap, but it would be of short duration. We have a dynamic and 
vital economy here in the United States. The American economy successfully 
meets every year a much larger problem that is involved in adjustment to 
increased imports. Because we have a dynamic and competitive economy, it 
is constantly adjusting to all kinds of changes: Changes in consumer tastes, 
changes in the location of population, the development of new technologies 
and materials, and so on. Every year our production must expand enough to 
provide employment for the equivalent of about 2 million workers. The maxi- 
mum number of increased workers that would have to be taken care of if 
the President’s original trade program were put into effect would add less than 
1 percent to that figure. 

I do not seek to minimize the importance to individual workers, plants, or 
communities of the loss of a job, a market, or a payroll. What I want to do is 
to put the problem into its proper perspective. Seen in this perspective, it is 
clear that the tasks of aiding and facilitating adjustment to increased imports 
is by no means a costly or difficult task. 

Mr. Speaker, tariffs are a concealed subsidy that cost the American consumer 
and the American exporter dearly, to say nothing of what the cost is in terms 
of the unity and strength of the free world. H. R. 9703 seeks to eliminate these 
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hidden and incalculable costs and to substitute for them a modest, direct, and 
visible program which will yield good dividends to every citizen of the United 
States. 

Mr. Exsernarrer. May I ask, Mr. Johnston, has my bill come to 
your attention ? 

Mr. Jounston. I am very sorry, Mr. Eberharter, to say that it has 
not. I would like you to send me a copy of it if you do not mind. 

Mr. Esernarter. I will send you a copy and also a copy of my 
remarks. 

The Crairman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Johnston, there is one part of your statement that 
I certainly agree with thoroughly. That is as to the amount of 
eloquence that we have listened to over a period of years on this. 

I want to say that I have voted for the reciprocal trade each time 
in spite of the arguments and the eloquence, and I say in spite because 
I believe that we have not been getting down to fundamental facts 
and I do not believe that the matter has been presented with the 
proper regard for the facts. 

Let me illustrate that by one reply you used in answer to the ques- 
tions of Mr. Baker, where you used the dollar gap at the big argu- 
ment. 

I will say in behalf of our negotiators at the GATT conferences 
that in November 1956 we suce cessfully brought about the setting up 
of conferences with these other nations who were using the dollar 
gap as an argument so that that argument would be gone into to see 
if that was a specious argument, because we felt that that was being 
used as a specious ar gument : and I say that the results of those con- 
ferences indicate that that is entirely true. 

In this instance I think that if that were used as an example in 
answer to Mr. Baker’s argument specifically on the British approach 
toward their refusal to permit our electrical manufacturers to bid in 
Britain, that it does not stand up any more than the answer you gave 
on bourbon whisky, because if the British will not drink bourbon 
whisky, why do the British impose almost complete restrictions on its 
being ‘imported if it is no problem. 

There are very obviously other reasons. I do not want to use just 
Britain as an example, but they happen to come to mind. 

A British member of the textile industry was one of the negotiators 
on the British GATT team, while we will not permit any of our 
industry to get even close to our negotiators, which is a double stand- 
ard if you please. 

I might iNustrate again. In discussions that our subcommittee had 
with British officials and members of their industry in the fall of 1956, 
in discussing our textile tariffs, they were suggesting that they were 
too high. The question I asked was, “If we lower them, do you think 
that the British would take over those markets or would the 
Japanese ¢” 

The answer was very re and I am happy to say that they 
realized that they would not gain by that. I asked them the other 
question, why did they not savin any Japanese imports to go to 
Britain, which is true. They donot. This thing is more complicated 
than has been presented to this committee and eloquence and argu- 
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ments are not going to solve it. That is why for years I have been 
trying to dig into the facts. 

This presentation of yours, much as I might agree with the funda- 
mental conclusion, is not in my judgment going to get this through 
this Congress unless we face up to the rea] issues that are involved 
in this thing. The United States is not the bad guy, the foreigners 
are not the good guys, and we should stop treating this matter like a 
cowboy movie. 

That formula is not going to work any more. I think that the 
sooner we face up to the realities and real problems involved in this 
trade program, the sooner we are going to come up with the correct 
solutions. 

Mr. Jounston. Mr. Curtis, I agree with much that you have said. 

I do not think anyone tries to portray the United States as the 
devils and the other people as the angels. 

Mr. Curtis. They surely do before this committee, and I have 
heard it for years. It is asteady theme. 

Mr. Jounston. Let me be the exception then, because I do not think 
it is true. 

Mr. Curtis. Good. 

Mr. Jounston. I think if I had any criticism of our foreign diplo- 
mats, it is that they are not interested enough in American business 
and not interested enough in what American businessmen think. 
They do not allow American businessmen to participate sufficiently in 
these international negotiations. 

As a businessman who has participated in some of them, I per- 
sonally believe that businessmen are far better able to do this type of 
negotiation because of their experience in trade and business than 
are most of our diplomats who are educated in quite a different field 
and have not had this experience. I quite agree with that. 

All I want to say to you, Mr. Curtis, is that in my humble opinion 
we are the leaders of the world in trade. We are the leaders of the 
world commercially. It seems to me that we ought to set an example 
and try to get others to follow it. 

Sometime ago, several years ago, the Congress passed an act au- 
thorizing the ‘administration to negotiate trade treaties with other 
countries for the elimination of tariff barriers and the removal of the 
restrictions by other countries. 

Now, there have been a few of those negotiated. There have not 
been anywhere near enough in my opinion. I think that we have 
been so interested perhaps in other things that we have not given this 
particular problem as much attention as it deserves. 

I think we ought to be far more vigorous. 

The International Development. Advisory Board of which I was 
chairman, created by an act of Congress to advise the President on 
some foreign aid problems, have repeatedly recommended that we do 
more in negotiating such treaties with other countries and that busi- 
ness men shouJd sit in on these negotiations. 

I think what some people have done abroad has been very helpful. 
Clarence Randall’s work in Turkey was an excellent example of what 
can be done. 

I do not disagree with you, but I do not want the United States to 
take the position of raising tariff walls or refusing to negotiate for 
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lower tariffs. What we need is freer exchange of goods and services 
between all countries, not more restricted trade, in my opinion, 

Mr. Curtis. I agree with the conclusion, but I happen to think that 
the way you get that done is not by dealing with fine generalities but 
getting to specifics and keeping attention on those things, and I think 
if we were doing that, we would be a lot further along the road. 

Incidentally, I might state that I hail with a great deal of gladness 
the switch of the chairmanship of the Trade Agreements Cabinet 
Committee from the State Department to Commerce, where it should 
have been all along. 

Now, whether or not that switch is actually going to produce a 
difference in emphasis, I do not know, but I think it can and I think 
that that will help us solve these problems a lot better, and incidentally 
make the case for this program of methods of negotiating further 
treaties easier to go through to Congress. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there further questions? 

Mr. Simpson will inquire. 

Mr. Srwpson. Mr. Johnston, I believe that I heard you say a bit 
ago that if an American industry is suffering as a result of the re- 
ciprocal trade program that its employees should find other employ- 
ment. 

Was that a correct statement? I cannot believe that you meant that. 

Mr. Jonnston. I said that where there was dislocation in an indus- 
try, we ought to try to help those people find other employment. 

Mr. Srmpson. Are you in favor of the escape clause? 

Mr. Jonnston. Yes. 

Mr. Stmpson. Do you mean that after the rights existing under 
the escape clause have been exhausted, if the industry is still suffering 
from serious unemployment, that the Government should help these 
individuals secure other employment ? 

Mr. Jounston. Yes, I think you can do that in many ways without 
necessarily taking the people out of the area. You can certainly try 
to place Government contracts in the area where there is unemploy- 
ment, perhaps give that area a preference. 

Mr. Stmpson. You would make it a Government responsibility ? 

Mr. Jonnston. No, obviously not. But I think the Government 
should try, as I said, to help. 

I think the responsibility is primarily up to private business. I 
believe in letting the responsibility rest upon the stockholders of pri- 
vate business in the main. 

Mr. Smorson. I can’t think that with respect to the textile industry 
that you mean what I understand you to have said that if in the final 
analysis, it is determined that there is vast unemployment in that area 
as a result of the failure to give the tariff protection, that you insist 
that there is no hope for those people to remain in the occupation in 
which they are now engaged and that which they have been trained 
in and want to remain in, but, rather, because the Government directs 
them they must move elsewhere or hope for business to come into their 
district to give them jobs. 

Do you mean that ? 

Mr. Jounston. Let me explain my point of view to you, Mr. 
Simpson. 
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Let us take the textile industry, if you wish. This is an industry 
which is vital for our own defense. It must be preserved. There is 
no question about that. 

Now, there are many things which contribute to the difficulty in 
the textile industry beside imports. One is our agricultural policy 
and, undoubtedly, something should be done in this area, too. 

I want to say this about my own business—I am in the electrical 
manufacturing business on the Pacific coast. Sometimes I find that 
products I have been making and selling are no longer worth while. 
I find that I cannot compete in making and selling those products 
against General Electric or the Westinghouse Co. “They are better 
able to handle these products, for a variety of reasons, than I am. 
But I could scarcely suggest that the Government should step in and 
say, “You can still make this muc ‘+h and General Electric and Westing- 
house cannot compete with you.’ 

Mr. Srmpson. May I interrupt for a moment ? 

Mr. Jounston. Yes. 

Mr. Srwrson. The man that you do not employ can go and work 
for General Electric? 

Mr. Jounston. But he would have to leave my town of Spokane 
and go someplace else. 

Mr. Srwpson. You are not displacing an American workman. 

With respect to textiles, if we assume that the displacement results 
from lack of tariff protection, we have an unemployed American 
and an employed citizen of another country. We have a man whom 
one way or another the economy must support who for the time 
being cannot contribute to the economy, and in the other country 
we have a man working who is helping that country. 

Mr. Jounston. Mr. Simpson, that occurs all the time in business. 

Mr. Srvrson. It leaves the question unanswered as to whether, 
in the final analysis in your opinion, if as a result of a too-low tariff 
rate—which I call poor Yankee trading if you please, there is un- 
employment resulting in a segment of our industry, whether we should 
give the industry more tariff protection or should we let that fellow 
go and not waste the time. 

Mr. Jonunston. Do you believe, Mr. Simpson, that you should pro- 
tect an industry which is inefficient ? 

Mr. Simpson. Certainly I believe we should protect the textile 
industry which is the example I am using. 

Mr. Jounston. I believe you should do so and I think the admin- 
istration has made considerable effort to do so, possibly not sufficient. 
But there are many factors, as I tried to say, beside the tariffs which 
hurt the American textile industry. I think these should be cor- 
rected, too. 

I do not believe you mean to tell me for a minute, Mr. Simpson, 
that you would protect inefficiency in an industry simply because 
it gave people employment and would thereby cause the American 
people to pay higher and higher prices for something because of 
the inefficiency of an American concern. 

Mr. Srurson. I might counter the answer by putting it this way: 
If you had a substantial amount of money to invest, I hazard the 
guess that you would not put it in the textile industry today to 
modernize it. 
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Mr. Jounsron. I would not put it in the railroad industry, either. 

Mr. Smarson. I am talking about the textile industry. If the 
modern machines are in the other nations, we cannot build up our 
efficiency unless we get capital investment, and we do not get capital 
investment without some certainty of market. 

Mr. Jounstron. Let’s take the textile industry because you have 
chosen that. 

I said consistently that I think the textile industry should be ade- 
quately protected. There are many things which hurt the textile 
industry, Mr. Simpson, beside the import of goods made by cheap 
labor. I think we ought to look into that. 

Mr. Stwpson. You could answer this question “Yes” and I would 
be content, but I do not know if you can. 

If the textile industry needs increased tariff protection to help 
it, would you give it that protection ? 

Mr. Jounston. Of course I would. I would say “Yes” if it is an 
industry which needs it. 

Mr. Srmpson. Very good. 

Now if, as a result of the reciprocal trade agreements and the failure 
of the administration to give relief under the escape clause, the indus- 
try still needs the help, you could not object to Congress fulfilling 
its duty and giving the industry protection. 

Mr. Jounston. I think that Congress is certainly entitled to do 
that, but I would refer to have it done administratively where they 
can go into all the facts. 

Mr. Stimpson. My assumption was that the administration does not 
do it under the escape clause or under the so-called voluntary agree- 
ments with the Japanese, or elsewhere. Believe me for the moment 
that it is done. 

With that assumption, would you agree that Congress should do it? 

Mr. Jounston. Would Congress take the necessary steps to see 
that the textile industry could buy cotton at the same price that a 
foreigner does? 

Mr. Srmpson. We are doing that in a left-handed way today. We 
are giving a subsidy to the American manufacturer and this is de- 
finitely done because he cannot buy the cotton on the world market 
at the price the foreigner can buy. We give the American manu- 
facturer some kind of a payment to make up for that, all of which is 
paid for by the American taxpayer. 

Mr. Jounston. I am not a textile man and not an expert in this 
field, Mr. Simpson, as you well know, but from the textile men to 
whom I have talked, I do not believe they consider that an adequate 
substitute. Nevertheless, I want to make it perfectly clear that I think 
an efficient textile industry should be preserved in America, period. 
There is no question about that. 

Mr. Stimpson. We got to the point where you want it protected and 
I am assuming that under the escape clause we do not get protection. 
Task you, should the Congress provide the protection ? 

Mr. Jounsron. I have said that I would prefer the administration 
to do it because I do not think Congress can write tariff legislation 
for every industry in America. If you do it for the textile industry, 
you would have to do it for my business, the electrical field, for many 
other businesses. 
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Mr. Stmpson. I know that that is your preference, but I say if the 
administration does not do it, eoald: Congress do it? Is there any 
alternative if it isan industry that should be protected ? 

Mr. Jounston. Do you not think that the administration, your 
own party, my party, would be willing to do that ? 

Mr. Srupson. Obviously I do not. 

Mr. Jounston. Obviously I think so. 

Mr. Srmpson. I will say this about your statement, sir: It is the 
one that. has come the nearest to what I think the basic issue in this 
whole thing is, and that is the economics of the problem. You have 
not hitched your paper to sputnik or to the preservation of world 
peace, or the keeping out of war, or any one of those half dozen crises 
that we had every time the bill came up in the past. There it was 
always something, but your paper is basically the economies of the 
matter. 

You employ 10,000 people in Boeing to export airplanes, and I say 
you have 10,000 people unemployed in the textile industry to pay 
for those airplanes, so I did enjoy your paper. 

Mr. Jonnston. Thank you, Mr. Simpson. 

The Cuarrman. Mr. Holmes will inquire. 

Mr. Hotmes. I would not want so distinguished a citizen from the 
State of Washington to come before the committee without welcom- 
ing him here. 

Mr. Jounston. Mr. Holmes is from the State of Washington, and 
we think a great deal of him in the State of Washington. I under- 
stand you are not going to run again, and I am disappointed because 
you have been, in my opinion, a great Representative of the State 
of Washington. 

Mr. Hotmes. Thank you, Mr. Johnston. It is kind of you but you 
know the decision and announcement were made some time ago. 

I was very much interested in your statement. Perhaps better 
methods could come about by changing of personnel in the negoti- 
ations of trade treaties, because I think that is one of the specifics 
that Mr. Curtis was raising. 

Mr. Jounsron. That is right. ) 

Mr. Hormes. I want to illustrate that point in an area in which 
you are so well acquainted, which is just exactly the reverse of what 
we have been hearing through this whole procedure of reciprocal 
trade. That is to help reestablish the tremendous exports of de- 
ciduous fruits that used to occur from our State and from other 
States on the Pacific coast. 

You can remember years back in the late thirties, 1938, 1939, through 
there, that it was not unusual under the old dollar value to have the 
Yakima Valley in the State of Washington export in one season 
$14 million worth of apples? 

Mr. Jounsron. That is right. 

Mr. Hotmes. It was not unusual at that time to have every third 
apple consumed on the island of England a Washington exported 
apple. It was not unusual at that time to have a tremendous export 
of Aniou pears to northwest Europe and so forth. 

The reason I bring that up, Mr. Johnston, is the fact that there is a 
great group of an important economic segment of the Northwest that 
are beginning to get uneasy about reciprocal trade, when heretofore 
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they have always been great supporters of it because it was one of the 
few places in America where you could walk into a town of 5,000 
people and see business in apples being done by cablegram from 
Stockholm or Oslo. 

They are beginning to think just along the line of the specifics, 
that we have been discussing and brought up by Mr. Curtis and em- 
phasized by me in previous interrogations, that the reason why they 
are not recovering that trade cannot be blamed exclusively on dollar 
exchange. It has been in the past, but they are aware of a greater 
dollar exchange in some areas that are resenting the import of those 
commodities. 

I specifically refer to West Germany. That, in turn, I think can 
be solved very objectively by the specifics of negotiations. 

Mr. Jounston. I quite agree with you. 

Mr. Hoimes. I am hoping that, in the new policy that is being ar- 
ranged under the administration of this reciprocal trade program, 
the specific negotiations can have a character of personnel that 
can present these problems objectively because, in closing, one of the 
main reasons reciprocal trade is getting into trouble, and seemingly 
its trouble is increasing, is that individual groups throughout various 
sectors of our economy are getting unhappy about those negotiations. 

I am not trying to deliver a speech, but if that could be driven home 
in relation to a principle that could be reduced to objective specifics, 
I think we could make great progress. 

Mr. Jounston. I think you are thoroughly right. 

If our negotiators—and I hope that there are some businessmen on 
the team—could sit down with some of these foreign countries and 
tell them how they are hurting their own welfare by their attitudes 
toward some of the exports into their countries, I believe they could 
be shown why they should change their position. 

I hope that our Government, irrespective of the political party that 
is in power, understands as well as the British or the Germans or the 
Japanese do the importance of international trade and the importance 
of the businessman in these negotiations. 

Mr. Hotmes. The reason I brought it up is that I know that you are 
so familiar with it through your years and years of residence in the 
State, coming from the city of Spokane, the capital of the inland 
empire. 

Mr. Jounston. We are hardly exporting any apples to Europe 
today. 

Mr. Ho.tmes. It is almost negligible. 

Mr. Jonnsron. It is frankly discouraging. 

Mr. Hotmes. While that can be specifically localized, which I do 
not like particularly to do in relation to an overall inclusive piece of 
legislation, it is an illustration of a thing that is working in reverse 
of what is being brought up all the time as the cther side of the 
problem. It isa complete reversal of the picture. 

Mr. Jounston. You are absolutely right. I could not agree with 
you more and with Mr. Curtis, too. 

The Cuarrman. Are there further questions ? 

Mr. Harrison will inquire. 

Mr. Harrison. Possibly they get too many Washington State apples 
in England and not enough Virginia apples. 
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Mr. Jonnston. I do not think they are getting any of either. 


Mr. Harrison. Maybe the Washington State apples wrecked the 
market. 


Mr. Jounston. I hope not. 
The Cuarrman. Mr. Johnston, we thank you, sir, for giving us your 
views and the views of the organization you represent. 


Mr. Barkin, please identify yourself by giving your name and ad- 
dress and the capacity in which you appear. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, NEW YORK, 
N. Y. 


Mr. Barkin. My name is Solomon Barkin. I am director of re- 
search for the Textile Workers Union of America. New York City 
is our headquarters. 


May I ask that the statement be put in the record so that I may 
orally summarize it ? 


The Cuatrman. Without objection, it isso ordered. 
(Statement referred to follows :) 


TESTIMONY OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, TEXTILE WORKERS 
UNION oF AMERICA, AFL-CIO, NEw York, N. Y., ON THE RENEWAL OF THE 
TRADE AGREEMENT ACT BEFORE THE COMMITTEE ON WAYS AND MEANS OF THE 
HOUSE OF REPRESENTATIVES, FEBRUARY 28, 1958 


The Textile Workers Union of America appears before you to urge that no 
further tariff concessions applying to textiles be granted to foreign countries. 
Indeed we urge that more effective protective measures be considered for some 
branches such as soft fibers and carpets where present rates are insufficient to 
maintain the current productive capacity of the industry. The American tex- 
tile industry is already beset by so many difficulties that any further relaxation 
of rates permitting a further inflow of imports would be so injurious as to 
constitute a positive social and economic disaster of considerable proportions. 


TWUA PROGRAM 


We urge the Congress of the United States to consider the program herewith 
in connection with its consideration of the renewal of the Reciprocal Trade 
Agreements Act and the problems of international trade. 


1. Restore full employment 


We believe that the current discussion of this program has overlooked a 
singular important fact. Neither foreign aid nor reciprocal trade agreements 
will maintain high levels of international trade if our economy is not operating 
at a full employment level. The continuing decline in our economy and/or 
the persistence of less than full employment will do more injury to foreign econ- 
omies than any restrictive trade program could possibly have. Instead, there- 
fore, of voicing generous sentiments for foreign trade and concern for inter- 
national good will and compassion for other peoples, the administration should 
address itself directly and immediately to the domestic problem. By helping to 
restore our domestic economic activity to maximum levels this country will 
do more to bring about a high volume of international trade than by any other 
combination of acts. 


2. Review our trade policy to provide for the protection of a “safeguarded level 
of domestic production” 

The liberal trade groups have begrudingly yielded to the techniques of peril 
points, escape clauses, voluntary agreements, and other devices. They have 
held zealously to the theory underlying their views of the reciprocal trade 
agreements policy. We belive that it is time that a formal definition of these 
views be written into the act. We proposed that the Congress define in the 
act that for specific carefully described essential and basic industries that the 
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average levels of production in the years 1954-57 be protected through tariff 
quotas which will be operated either through direct negotiations of new agree- 
ments or the application of the escape clauses. Tariff rates for imports in 
excess of this level of domestic consumption may be reduced through a system 
of tariff quotas. Duties on new commodities may be nominal or should be 
entirely eliminated. 


8. Assistance to workers and business enterprises 


The Congress should also provide benefits and assistance, as outlined in cur- 
rent bills, to those persons and business enterprises who can establish direct or 
indirect injury from a rise in the volume of imports irrespective of whether 
any change has been negotiated in the rates or whether any action has been 
started for relief under the escape clause or any denial of such relief has been 
made by the President of the United States. 


4. Enact the development bill 


The Congress of the United States shall immediately enact a substantial pro- 
gram for area development such as has been outlined in the Douglas-Spence 
bills designed to enable distressed areas to expand and reinvigorate their local 
economies. 


I. Restore domestic full employment 


The shattering effects of the growing volume of domestic unemployment and 
the decline of our own economic activity upon foreign economies has not yet been 
fully recorded. Figures on imports have not reflected this fact. Ironically- this 
is because of the high volume of foreign automobiles being imported into this 
country at a time when the United States automobile industry is operating part 
time and cars made in this country are heaped one on another in the dealers’ 
lots. But the effects have begun to be evident in other fields. The drop in the 
United States demand for ferrous and nonferrous metals has precipitated a drop 
in the prices for these commodities which is unbalancing the budgets of many 
nations and causing widespread unemployment and distress in those areas. 
In two nations already the drop has caused political unrest and in a third, in 
Africa there is great fear that the economic recession will disturb the program 
for peaceful transition of a protectorate to a self-governing dominion. Unless 
the American domestic economy is vigorously stimulated so that we are able to 
resume larger purchases foreign of raw iuaterials, we can anticipate further 
political and economic setbacks in our relations with other free nations. 

Already we are receiving reports of unemployment growing in the United 
Kingdom and Holland. France indicates that its rate of growth is slowing up. 
“Economic stagnation” is the description attached to the current episode in the 
European picture. Actually the Europeans feel that this letdown in their 
economies may be the precursor of a full-scale recession or even an old-fashioned 
depression. 

No degree of relaxation of tariff rates and only extraordinary generous for- 
eign aid can offset the impending loss in trade resulting from the recession 
which we are now experiencing in the United States. If the present administra- 
tion gives importance to liberal foreign trade because it recognizes it as essential 
to the maintenance of a “free world * * * and the foundation of peace,” to 
use the words of Commerce Secretary Sinclair Weeks, we urge the President and 
his Cabinet to immediately focus on the problem of restoring domestic full 
employment. This is the cheapest and most logical manner to help foreign 
countries in their efforts to grow. We must consider the promise of further 
relaxation of the Trade Agreements Act as minor in importance in comparison 
to an all-out program for stimulating the present economy. 

The expert witnesses before the Boggs subcommittee reiterated this thesis 
time and time again. Experts who disagreed on many phases of this complex 
problem all agreed that the level of activity of the domestic economy was the 
most vital determinant of the level of international trade. Therefore, it is 
essential to tackle the problem here at home before considering the problems of 
foreign relations. No amount of good will will restore our prestige with these 
countries if our economy falters, unemployment spreads, and we operate at less 
than full capacity. 


II. The American tectile industry should be safeguarded 


We believe further that the current level of American production in the textile 
and other industries should be safeguarded. The textile industry’s physical 
capacity has been shrinking steadily during the postwar years. 
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Several sectors of the industry have already been adversely affected by im- 
ports. These include cottons, woolens and worsteds, soft fibers, and carpets. 

The American textile industry is a vital part of the American economy and 
should not be further injured nor should its contraction be accelerated by a 
flow of imports. 

Our domestic textile industry is the most advanced, efficient, and progressive 
in the world and is a world pace setter. Therefore, it should not be destroyed 
as a further reduction of import duties would in time tend to do. 

Finally, the industry is primaily located in areas of this country, particularly 
in the South, where other industries are concurrently contracting and where new 
employments are not available in a volume sufficient to provide jobs for the 
displaced, not to speak of providing jobs for the new additions to the labor 
force. 

Any further contraction would, therefore, create even greater distress in the 
localities in which these mills are now located. 


SAFEGUARDED PRODUCTION LEVEL POLICY 


We urge that the Congress of the United States consider a completely new 
approach to the regulation of tariff duties which would effectively protect 
the current level of output of existing industries and open up the American 
market to the free competition between American and foreign producers on the 
growing volume of new products which can appropriately adjust to the com- 
petitive pressures of foreign countries or on the expanding volume of currently 
produced items where domestic demand continues to exceed current production 
levels. 

Both of these producers may be fairly expected to shoulder the burden of 
foreign competition for they will be forewarned that the American economy 
will be expecting them to adjust to these competitive forces. 

The Textile Workers Union of America, AFL-CIO, hereby recommend that 
lower tariff rates should, in the future, apply to imported goods only when 
the domestic producers have been assured of an outlet or market in the United 
States for their “safeguarded level of domestic production” for given products, 
which, for present purposes, should be defined as the average production in 
the years 1954-57. A possible safeguard of public interest might be added by 
providing for the cuts on items where the domestic supplies of goods and 
materials are declining or where they could be expanded only at an extraor- 
dinary increase in the cost of production, as would happen in the case of ex- 
hausted raw materials, such as iron ore and paper. 

In effect we would in the future be negotiating tariff quotas for products 
being produced in the United States. The lower duties would be applicable 
only to the volume of imports which will satisfy American consumption exceed- 
ing the safeguarded level of production. 

A further qualification which we would concede as essential is that the 
above safeguarded level of production be limited to industries declared basic 
and essential and characterized by a series of criteria such as the following: 

1. Industries producing goods or employing persons with skills required 
for national defense or for maintaining the balance and dynamism of the 
American economy. 

2. Industries which are measurably more efficient and productive than 
foreign competitors and are undersold in the United States primarily 
because of wage differentials and which provide technological and man- 
agerial leadership and designer leadership to their competitors in other 
countries. 

3. Industries which for any reason domestic or foreign are undergoing 
serious upheavals resulting in plant closings, geographical migration, large- 
scale employee displacement, marked increases in machine efficiency and 
industries in which large-scale investments are currently being made for 
modernization. 

4. Industries located in economically distressed or contracting areas and 
in single-industry communities. 

5. Industries in which producing units and capital resources are small 
and the work force is of advanced age. 

6. Industries which are declining not only in the United States but also 
in the countries which have traditionally exported these products. 

We might provide that an agency of absolutely topflight competence and 
ability be created to coordinate fact and judgment in this field. The Office 
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of Defense Mobilization should be entrusted with the definition of the industries 
falling into the prescribed categories. 

The application of the above formula would focus the impact of the imports 
to the United States upon the newer and expanding industries rather than upon 
the older ones already faced with their own internal difficulties. Such free com- 
petition between the foreign and domestic producers of newer products or those 
with vast growth experiences would tend to insure real reductions in costs and 
induce foreign countries to invest in the newer industries where the opportunities 
for sound economic expansion really lie, rather than in the older traditional 
industries which will, in the long run not be rewarding even to the foreign 
producer. 

This selective principle for the reduction of tariff rates would remove the fear 
of injury among the American producers and diminish the resistance to the 
lowering of rates in other areas and would open up untold opportunities for the 
expansion of trade among countries. 

We see no reason, unless there be considerations of national interest, why 
anything but nominal or even no tariff duties be levied on the imports of these 
newer products. 

The application of this principle would at some future date leave a vast area of 
American consumption on the free list or with nominal tariff duties. 

Such a program would constructively weld the free nations together, for it 
would minimize adjustment problems and would invite the various countries to 
exchange liberally and to seek the best markets for the hundreds and thousands 
of new products which are likely to arise in the future. It would represent a real 
dedication to the principle of liberal trade. At the same time this would mini- 
mize the threat to those current industries which were developed and protected 
from foreign competition but which would be injured and seriously disturbed by 
foreign imports. The young, vigorous, and new producers, rather than the estab- 
lished industries, would carry the brunt of the adjustment. 


ESCAPE-CLAUSE ACTION 


Not only will this program define the policy for future tariff agreements, but 
it can prescribe a more precise formula for the application of the escape clause. 
We believe that the incorporation of the above principle in our administration 
of the escape clause would do much to simplify the determination as to when a 
particular industry is entitled to protection. 

By providing guides for the Tariff Commission’s findings of injury, we would 
add weight to the conclusions and recommendations, and could instruct the Presi- 
dent to consider them in his own determination. 

We do not believe that we should deprive the President of his power to make 
the final decision, for there may be national considerations in the evaluation of 
particular commodities and situations which may transcend the local interests of 
groups. But we must insist that the President definitely evaluate the criteria 
controlling the Tariff Commission’s review of specific applications for relief and 
override them only in cases of overpowering national interest. 

We propose, therefore, that any domestic industry as qualified previously in 
which imports threaten or have threatened to curtail domestic output below the 
“safeguard production level’ shall be entitled to relief by the application of 
a duty which would assure domestic producers that sector of the American 
market. Here, too, exceptions might be made in the case of items where the 
decline is due to the exhaustion of raw materials or where monopolistic restric- 
tions on domestic production result in unduly high prices. Such prices might be 
defined as prices which are rising at a relatively higher rate than the general level 
of prices. 

A further safeguard might be added to protect the foreign trader by providing 
that in invoking the principles of the tariff quotas, that imports shall not be cut 
back below the level already attained prior to the application of the higher 
rates under the escape-clause action. 

One of the questions which would be raised in the administration of the above 
escape-clause provision is how high rates may be set to protect the “safe- 
guarded production level.” It is my inclination to believe that there should be 
no ceiling on these rates since the purpose of the present action is to truly 
“safeguard” a production level. But I am quite ready to agree that the 1934 
rates shall constitute a ceiling since most industries have adapted themselves to 
this possible condition. 
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The manner in which such a tariff quota may be operated would be as follows. 
If in industry A, the American production in the base year was 100 units and 
American consumption was 200 units, it would be assumed for the first year 
that all imports in excess of the 100 units would have the higher duty imposed. 
If, during the following year, American production actually rose to 110 units 
and imports drop to 90 units, the higher duty would be applied the following year 
after the 110 units were imported. If in the third year American production 
increased to 120 units, the higher duties would be applied after imports of 130 
units. On the other hand, if American production dropped to 90 units the 
second year and imports rose to 110 units, the higher duties would be applied 
to imports in excess of 90 units. If American production during the third 
year dropped to 80 units, and imports rose to 120 units, the higher duties would 
apply after the 80 units were imported. The “safeguarded production level” 
would be maintained as a moving average level for the life of the act. 


INDUSTRY TO BE DEFINED IN TERMS OF CONVERTIBILITY OF LABOR AND CAPITAL 


One important question arising in the administration of such a provision is 
the determination of the scope of the industry. Obviously an excessively nar- 
row definition which identifies an industry with a specifically limited product 
is so restrictive as to be unrealistic. The Tariff Commission has been wrestling 
with this problem and has in fact defined the products more broadly than the 
proponents of the amendments had intended. It is necessary, therefore, to 
clarify this point. 

Actually we are all concerned with a definition of an industry which truly 
constitutes a separable unit, so that if it loses markets for any of its com- 
ponents’ products, there will be an insufficiency of alternatives for shifting or 
conversion of capital or labor with the result that serious injury of the nature 
defined above will occur. 

The American textile industry has recognized this principle in the broad 
fabric classifications used in the voluntary agreements with Japan. The quota 
arrangements have been set up for broad groupings similar in character to that 
adopted by the United States census of manufactures which are the result of 
years of close study and consultation with producers, sellers, buyers, and workers. 

The purpose of the definition is to ascertain an area where ready transferability 
occurs for capital and labor. The more specialized the labor and capital is, 
the narrower must be the industrial definition. The aim is to measure the im- 
pact of imports and injury these inflict. If the imports are beginning to exceed 
the safeguarded level and for an industry there should be the type of protection 
which we have outlined. 

We urge that the above program would not only facilitate the administration 
of the escape clause but also give meaning to the concept of the peril points. 
The American industry as well as foreign traders will be more certain of the 
nature of American foreign policy. There would be greater harmony between 
the recommendations of the Tariff Commission and the President’s review. The 
essential purpose of the above provision is to assure the established production 
level a chance of maintaining its hold of the domestic market and is not abusing 
this position through monopolistic price policies. On the other hand foreign 
producers will be able to share more freely in the competition for the area of 
growth in American consumption on existing products and in the markets for 
the sale of new products. 


II. Trade adjustment proposal must be radically revamped to be useful 


One proposal that has been offered to placate if not shield Members of Congress 
desiring to support the extension of the act from their constituents affected by 
imports is the trade adjustment bill, represented by ideas contained in H. R. 
1105 and 9505. Insofar as our experience and knowledge allows us to evaluate 
this proposal, we do not believe that it is a solution to our problem or a valid 
alternative for an adjustment program. We propose several basic changes. 


BILL IS OPEN INVITATION TO NULLIFY ESCAPE CLAUSE 


Fundamentally, these bills start with the assumption that the President 
may consider the adjustment provisions as a substitute for protection. He can 
concur in the elimination of an American industry in the conviction that the 
Adjustment Act will provide transitional aid to the workers, busnesses, and 
community. As a substitute for action under the escape clause in the form of 
rate adjustments or quotas (as may be recommended by the Tariff Commis- 
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sion), he may invoke the Trade Adjustment Act. In light of the fact that the 
President has frequently rejected Tariff Commission recommendations to raise 
rates or impose quotas, it may be surmised that the existence of this new 
alternative would make him even more hesitant to invoke the protective meas- 
ures. The adoption of this provision, as presently developed, could only be 
an open invitation to the wholesale elimination of industries found by the Tariff 
Commission to be injured by imports. 

If there is to be an adjustment program of any kind, and we favor one, we 
believe that it should operate broadly and independently of the exercise of dis- 
cretion by the President in the case of applications for protective measures 
under the escape clause. It should apply to any worker, establishment, or com- 
munity, injured directly or indirectly by imports, irrespective of whether the 
particular industry does claim or establishes a claim of injury from imports 
before the Federal Tariff Commission for the purpose of requesting relief by 
means of rates or quotas. 


IMPORT INJURY INFLICTED BROADLY AND NOT RESTRICTED TO DIRECT PRODUCERS OF 
COMPETITIVE PRODUCTS 


A major misconception underlying the bills is the belief that injury from 
imports is generally inflicted upon domestic producers of a product only in 
direct competition with imports. Actually, all products result from the conver- 
sion of many raw materials, services, and human labor into a single end re- 
sult. The suppliers of the raw materials and services to a manufacturer are as 
much involved in the competitive processes with imports as are the producers 
of the end product. The people supply the clay, coal, wood, chemicals, and 
other products used in the manufacture of pottery have as much interest in 
that end product as do the producers of the pottery itself. The same is true 
of other items. The shrinkage of the American pottery industry can only 
mean a loss of markets for all its components. In some instances, where the pot- 
tery industry may be the sole market for the supplier, the injury is as sweep- 
ing as it is for the manufacturer himself. Yet, the trade adjustment bill 
does not conceive of these ramifications. It is blind to the realities of industry. 

Those offering the trade adjustment bill also overlook the complex nature of 
the effect of imports. It is frequently true that competitive imports impact on 
a defined range of products within a series of relatively competitive items. The 
effect of the imports will be felt directly in a restricted area. Actually the 
repercussions will be more extensive. The domestic producers’ loss of the 
market gained by the imports will shrink the total market for all producers 
of like products. Many of those directly affected by imports will begin to in- 
vade sectors in which they had not previously participated actively. As a result 
of the intensified competition, one or more firms are likely to be forced out. But 
it is not unusual for the marginal firm to be one which had not previously 
engaged in the manufacture of goods directly competitive with imports. Under 
the concepts underlying the present trade adjustment bill, there is no possible 
protetction available for this firm. 

The present drafts tend to limit the relief to firms covered by the President’s 
reference to the Board. The Board determines the eligibility and the bill sets 
specific limitations, such as “* * * the article (shall be) identical to or directly 
competitive with an article with reference to which this act shall have been 
invoked.” Obviously, this provsion severely constricts the types of enterprise in 
face of the obvious realities of the extensive, proliferating ways in which 
foreign imports may affect an economy. 

The definition as to the types of “unemployed individuals” who may be eli- 
gible is even more limiting, since they must have been employed in an eligible 
enterprise. This would exclude all those affected by the imports where the 
effect occurred through the dissemination of the impact throughout the market 
and upon the suppliers of materials and services. 

Finally, for a community to be eligible, there must be a “substantial number 
of residents” who belong in the above category. As a result, the relief would, 
at best, be restricted to one-industry towns in which plant closings occur at one 
time, a rare occurrence. 


TRADE ADJUSTMENT ASSISTANCE SHOULD BE BROAD AND GENEROUS 


If the proponents of a trade adjustment act seek support among those truly 
interested in effective measures rather than diversionary, illusionary promises 
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of help to a few, they have to draft a proposal which will follow these 
principles : 

(a) Make the benefits and assistance available to those who can establish 
injury from imports irrespective of whether any action is taken for relief under 
the escape clause or relief denied by the President. 

(b) Define as eligible all those directly or indirectly affected by the rise 
in the volume of imports, irrespective of whether any change of rates has been 
negotiated. 

(c) Endorse the program for area redevelopment as now contained in the 
Douglas-Spence bill, which truly builds on sound principles for helping distressed 
areas to expand and reinvigorate their own economies. 

Mr. Barkin. May I say that I hope that my testimony will aid 
Mr. Curtis in his search for a practical reconciliation of many of the 
controversial issues which have arisen. The gist of my testimony 
is to present an idea which we discussed in the hearings conducted 
by your subcommittee in December, and I have subsequently attempted 
to spell out these ideas in a more concrete manner. 

I think that, as the members of your committee indicated in your 
cross-examination of Mr. Johnston, that we have long passed the 
point of controversy on theory and an exchange of gener: alities. Both 
sides know each other’s speeches rather well. Our problem is to find 
an operating approach which will achieve both purposes at the same 
time. 

We have been muddling through this problem for many years at- 
tempting in practice to be more pr ractical than actually our theoretical 
formulations would have ordinarily led us to believe we would be. 

The administration in negotiations has been much more conserva- 
tive than its speeches have previously indicated, and I mean all ad- 
ministrations, Democratic and Republican. It has been more re- 
strained than the generous gestures of oratory which preceded the in- 
troduction of bills. It has been more conservative in its speeches 
when the current President and his predecessors have reassured in- 
dustry that they would not be hurt, even though in the administra- 
tion of the law they have been less conservative than the speeches de- 
livered by the President during the course of the year. 

So we have had this kind of confusion, generous speeches in the 
beginning, conservative application ; conservative speeches during the 
administration but not as conservative administration. 

May I, therefore, suggest that we must find a formula in a new way 
possibly ‘which would lay out for us a practical application of this 
kind of cautious procedure which we have in fact followed. 

I have in my paper on page 2 attempted to summarize in one para- 
graph what this suggestion is. 

May I say that in developing it I have had the assistance of other 
persons who are professionally devoted to the study of this problem 
and men on both sides of the fence, men who have appeared before 
your committee and been labeled always as free traders, and men who 
have been called protectionists. 

I have attempted to weld these two together, particularly in the 
light of my own experience, because I represent the interests of peo- 
ple in the textile industry. 

As Mr. Simpson indicated, I know what it is to have people dis- 
placed for reasons other than imports, but who fear imports on ause 
they only aggravate the conditions of an industry already beset by 
other trouble. 
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It is wrong for the men representing the extreme liberal trade posi- 
tions to come before you and say the troubles of the textile industry 
are other than tariff. Of course, the difficulties are other than tariff, 
but I disagree with Mr. Johnston when he said, in making his com- 

arison to the electrical industry, “Well, we have competition in the 
Tinted States and why should competition from abroad be different ?” 
It is different. It is an external fact. It is an external condition 
over which we have substantive control and, consequently, the atti- 
tude of people is different. 

My suggestion is basically built on this idea. 

The liberal trade groups over the years have been grudgingly 
yielded to the techniques of peril points, escape clauses, voluntary 
agreements, and other devices. 

As Mr. Johnston says, he likes voluntary agreements, but he does 
not like the principles represented in the voluntary agreements in an 
act. I think that is double talking. That is begrudging concession 
to the realities, which I think is not befitting a thorough consideration 
of a serious problem. 

They have held zealously to the theory underlying their views on 
the reciprocal trade agreements policy. We believe that it is time that 
a formal definition of these views be written into the act. We pro- 
posed that the Congress define in the act that for specific carefully 
described essential and basic industries, and I have the criteria for 
your consideration, that the average levels of production in the years 
1954-57 be protected through tariff quotas which will be operated 
either through direct negotiations if we are negotiating in the future 
or the application of the escape clauses. 

Tariff rates for imports in excess of this level of domestic consump- 
tion may be reduced to the system of tariff quotas; duties on new 
commodities may be nominal or be entirely eliminated. 

This is the essence of the idea. 

May I spell it out in detail ? 

I am turning now to page 5. 

We urge that the Congress of the United States consider a com- 
pletely new approach to the regulation of tariff duties which would 
effectively protect the current level of output of existing industries 
and open up the American market to the free competition between 
American and foreign producers on the growing volume of new prod- 
ucts which can appropriately adjust to the competitive pressures of 
foreign countries or on the expanding volume of currently produced 
— where domestic demand continues to exceed current production 
evels. 

In other words, the concept is that your current production capacity 
is measured by output—1954-57 as an illustration is something that 
we have invested in—we have to use the ugly word—we have vested 
interests in, and we shall maintain either because people made the 
wrong decisions or because public policy led them to make their own 
decisions during the past. 

In any event, this is our industrial fabric. Both of those producers, 
those producing in excess of our current production level and those 
producing new products, may be fairly expected to show the burden 
of foreign competition for they will be forewarned that the American 
economy will be expecting them to adjust to these competitive forces. 
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The Textile Workers Union of America, AFL-CIO, hereby recom- 
mends that lower tariff rates should, in the future, apply to imported 
goods only when the domestic producers have been assured of an 
outlet or market in the United States for their safeguarded level of 
domestic production for given products, which, for present purposes, 
should be defined as the average production in the years 1954-57. 

A possible safeguard of public interest might be added by provid- 
ing for the cuts on items where the domestic supplies of goods and 
materials are declining or where they could be expanded only at an 
extraordinary increase in the cost of production, as would happen in 
the case of exhausted raw materials, such as iron ore and paper. 

In effect, we would in the future be negotiating tariff quotas for 
products being produced in the United States. The lower duties 
would be applicable only to the volume of imports which will satisfy 
American consumption exceeding the safeguarded level of production. 

A further tialieation which we would concede as essential is that 
the above safeguarded level of production not be universal. 

There might be a lot of objection that it is not necessary to be uni- 

versal, but be limited to industries declared basic and essential and 
characterized by a series of criteria such as the following. 
I might say I developed these in the course of a lengthy discussion 
when I was a member of the policy committee on international trade 
on the Twentieth Century Fund study on American imports, so that 
I had the benefit of a discussion with a great many people who are 
free traders and who sponsored the statement which was essentially 
free trade in nature for the Twentieth Century Fund where I ob- 
viously had to take exception to the policy conclusion. 

These are the characteristics of industries which I suggest for your 
consideration : 

1. Industries producing goods or employing persons with skills 
required for national defense or for maintaining the balance and 
dynamism of the American economy. 

2. Industries which are measurably more efficient and productive 
than foreign competitors and are undersold in the United States pri- 
marily because of wage differentials, and which provide technological 
and managerial leadership and designer leadership to their competitors 
in other countries. 

I may indicate that these are definitions intended to encompass a wide 
variety of industry rather than restrict. 

3. Industries which for any reason, domestic or foreign, are under- 
going serious upheavals resulting in plant closings, geographical mi- 
gration, large-scale employee displacement, marked increases in 
machine efficiency ; and industries in which large-scale investments are 
currently being made for modernization. 

Incidentally, Mr. Simpson, I am very happy that Mr. Johnston was 
a bit hesitant in labeling the textile industry as inefficient, as some 
less versed with these problems would have tended to do, because that 
is one thing the textile industry cannot be charged with, is inefficiency. 
It is beset by other inadequacies, but not inefficiency. It is lack of 
modernization. 

4. Industries located in economically distressed or contracting areas 
and in single-industry communities. 
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5. Industries in which producing units and capital resources are 
small and the work force is of advanced age. 

6. Industries which are declining not only in the United States, but 
also in the countries which have traditionally exported these products. 

For example, we have presented to your committee time and time 
again the obvious fact that the textile industry of every country in the 
world, with the possible exception of completely new countries like 
Indonesia, which have never had a textile industry, the textile indus- 
tries of all those countries are contracted. They are contracted in 
England and Japan. Italy is just now on the peak, and we will see 
its contraction in the near future. 

We might provide that an agency of absolutely top-flight competence 
and ability be cretated to coordinate fact and judgment in this field. 
The Office of Defense Mobilization should be entrusted with the defi- 
nition of the industries falling into the prescribed categories. 

I am suggesting the Office of Defense Mobilization because it is 
charged with similar duties and should be entrusted with the definition 
of the industries falling into the prescribed categories. I would not 
take this to the President. I would have the agency make the finding 
of fact. 

The application of the above formula would focus the impact of the 
imports to the United States upon the newer and expanding industries 
rather than upon the older ones already faced with their own internal 
difficulties. Such free competition between the foreign and domestic 
producers of newer products or those with vast growth experiences 
would tend to insure real reductions in costs and induce foreign coun- 
tries—may I underscore this because many of the liberal people over- 
look this fact—it would induce foreign countries to invest in the 
newer industries where the opportunities for sound economic expan- 
sion really lie, rather than in the older traditional industries which 
will, in the long run, not be rewarding even to the foreign producer. 

There is no sense in taking India at the present time, which is yearn- 
ing to get into the market on cotton textiles. There is no sense for 
the Indian economy to invest money in the textile industry, looking 
forward to expansion of exports from that country in the field of 
textiles, because it is a dead end and anything we can do to encourage 
that country, entice that country to believe that it can find a market 
in our country or even Japan find a market for its excess here, or would 
encourage them to expand on the possibility of finding a market here, 
is to their own long-term disadvantage. 

Not only will this program define the policy for future tariff agree- 
ments, but it can prescribe a more precise formula for the application 
of the escape clause. 

We believe that the incorporation of the above principle in our 
administration of the escape clause would do much to simplify the 
determination as to when a particular industry is entitled to protection. 

By providing guides for the Tariff Commission’s findings of injury, 
we would add weight to the conclusions and recommendations, and 
could instruct the President to consider them in his own determination. 

We do not believe that we should deprive the President of his power 
to make the final decision, for there may be national considerations in 
the evaluation of particular commodities and situations which may 
transcend the local interests of groups. 
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In my previous testimony, I indicated the silk scarf industry was 
destroyed in the United States, and this affected many employees, but 
it really was not of such transcending importance to national interest 
to maintain it that I would want to have the Tariff Commission’s 
finding stand in that case. 

We must insist that the President definitely evaluate the criteria 
controlling the Tariff Commission’s review of specific applications for 
relief and override them only in cases of overpowering national 
interest. 

We propose, therefore, that any domestic industry as qualified pre- 
viously, in which imports threaten or have threatened to curtail 
domestic output below the safeguarded production level, shall be 
entitled to relief by the application of a duty which would assure 
domestic producers that sector of the American market. 

Here, too, exceptions might be made in the case of items where the 
decline is due to the exhaustion of raw materials or where monopolistic 
restrictions on domestic production result in unduly high prices. Such 
prices might be defined as prices which are rising at a relatively higher 
rate than the general level or prices. 

A further safeguard might be added to protect the foreign trader by 
providing that in invoking the principles of the tariff quotas, that 
imports shall not be cut back below the level already attained prior 
to the application of the higher rates under the escape-clause action. 

One of the questions which would be raised in the administration 
of the above escape-clause provision is how high the rates may be set 
to protect the safeguarded production level. 

It is my inclination to believe that there should be no ceiling on 
these rates since the purpose of the present action is to truly safe- 
guard a production level. But I am quite ready to agree that the 
1934 rates shall constitute a ceiling since most industries have adapted 
themselves to this possible condition. 

The manner in which such a tariff quota may be operated would be 
as follows. I am simply illustrating the principle. If in industry 
A, the American production in the base year was 100 units and Ameri- 
can consumption was 200 units, it would be assumed for the first year 
that all imports in excess of the 100 units would have the higher duty 
imposed. 

If, during the following year, American production actually rose to 
110 units and imports dropped to 90 units, the higher duty would be 
applied the following year after the 110 units were imported. 

If, in the third year, American production increased to 120 units, 
the higher duties would be applied after imports of 130 units. On the 
other hand, if American production dropped to 90 units the second 
year and imports rose to 110 units, the higher duties would be applied 
to imports in excess of 90 units. 

If American production during the third year dropped to 80 units, 
and imports rose to 120 units, the higher duties would apply after the 
80 units were imported. The safeguarded production level would be 
maintained as a moving average level for the life of the act. 

One important question arising in the administration of such a 
provision is the determination of the scope of the industry or product 
which has beset you year in and year out, as well as the Tariff Com- 
mission. 
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Obviously, an excessively narrow definition which identifies an 
industry with a specific ally limited product is so restrictive as to be 
unrealistic. The Tariff Commission has been wrestling with this 
problem and has in fact defined the products more broadly than the 
proponents of the amendments had intended. It is necessary there- 
fore to clarify this point. 

General practice is more practical than the extreme demands of both 
sides. 

Actually, we are all concerned with a definition of an industry 
which truly constitutes a separable unit, so that if it looses markets 
for any of its component products, there will be an insufficiency of 
alternatives for shifting or conversion of capital or labor, with the 
result that serious injury of the nature defined above will occur. 

The American textile industry has recognized this principle in the 
broad fabric classifications used in the voluntary agreements with 
Japan. The quota arrangements have been set up for broad group- 
ings, not specific construction, similar in character to that adopted by 
the United States census of manufactures, which are the result of 
years maintaining its hold of the domestic market and is not abusing 
this position through monopolistic price policies. 

On the other hand, foreign producers will be able to share more 
freely in the competition for the area of growth in American con- 
sumption on existing products and in the markets for the sale of new 
products. If this principle had been invoked 10 or 15 years ago, we 
would have had an ever-increasing area of limited or nominal rates. 

May I then turn to a problem to w which Mr. Eberharter has addressed 
himself in his bill, because I hope I can be helpful both to him and 
to the advocates of the trade-adjustment proposal. I think the bills 
as they are presently drafted have a purpose in mind, but they really 
do not fulfill that end and, consequently, I am addressing myself to 
the technical deficiencies of the present bill and making suggestions 
as to how this has to be revised. 

One proposal that has been offered to placate, if not shield, Members 
of Congress desiring to support the extension of the act from their 
constituents affected by imports is the trade-adjustment bill, repre- 
sented by ideas contained in H. R. 1105 and H. R. 9505. Insofar as 
our experience and knowledge allows us to evaluate this proposal, we 
do not believe that it is a solution to our problem or a valid alterna- 
tive. We propose several basic changes. 

We are proposing these changes ‘not because we think they are 
alternatives to the proposal we ha ave just made, because we think that 
the trade-adjustment-proposal idea has merit on its own account. 

Fundamentally, these bills start with the assumption that the Presi- 
dent may consider the adjustment provisions as a substitute for pro- 
tection. He can concur in the elimination of an American industry 
in the conviction that the Adjustment Act will provide transitional 
aid to the workers, businesses, and community. 

As a substitute for action under the escape clause in the form of 

rate adjustments or quotas, as may be recommended by the Tariff 
Commission, he may invoke the Trade Adjustment Act.’ In light of 
the fact that the President has frequently rejected Tariff Commission 
recommendations to raise rates or impose quotas, it may be surmised 
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that the existence of this new alternative would make him even more 
hesitant to invoke the protective measures. 

The adoption of this provision, as presently developed, could only 
be an open invitation to the wholesale elimination of industries found 
by the Tariff Commission to be injured by imports. 

If there is to be an adjustment program of any kind, and we favor 
one, we believe that it should operate broadly and independently of 
the exercise of discretion by the President in the case of applications 
for protective measures under the escape clause. It should apply to 
any worker, establishment, or community injured directly or indi- 
rectly by imports, irrespective of whether the particular industry 
does claim or establishes a claim of injury from imports before the 
Federal Tariff Commission for the purpose of requesting relief by 
means of rates or quotas. 

A major misconception underlying the bills is the belief that injury 
from imports is generally inflicted upon domestic producers of a 
product only in direct competition with imports. Actually, all prod- 
ucts result from the conversion of many raw materials, services, and 
human labor into a single end result. The suppliers of the new ma- 
terials and services to a manufacturer are as much involved in the 
competitive processes with imports as are the producers of the end 
product. The people supplying the clay, coal, wood, chemicals, and 
other products used in the manufacture of pottery have as much in- 
terest in that end product as to the producers of the pottery itself. 
The same is true of other items. 

The shrinkage of the American pottery industry can only mean a 
loss of markets for all its components. In some instances, where the 
pottery industry may be the sole market for the supplier, as in the 
case of the clay industry, the injury is as sweeping as it is for the 
manufacturer himself. Yet the trade-adjustment bill does not con- 
ceive of these ramifications. It is blind to the realities of industry. 

Those offering the trade-adjustment bill also overlook the complex 
nature of the effect of imports. 

It is frequently true that competitive imports impact on a defined 
range of products within a series of relatively competitive items. The 
effect of the imports will be felt directly in a restricted area. Actually, 
the repercussions will be more extensive. The domestic producers’ 
loss of the market gained by the imports will shrink the total market 
for all producers of like products. Many of those directly affected by 
imports will begin to invade sectors in which they had not previously 
participated actively. 

As a result of the intensified competition, one or more firms are 
likely to be forced out. But it is not unusual for the marginal firm to 
be one which had not previously engaged in the manufacture of goods 
directly competitive with imports. Gide the concepts underlying 
the present trade-adjustment bill, there is no possible protection avail- 
able for this firm and its employees. 

The present drafts tend to limit the relief to firms covered by the 
President’s reference to the Board when he turns down the relief. 

The Board determines the eligibility and the bill sets specific limita- 
tions, such as 


* * * the article (shall be) identical to or directly competitive with an article 
with reference to which this Act shall have been invoked. 
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Obviously, this provision severely constricts the types of enterprise in 
face of the obvious realities of the extensive, proliferating ways in 
which foreign imports may affect an economy. 

The definition as to the types of unemployed individuals who may 
be eligible is even more limiting, since they must have been employed 
in an eligible enterprise. This would exclude all those affected by the 

imports where the effect occurred through the dissemination of the 
' impact throughout the market and upon the suppliers of materials 
and services. 

Finally, for a community to be eligible, there must be a substantial 
number of residents who belong in the above category. I went through 
all of the communities that possibly could be eligible and I concluded 
that the relief at best would be restricted to one-industry towns in 
which plant closings occur at one time, a very rare occurrence. 

The only cases where I think there might be legitimate applications, 
from study of the distressed communities, would possibly he a com- 
munity like Scranton and Lawrence for a very short period of time, 
but that is all. 

I think that you could not necessarily come before such a board and 
broaden that list to extend to many more communities. 

In conclusion, my suggestion for the revision of this provision would 
be: If the proponents of a Trade Adjustment Act seek support among 
those truly interested in effective measures rather than diversionary, 
illusionary promises of help to a few, they will have to draft a proposal 
which will follow these principles, and I believe they do because of 
Mr. Eberharter and the other Members of the House supporting this 
measure, and Senator Kennedy in the Senate. I would propose that 
we redraft a bill which would follow the following principles: 

(a) Make the benefits and assistance available to those who can 
establish injury from imports, irrespective of whether any action is 
taken for relief under the escape clause or relief denied by the Presi- 
dent. 

(6) Define as eligible all those directly or indirectly affected by the 
rise in the volume of imports, irrespective of whether any change of 
rates has been negotiated. 

(c) Endorse the program for area redevelopment as now contained 
in the Douglas-Spence bill, which truly builds on sound principles for 
helping distressed areas to expand and reinvigorate their own econ- 
omies. 

Because, frankly, I do not believe it is practical to deal with the area. 
problem through this kind of mechanism. 

Thank you. 

The Cuatrman. Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Barkin, I listened with a good deal of inter- 
est to your entire statement, but with particular interest to your 
remarks concerning the measure which I introduced. 

As I take it, you do not think that the measure which I introduced 
is in the main broad enough to really afford relief in many areas where 
relief is really required ? 

Mr. Barkin. Correct, sir. 

Mr. Exsernarter. So that my bill, while attempting to work in the 
right direction, does not cover enough points? 

Mr. Barkin. Correct, sir. 

Mr. Esernarter. Thank you. 
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That is all, Mr. Chairman; thank you. 

The Cuarrman. Mr. Mason will inquire, Mr. Barkin. 

Mr. Mason. Mr. Barkin, I have just one question. 

I want to pin you down. If an industry, such as the cotton- 
manufacturing industry or any other has been injured, makes its case 
before the Tariff Commission, and gets a unanimous decision of the 
Tariff Commission that it has been injured and something ought to 
be done about it, should not that decision of the Tariff Commission 
automatically go into effect without any veto power of the President 
or anybody else unless it is vetoed by the Congress, where responsi- 
bility for foreign trade rests under the Constitution ? 

Mr. Barkin. You pin me down. I will begin with the absolute 
answer first and add my “but” later. * 

My answer is “No.” 

My “but” is this: I could conceive of a case and I have identified 
a case in the instance of the silk-scarf industry in which I represented 
our members and our industry before the Tariff Commission and 
which meets all of your specifications. I do not believe that I, as a 
citizen of the United States, can ask the automatic application of those 
findings based on the technical considerations involved in the interests 
of that industry if the President of the United States believes that 
there are such transcending national interests involved that he be- 
lieves it wise to veto the Tariff Commission. 

Now, that may seem to be a flag-waving, overly patriotic gesture, 
but I presume that, if the congressional sentiments were expressed in 
some concrete way and it also made it evident that he may only veto 
the Tariff Commission in cases of such transcending national im- 
portance and that I must yield to him, even though I believe that my 
own specific group and I myself may have been injured, this is a citizen- 
ship in a nation to which I must accede. 

Mr. Mason. Very well, sir. Your answer simply boiled down 
means this: That international relations as the State Department sees 
them, shall be overriding, and that no national industry such as yours 
can expect any help under this Reciprocal Trade Agreements Act, and 
the escape clause, when the State Department advises the President 
that it will offend or interfere with our foreign relations, with other 
countries. 

That is exactly what your answer tells me. So why all this shout- 
ing if there is no way to help American industry when it is damaged. 

Mr. Barxry. Well, Mr. Mason, obviously the sentiments which I 
expressed would not have resulted in the conclusions you have voiced 
had the sentiment behind my words been represented fully either 
in the language or the expression of intent by Congress or in the senti- 
ments of the American people. 

I do not believe that the mere existence of a right of veto is a blank 
check to override the intent of Congress, but merely a liberty to be 
exercised in the exceptional case where national interests are of trans- 
cendent importance. 

Mr. Mason. It has been a blank check and it has been used as a 
blank check; 9 unanimous decisions, 7 vetoed; only 2 permitted. 

Mr. Barkin. Mr. Mason, I agree that in the past there has been 
more liberty taken by the executive branch of Government in the 
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Executive Office in vetoing Tariff Commission recommendations than 
I believe was justified by national interest. 

Mr. Mason. But still you are willing to put up with it? 

Mr. Barkin. Since I have to yield as a citizen to the discretionary 
powers of the President on matters of my personal life and death, the 
destiny of my family in the decades ahead, because that is what his 
determinations on military and international policy really mean, I 
do not think that I can in this matter say that I cannot trust him in 
the decision on this problem. 

Mr. Mason. It is not a question of trusting the President. The 
Constitution says that Congress is responsible. The Congress has 
that responsibility. The Congress itself, when it adopted this Recip- 
rocal Trade Agreements Act. turned its responsibility over to the 
President and said, “You act from now on. It is nothing to us. The 
Tariff Commission is your arm and not the arm of the Congress 
any more.” 

Now, that is in effect what the reciprocal trade agreements did. 

That is all. 

The Cuarrman. Mr. Harrison will inquire. 

Mr. Harrison. Mr. Barkin, pursuing that subject further, there is 
more involved in the question of whether the tariff rates should be 
raised after a finding of injury than international relations, is there 
not? 

Mr. Barkin. Yes, sir. 

Mr. Harrison. For instance, whenever the tariff rates are raised, 
compensatory concessions have to be made, is that not true, under the 
trade agreement ? 

Mr. Barkin. Correct. 

Mr. Harrison. Then in addition to a question of injury, to one in- 
dustry, there is the additional question of what. possible injury there 
may be to other industries who will be affected by the concessions that 
will have to be made as a result of the increase in rates; is that correct? 

Mr. Barkin. Yes, sir. 

Mr. Harrison. Therefore, it is not entirely a question of interna- 
tional considerations and international relationships that brings you 
to the conclusion that it would be unwise to place into the Tariff Com- 
mission’s hands the power to raise rates on a finding of injury to a 
single industry ; is that correct ? 

Mr. Barkin. May I illustrate this in the silk scarf case, because it 
isso unimportant an industry in the United States ? 

Here was an industry which rose primarily during the last years 
of the war and flourished for 3 or 4 years as a decorative stole item for 
women’s apparel, which employed thousands of employees, women, in 
the manufacture of scarves and then employed members of our union 
in the printing of the designs on these scarves. 

Subsequently, toward 1948, the sewing operation was transferred 
to Puerto Rico. Actually, the issue presented to the Tariff Commis- 
sion represented an extremely interesting case in economic policy. 
The American employment involved much less than 2,000 employees 
located in the metropolitan area of New York, young males who 
were earning good wages but whose skill was limited because the 
operation required limited skill, but the real economic test, I would 
say, if I were in the place of members of the Tariff Commission, was 
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whether the tens of thousands of persons employed in the sewing oper- 
ation in Puerto Rico would be injured and, secondly, whether the 
benefits derived from the transfer of that work to Japan would so 
transcend the injury that national interests dictated. 

The major persons affected by the decision, therefore, were the 
homeworkers in Puerto Rico who lost that work, and the beneficiaries 
were the homeworkers in Yokohama and other areas in Japan. 

Now it meant all of the economic ramifications. Now the Presi- 
dent decided that case and it did not really involve the destiny of the 
United States. It was not an injury from which recovery could not 
be expected, and, consequently, we did not like the decision. I am 
sure the Puerto Rican Government would have preferred another de- 
cision, but that was the result. 

Mr. Harrison. Well, all of those things are what leads you to op- 
pose the proposals to vest the sole authority to determine whether 
rates should be increased in the Tariff Commission. 

Mr. Barxrn. I would very much like to take the position which 
Mr. Mason is urging, but I could not in good conscience do so. 

May I refer a little and give you a little background in the textile 
industry in this case, because this is a very crucial issue. 

One of the issues which has separated the manufacturers associa- 
tions and my union in this field of tariff over the years was this issue. 
In 1947, the sections of the cotton, wool, and rayon manufacturers 
associations and representatives of my union met at a luncheon try- 
ing to come to an agreement on policy. After all, our interests are 
identical. We have the same long-term purpose, but our organization 
felt that we were citizens and consequently had to accept the fact that 
there were instances where even we had to bend to national interest 
even if it meant injury to us. 

Without getting dramatic about the fact, we all are affected by very 
many very serious decisions, and we could not possibly say in good 
conscience that in this area broad national military, international 
political, and diplomatic policy should not at times override our local 
interest. 

Mr. Harrison. Is it also true, or is it not, that an increase in rates 
which would stop injury to one industry might also be followed by 
injury to another industry, either through cutting down its export 
trade or lowering concessions and increasing its foreign competition 
as a result of the increase? 

Mr. BarK1n. Well, of course, Mr. Harrison, we know that every de- 
cision has other ramifications and other people may benefit or be in- 
jured, but we must assume that kind of consequence. 

On the other hand, the immediate question we had which your 
committee has to face is whether or not we really mean what the 
President said, that we shall not injure basic industries and, if that 
principle is accepted, and I think there is general agreement on the 
theory, then what practical method is there for evolving it? 

I think we have also come to the point in tariff and trade discus- 
sions which is represented by Mr. Mason’s point of view, that we 
cannot merely rest upon complete administrative discretion because 
it has been possibly employed too routinely and without full under- 
standing of the policy of protecting basic industries, because I agree 
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with Mr. Mason that the officialdom of the State Department has al- 
ways been almost doctrinaire in its liberal trade attitudes. 

1 have had to discuss this problem with several Assistant Secre- 
taries of State in Charge of Economic Affairs, and I have found my- 
self in great difficulty trying to communicate rational and practical 
solutions or considerations because the officialdom is so dedicated to 
the abstract principle that they yield very begrudgingly to ideas 
which are not in Harrison with them. 

This is the unfortunate result. We get escape clauses, peril points 
conceived as stopgap makeshifts which are clothed in mystery. 

The nature of the relief is undefined and nobody is happy. I think 
it is about time that we all came into the open and said, “Look, we 
really intend to provide protection, safeguard certain kinds of indus- 
try. Define that and let’s put it in the act.” 

Mr. Harrison. I would like to ask you another question. 

What would be the effect on the economy of the Nation if we let 
this program die, just did not renew it 

Mr. Barkin. Well, presumably the present rates would continue in 
effect and presumably escape clauses would be in operation. I think 
the consequences of this would be rather unfortunate because we 
would be in no position to modernize, revamp this whole rate structure 
in the light of the changing conditions of industry at home and abroad 
because I think that American industry has come to the point where 
it can face, certainly with respect to its new products, the full impact 
of competition from abroad, and I think that we should allow that 
wide range of opportunity for tariff rate reduction which that 
promises. We must also recognize that foreign countries must also 
find some market in this country, particularly if we are going to, in 
cases of agricultural products, force our surpluses abroad, we are 
going to have to find something for them to sell here, so that I do not 
believe that we can freeze the situation. 

Moreover, it would only mean, I believe, that in the course of an 
ensuing period every 2, 3, to 5 years, Congress would be faced again 
with a complete revamping and reconsideration of this entire field be- 
cause we must have agencies which keep the tariff rate structure in 
harmony with the trends of international trade. 

So I do not believe that a mere freezing of this particular rate struc- 
ture is in our national interest. 

Mr. Harrison. Now, I have one more question. 

Without going into the suggestion that you have made, what com- 
ment do you have about the proposals for quotas such as we find in 
the Lanham bill. 

Mr. Barkin. Now, just to refresh my memory, is the Lanham bill 
the one that applies for a guarantee percentage of domestic market? 

Mr. Harrison. That is my understanding. 

Mr. Barxrn. I do not believe that that proposal is really realistic. 
If you make that proposal, you are foisting a real monopoly of a par- 
ticular area of industry on the American economy which does not need 
it. 

If there are areas of the American economy which are growing, if 
there are areas where the consumption is growing, there is no need for 
that kind of proposal. It is a gratuitous concession which may be 
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fraught with a great deal of danger. That is why, after consideration 
of this problem, we, my organization and those with whom I have 
consulted and discussed this problem, thought the best reconciliation 
of national interest is define the safeguarded level in absolutely phys- 
ical terms. 

Mr. Harrison. Do you think it would meet the point that you 
have made here if, instead of writing in a law, we put into a com- 
mittee report these specifics that you have as being the intent of 
the Congress? Would that be sufficient or do you recommend it be 
written into the law? 

Mr. Barkin. I would rather have it written into the law because 
I would feel as Mr. Mason does that the tradition of the State Depart- 
ment in this area is not sufficiently sympathetic and identical with 
the purposes outlined there for me to completely rely upon their 
literal or sympathetic application of those criteria if it were only 
an intent. That is where Mr. Mason and I share common ground. 

Mr. Harrison. Now, you said something a few moments ago to the 
effect that the 1934 rates, is that what you said, were sufficiently high 
to in all cases give adequate protection ¢ 

Mr. Barkin. I would not want to be quoted as having intended it 
to say all cases, but it is sufficiently high to be satisfactory, I think. 

Mr. Harrison. Does that mean that you think it unnecessary that 
we give to the President the authority that is now in this bill to in- 
crease rates by 50 percent ? 

Mr. Barkin. Well, my recollection is that there is also a 1934 ceil- 
ing inherent in the administration*’s proposal. 

Mr. Harrison. I am informed that it is 50 percent above the rates 
in effect July 1, 1934. 

Mr. Barkin. Very frankly, Mr. Harrison, this is an area, if I were 
charged with the responsibility of actually bargaining out the last 
details, I do not consider it a matter of principle. I mean it is a 
matter of bargaining expediency to find a fave which is satisfactory, 
because, insofar as the theory is concerned, I would rather have no 
ceiling, but that would outrage so many people on the other side, 
the liberal-trade group, and seems so unnecessary a demand, that 
I took the 1934 level. 

Mr. Harrison. Do I understand you to say that it is not essential 
protection that we give the President authority to raise rates 50 
percent above 1934? 

Mr. Barxrn. It is 50 percent over 1945, is it not ? 

Mr. Harrison. The present law is January 1, 1945, and the lan- 
gauge of the bill before us is to strike that out and insert in lieu 
thereof July 1, 1934. 

Mr. Barkin. Yes. 

Mr. Harrison. It would give him authority to take the 1934 rate 
and increase it by 50 percent ? 

Mr. Barkin. Well, it is quite all right. I do not think we will 
need that except in the most unusual circumstances. I do not con- 
sider myself competent to pass on that particular phase, so I would 
rather not be doctrinaire in that particular area. 

Mr. Harrison. Have you any comment to make on the proposal that 
injury should be presumed to result whenever, after concession, there 
has been an import increase accompanied by a domestic production 
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decrease without directly relating and proving that it was caused by 
the concession ? 

Mr. Bargin. Yes. I do believe shrinkage in a domestic industry 
accompanied by a rise of imports should be prima facie good reason 
for the application of the protective measure, even een the domestic 
shrinkage is not primarily or predominantly attributable to the 
import. 

Mr. Harrison. In other words, as someone has said, if a doctor finds 
that the patient has a stomach ache and needs some medicine, he should 
give him the medicine even though he cannot find out whether he was 
eating raw apples? 

Mr. Barkin. Correct, sir. Since you come from Virginia, you are 
quite conversant with the apple ailment. 

Mr. Harrison. I was talking about Washington State. 

Mr. Barktn. I want to say that you know from my correspondence 
with you that I have a great interest in the proposal that you have 
made here and have explored it as much asI can. Personally, I think 
you ought to be commended and your organization ought to be com- 
mended for the thought and effort which has gone into this proposal. 

T am very much in hopes that we may find that you have a practical 
solution. 

Mr. Barxrn. Mr. Harrison, I want to thank you because it was your 
sympathetic reception and interest which has encouraged us to devote 
the time and the discussion and the consideration which we have been 
giving it during the last several months. We hope that the work we 
have done and in which you have shown such interest may possibly 
provide guidance to your committee in finding a new reconciliation. 

I may say to you that it has been most heartening, as I have pro- 
posed this measure to people on both sides and had rather full diseus- 
sions, that men of technical competence in this area have taken to it 
quickly because they are looking for some new way of tackling pre- 
cisely and concretely this troublesome issue. 

In private conferences, they express themselves as being sort of 
tired of continuing to indulge in the oratory which is common to the 
public platform and presentations and would rather like to see some 
honest-to-goodness practical application of the operating rules which 
have guided most people in the actual negotiations and in the theories 
of the operation of the reciprocal trade agreements principles them- 
selves. 

Mr. Harrison. Thank you very much. 

Mr. Barkin. Thank you. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baker. Mr. Barkin, I commend you for a comprehensive grasp 
of this problem and for specific suggestions which I think are good. 

Now, you said, and I like the way you said it: “Look, let’s make 
this thing work.” 

Now, how do we make it work? We start out with this: There 
have been 23 findings by the Tariff Commission under the escape- 
clause procedure. Nine were approved by the President. 

I have the greatest respect in the world for the President of the 
United States, for the individual and for the Office itself. I know 
you do. Is it possible for the President, any president, to really, 
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with all of his vast duties and responsibilities, be fully familiar with 
all the ramifications of those 23 cases ? 

Mr. Barkin. Well, I assume that he is not and that he has guidance. 

Mr. Baker. By whom? 

Mr. Barkin. By the employees of the State Department and his 
own Office, but he shoulders the mantle of responsibility. 

May I further add that it may be that the solution in this area 
would be to add language which would say, “The President shall over- 
ride the findings of the Tariff Commission”—if they are as clearly 
defined at least as I think I have done—“only in cases of overriding 
national interest” or some equivalent language. 

Mr. Baxer. I have agreed all along that that has been one reason 
I have been opposed to this problem; that in the field of international 
affairs, even in the field of interrelations from a standpoint of trade 
relations of the free world, the State Department is in a better posi- 
tion by the very nature of things to know about the weight of things 
and that is the fundamental reason for having a reciprocal- -trade pro- 
gram. But your suggestion is making sense, that that would be the 
only field in which it would perhaps have the power to override the 
Tariff Commission findings. 

Mr. Barkin. May I endorse the proposal which I believe you were 
discussing with Mr. Johnston for representation of factual interest, 
manufacturing labor and others, in the negotiations. 

I think we on the labor side and management side h&ve a little skill 
in this area. I am surprised at the failure of the Government to 
utilize these tremendous resources. 

Secondly, I know in the case of textiles where members of the staff 
have discussed practical issues with me and we have given them as 
much general guidance as personal conversations permits, that these 
gentlemen, when they return, certainly know that there were man 
questions and problems with which they were confronted on which 
they had not prepared themselves, because I cannot convey nor does 
anybody else convey a lifetime knowledge with a particular area to 
another person in a few sentences or in a book. 

Consequently, it would serve the American delegation to these ne- 
gotiations to have resources available for this purpose. 

As for the representation of textile men in the British delegation, 
apparently they do not always exercise the influence that their pres- 
ence would suggest, because the British Government apparently some- 
times overrides the interests of the British textile industry in the 
concessions which they granted. 

Mr. Baxer. What would you think about the procedure of after the 
Tariff Commission has made an escape-clause finding and the Presi- 
dent vetoed it, to refer to the Congress the power to override the 
President ? 

Mr. Barkrn. I see nothing wrong with that procedure. 

Mr. Baker. Let me qualify that slightly. 

Maybe except in a case of national security. 

Mr. Bargrn. Yes. 

Mr. Baxer. I do not know that even that would need to be added. 

Mr. Bargin. I would say, Mr. Baker, that if that alternative is 
used, I do not think there need be any qualification because I presume 
that the President would make rather clear why he vetoed or denied 





RENEWAL OF TRADE AGREEMENTS ACT 779 

“SETI on aaa ¥ ; 
the recommendation of the Tariff Commission, and I believe the Con- 
gress of the United States has dealt with even more serious matters 
than that in the national interest, so that I would not worry about it. 

Mr. Baxer. The Congress does declare war when war is declared. 

Mr. Barkin. Yes, sir. I would not have Congress limit its own 
power. 

Mr. Baxer. I will ask you 2 or 3 questions on 1 subject which I hate 
to have to ask you. That is in the latter part of your fine statement. 

In my own State there are thousands of textile workers, half of 
them out of jobs, and a lot of them just hanging on to their jobs, and 
I am concerned. 

Now, you heard my examination of Mr. Johnston. Mr. Johnston 
used the word “dislocated.” I asked him if he meant physically dis- 
located. Let’s not go into that at length, but has your organization 
taken an official position on that ? 

Mr. Barry. Yes. I think that Mr. Johnston is humanly sympa- 
thetic with the woes of other people, but I do not think he and others 
in this field who have considered the problem of liberal trade have 
fully understood the nature of the adjustment problem. 

ou come from Knoxville? 

Mr. Baxer. That is right. 

Mr. Barxrn. I have said this before the subcommittee. I might 
just add this. 

There is one sentence in my testimony to this effect. Gentlemen, 
a cannot afford to let the textile industry of the South be injured 

y imports, not only because we need a textile industry, but because, 
and you know this, the South is now beset, North and South Carolina 
and the textile areas of Tennessee and Kentucky and Georgia and 
Alabama, all of these areas unfortunately are now suffering from 
concurrent contraction of their old industries: Furniture, lumber, 
agriculture, textiles, mining. 

Now, gentlemen, how many difficulties and troubles do you want 
to thrust on a group? There is out-migration of population from 
all of these States because no matter how much they have absorbed 
in new industry in these States it is not sufficient to offset the loss of 
jobs, the loss of farms and the outpouring of people which come into 
the labor market. And, consequently, gentlemen, we are going to face 
during the next 5 or 10 years in these areas a real economic problem 
of depression which is beginning to assume tremendous proportions, 
and that is why, gentlemen, I am spending so much of my time and 
the organization’s time in promoting area redevelopment leg islitiou. 
because Knoxville, which has just now come on to a state where it 
would meet the tests under the Douglas-Spence bill, cannot raise 
itself. 

And, Mr. Baker, within 2 weeks I am going to be issuing a bulletin 
on Kentucky indicating how a State like Kentucky cannot raise itself 
by its own bootstraps. It does not have the resources, the where- 
withal. 

Why is the State of North Carolina making such a desperate effort 
to get new industry? Because the State realizes the degree of con- 
traction in employment which lies ahead because of people leaving 
farms. The result is, we have to find new approaches to it and we 
hope that we get out of this serious recession, but as soon as we are 
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out of that we are going to become even more aware of the fact that 
the economic soft spots in this country will not enjoy the benefits of 
the upturn and they will stand out as continuing sores as the New 
England communities were up until now. 

Mr. Baxer. I am almost through here. 

Do you have at your fingertips the average age of the textile work- 
ers in this country ¢ 

Mr. Barkin. Well, I do not know the figure offhand, but it must 
well be in the middle forties. 

Mr. Baxer. I would guess 40 or more, because recently I had occa- 
sion to walk through a plant at Knoxville with 3,000 employees. 
They were certainly not young. 

Mr. Barkin. No, sir. 

Mr. Baxer. I would guess offhand it is about 40. 

What could those people be transplanted to? 

Mr. Barkin. Judging from our experience in New England, where 
we have unfortunately been going through this process of plant clos- 
ing, there is nothing these people can turn to. 

Mr. Baxer. There is no place to put them, is there? 

Mr. Barkin. In Lawrence, Mass., which the community glories as 
being one of those communities that has risen from the barren walls 
of the old textile mills, what you are finding there is that the old textile 
people are not getting jobs. The young people are. What is happen- 
ing to the old people is that the old people are getting back into their 
families and they have been scrapped. In communities that are now 
partially recovered, there is nothing for them. 

Mr. Baker. I hate to ask this next question because I would much 
prefer what we have been talking about a little earlier, that we are 
going to solve the problem. 

I introduced a bill here 2 or 3 years ago. When I introduced it, 
I did not know whether to introduce it or not. The reason was purely 
temporary in nature, of course. The bill was on unemployment in- 
surance benefits, that when there was a declaration that a particular 
area was damaged due to foreign imports, there would be additional 
benefits paid out of import duties. 

We heard here for days, and I suppose we are going to hear for 
another month, that there are only about 146,000 people involved in 
this, which is hard for me to believe. But, whatever the figure is, 
that the paramount rights and benefits of the great majority of the 
economy must prevail over this number of people, whatever the 
figure is. 

Well, they are still American citizens and it seems to me we should 
devise some method as a stopgap to help them. 

Have you given some thought to that? Of course you discussed 
that. 

Mr. Barkin. Yes, with Mr. Eberharter’s bill. 

May I make a comment on this 146,000 figure? I think that is a 
rather unfair card to play. 

Mr. Baxer. I do not remember who said it, Mr. Barkin, but some 
witness here said that. I have not had a chance to do research on it. 
It does not make sense, does it ? 

Mr. Barkin. Not only that, but this refers back to this entire prob- 
lem of impact. 
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For example, let’s assume that five employees in a textile mill are 
displaced by imports. Can you say that the only impact is on those 
five employees ? 

We know that the coal in that, the building service, all of the range 
of services and materials that go into the manufacture of that product, 
are involved. 

Now, I think it is unbecoming for a governmental agency, and I 
make this charge seriously because it is a Government agency involved, 
it is unbecoming for a Government agency to be so restrictive in 
its understanding of this problem—and it may be deliberate restric- 
tion, although I do not necessarily charge that—that it would present 
that type of estimate as to the impact of imports. 

I will take the pottery industry. I am trying to take an industry 
which is narrowly defined and where you can trace the impacts pre- 
cisely. ‘There are more people entailed in the ramifications of that 
industry. If you worry about the clay miners in Georgia, you get 
thousands and thousands. 

Mr. Baxer. I remember now that that statement was made by 
a Government official here, that is all. ; 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Barkin, I certainly appreciate your paper and 
your statement. It has been a great contribution to this whole cause. 

I must say that I do not think you have the ultimate answer, nor 
do I think I do either, but I know one thing, and that is that you 
are hewing along the line in this. 

We can get somewhere in this area. Possibly a fundamental dif- 
ference in your approach from mine is that you keep referring to 
protection while I keep referring to what I would say is equalization. 
It does not need protection. 

I say equalization against some economic difference between that 
industry and the competitors’ industry abroad. With that in mind, 
I might state that I think the use of the term “protection” permits 
the rebuttal to be made that you would be protecting inefficiency and 
you easily could, while the talk of equalization is referring to meas- 
uring some economic differences. 

One of the economic differences is, of course, the difference that 
our Government, and rightly so, has imposed fair labor standards 
on our industry and has imposed other costly legislation such as 
antitrust laws and trade practices, and so forth. 

It is in this area that it seems to me that we should be discussing. 

I want to go on to your other points. 

After trying to study this matter over a period of years rather 
intensively, I have concluded that of all the trade barriers, quotas, 
licenses, and so forth, the tariff is probably the most liberal. I do 
not think there is any question that it is the most liberal. That is, 
it least interferes with the economic laws and it is an easy device to 
utilize to measure an economic differential. 

Our difficulty has been that I am afraid that we have not been using 
the tariff as a differential. If it gets beyond the point where it meas- 
ures a differential, it can become protectionist or it can become a 
preference, if you please. That is what worried me about your pro- 
posal, that you would actually be getting into a form of trade barrier; 
you would be getting into the areas of quotas and into the areas of a 
lot of governmental regulation, which it seems to me would not be 
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necessary if we used the tariff device as a differential to measure these 
differences if we can between the burden placed upon our domestic 
manufacturers for good social reasons and measure that which the 
lack of those impositions placed upon the foreign competitor. 

Now, measuring that difference, I am satisfied that American in- 
dustry can compete and compete "without any difficulty if we took 
care of this differential. 

Mr. Barxrn. First of all, in my statement I have not spoken of 
quotas. 

Mr. Curtis. If you analyze your presentation, it amounts to quotas. 

Mr. Bark. It is quota tariffs. 

Mr. Curtis. Yes, it is that device as opposed to the tariff device. 

Mr. Barkin. Well, it is a scaling of rates. 

Now, getting to the major issue and the question of the difference, 
you perceive on differentials as against protection, there is one thing 
I want to make clear. I am not certain as to our own position. We are 
not suggesting a broadside universal system of equalization of costs. 
If that were undertaken, if it were even feasible of doing, it would bar 
all trade. 

There must be trade. The question is where will the trade be, 
among whom and in what areas and what products shall the trade be 
conducted ? 

In our own tradition and in our own concepts, obviously we should 
seek to encourage trade in which there are economic advantages to us 
and to other countries. 

Now, the tariff is a summation of this evaluation. Now, if people 
were doing this consciously with all the data necessary, and you could 
make your own decision, you would attempt to measure the differ- 
ences and then say, “I am willing to compensate for these differences 
in cost, but not the others, and despite these differences we will not 
compensate for them because we want to encourage trade in those 
areas.” 

Consequently, equalization is the approach to understanding, but 
protection is the final result, so, if that combination of words and 
explanation of where I think we do agree, if that meets the definition, 
that would reflect my own view. 

Mr. Curtis. I can see that. 

Now, of course, on this equalization, let us take a specific case. 
Incidentally, you may or may not be familiar with the amendment 
I proposed about 4 years ago to try to tie in our tariff reductions 
with the raising of wages in the competing industry abroad. In my 
proposal, I did not attempt to fully compensate for the difference. 

What is your average wage, around $2 an hour? 

Mr. Barxrn. Unfortunately, I must apologize for the wage in this 
country. It is more nearly $1.50. 

Mr. Curtis. Japan, as an example, is around 20 cents; am I right 

Mr. Barkin. The direct money wage is 20 cents. 

Mr. Curtis. Now, of course, the only imposition on our manufac- 
turers really is the minimum wage of one dollar so my formula re- 
ferred to our minimum wage and then provided a further differential 
because, of course, you could not expect the Japanese economy to 
switch from twenty cents to a dollar. But it did seek to say that, 
taking the status quo, as Japan lowered the economic differential in 
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that area, our tariff would lower with it. In that way you do two 
things, which our reciprocal trade is supposed to do. 

You do two things. One: You give protection if you choose to the 
industry because to a degree you are measuring that economic differ- 
ence, and the second important thing is that Lord knows you are cer- 
tainly going to build the economy of the foreign country if, in order 
to gain this advantage, they are raising their wage rates. 

Now, it seems to me that the tariff is a suitable device to do that, and 
these other things, quotas and so forth, are very cumbersome and cer- 
tainly I again say are far from a liberal method of handling trade. 

Mr. Barxrn. Well, I am wondering if we are talking about the 
same thing. I am concerned and proposing and dwelling and focus- 
ing on the technique of the tariff quota which, for more convenience 
by way of expressing, is an escalator provision with varying rates 
for different levels or volumes of imports, so that it is not restrictive 
in the volume of imports. It places no actual ceiling. It places 
differential costs on imports depending on the volume coming into 
this country. 

Mr. Curtis. Then I can close our little discussion here because this 
is a very complicated area. My criticism then would be that that 
cloes not seek to actually measure an economic difference. 

Mr. Barkin. By selecting the pro rates on the escalator, you will 
be measuring the difference. 

Mr. Curtis. What does volume have to do? What economic dif- 
ferential is there in volume? Actually, volume should lower the unit 
cost. 

Mr. Barker. For example, we may want to permit this country 
that you are talking about to send goods in even fronghh its wages, its 
costs, are lower to a certain limited degree beyond the current existing 
capacity of the United States. 

Mr. Curtis. Then I would say the way you do that is simply take 
this economic differential and arbitrarily say, “We have already got 
the one-seventh of actuality and because of that, we will make it one- 
eighth, but it still is there because it happens to reflect an economic 
difference.” 

Mr. Barkin. But the theory that I am presenting here is that you 
might want to permit some imports from that country because, under 
your formula, it may exclude all imports from that country. 

Mr. Curtis. No; it starts from the status quo where you have ac- 
tually got trade, and it has taken the status quo and sought to raise it. 

As you raise the amount of trade, it is done through this device of 
our tariffs going down as their wage standards go up, so we are start- 
ing with the trade. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Barkin, we thank you, sir, for coming to the 
committee and giving us the benefit of the views of your organization. 

(Mr. Barkin subsequently filed the following statement: ) 


SUPPLEMENTARY STATEMENT BY SOLOMON BARKIN, DIRECTOR OF RESEARCH TEXTILE 
Workers UNION oF AMERICA TO “AMERICAN IMPORTS” * 


tReport of the Committee on American Imports—A ane jointly sponsored by the 
Twentieth Century Fund and the National Planning Association, (New York: Twentieth 
Century Fund, 1955). 

The statement of the NPA International Committee uses the general need for 
American policies which promote the economic health of the free countries of the 
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world to justify a specific program for the maximum liberalization of American 
import policies. It is the latter aspect of the committee’s statement, particularly 
the last section (I1V-B), to which these dissenting remarks are addressed. My 
disagreement relates to the timing of an import liberalization program, to its 
importance for the foreign policy of the United States, and to the criteria of 
national interest on which it should be based. 

At no time in the postwar era could the subject of American import policy be 
publicly debated under less favorable circumstances than now. With unemploy- 
ment and economic uncertainty prevailing in the United States, people generally 
are not disposed to consider further dislocations in the domestic economy from 
outside causes. Present difficulties make it abundantly clear that our resources 
and thoughts must first be directed toward the restoration of our own economic 
health. The achievement of this goal will benefit not only our people but other 
countries as well. The maintenance of a less than full employment economy in 
the United States will be injurous to us and will sharply curtail our capacity for 
absorbing imports. A liberal import policy is no substitute for a full employment 
economy even for the purpose of promoting a high level of imports. 

This is hardly the time for the promotion of an import liberalization program. 
The research study of American imports, on which the committee’s statement is 
based, makes clear that “trade is good—not because it will create additional jobs, 
but because it will make some jobs productive.” Today, we are not primarily con- 
cerned with increased productivity or more buying power for the consumer’s 
dollar, welcome as they might be, but with creating more jobs and preventing 
further contraction in employment. Hence, a program for positive action in the 
field of import policy must be shelved until such time as Government and industry 
have restored and guaranteed full employment. Only in such periods are re- 
sources and initiative available to create the new employment and industries 
necessary to absorb displaced people, stranded enterprise and idle capital. 
Personal and business adjustments necessitated by the contracting of an industry 
will then be most easily made. 

However, even if the American economy were now enjoying full employment, 
I would not by any means be convinced that the benefits which could be derived 
from a more liberal American import policy would be worth the effort of getting 
such a policy adopted or the damage it would do to certain domestic producers. 
As the first three sections of the committee’s statement make abundantly clear, 
the American economy has by its nature a very limited capacity to absorb the 
kinds of imports which Western Europe and Japan can ship to us. Moreover, 
the economic problems of these countries, including their dollar shortage, are not 
caused by American import barriers, nor could they be cured by the lowering or 
removal of such barriers. As the committee’s statement intimates, the poor 
economic health of Western Europe and Japan is the result of long-term changes 
both within their own economies and in the world economy as a whole. Among 
the most important and dramatic of these changes are the increasingly competi- 
tive character of international trade in manufactures and the superior com- 
petitive ability of a large, dynamic economy like that of the United States; the 
stifling of enterprise and initiative within the small, cartelized economies of 
Western Europe and the addiction of European business groups to the short- 
sighted policy of low wages, restricted markets and excessive profits; the so- 
called “revolution of rising expectations” on the part of the working people in 
Western Europe who are now seeking to obtain a fairer share of the benefits 
which democracy and industrialization can provide; and the new political free- 
dom or increasing economic independence of the vast raw-material-producing 
areas in Asia, Latin America, Africa, and Oceania which were formerly sub- 
ordinate to the European (and Japanese) imperial powers. The effects of 
these basic economic, social and political trends have been aggravated over 
the past half century by two world wars and the intervening great depression, 
and are aggravated still further today by the cold war and the subversive 
tactics of the Communists. The dollar shortage is only a symptom of these pro- 
found changes in the 20th century world. In these circumstances, the extent 
to which liberalization of American import policy could contribute to alleviat- 
ing the causes of Western Europe’s and Japan’s poor economic health is small 
indeed—so small, in fact, that it would hardly be worth the political difficulties 
and the economic distress it would create within the United States. 

On balance, foreign aid is a more effective means of offsetting our excess of 
exports over imports than either a reduction of exports or an increase of 
imports. It contributes to a higher level of activity and employment within 
the American economy, which export reduction would not, and which import 
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liberalization is supposed in theory to do but which it does not necessarily do 
in practice. Also, foreign aid is an effective tool of foreign policy, for it 
enables the United States directly and consciously to influence the economic 
policies and practices of other countries in directions more conducive to the 
restoration of their economic health and the welfare of the free world. 

In this connection, it is important to recognize the speciousness of the “trade, 
not aid” slogan. It was first pronounced by Europeans anxious to gain greater 
entrance into the American market. In the United States it has been enthusiasti- 
eally—and ironically—adopted by two groups diametrically opposed to each 
other: by isolationist politicians who want neither trade nor aid, and by doctri- 
naire economists and government officials who still imagine that the 19th century 
British free trade theory is a relevant basis for policymaking in the mid-20th 
century. The committee’s statement properly recognizes, as does the research 
study, that in today’s world even the most liberal changes in import policy 
would not result in an increase in imports of anything like the magnitude of the 
dollar shortage. Though the dollar shortage might temporarily disappear when 
the free world is enjoying nnusually favorable economic and political conditions, 
even the complete removal of American trade barriers would not be sufficient 
to abolish it permanently. As already noted, the dollar gap is the result not 
of American import policies but of long-term changes in the European economies 
and of the structure of the American economy. The ratio of American imports to 
domestic production has been declining in terms of value though it has been 
maintained in terms of physical volume. American imports have been concen- 
trated in crude agricultural materials and semimanufactured goods. Our conti- 
nental economy naturally has a high degree of self-sufficiency. While our pattern 
of economic growth “enlarges demands for foreign goods,” there is no assurance 
that “imports into the United States will grow.” Even the most liberal trade 
program would, therefore, yield disappointing results in terms of the value of 
imports. Hence, it is important that the slogan “trade, not aid” be played down. 
It encourages foreign countries to believe that this prescription is the solution for 
their problems—which it cannot be, as the committee statement itself points out. 

A more liberal American trade policy is at best only a minor tool in developing 
a new balance in international economic relations. Indeed, the committee itself 
regards a more liberal import policy only as a precondition for the accomplish- 
ment of the broader objective and the committee refers to other studies being 
currently conducted for the other necessary measures. In the public debate on 
import policy, the more extreme advocates of trade liberalization should foliow 
the committee’s example and define the need for a liberal American trade policy 
within the context of a more comprehensive program for achieving a better inter- 
national economy. Such a grand design must be created if international economic 
stability is to be realized. Unfortunately, few of the devotees of trade liberaliza- 
tion, here or abroad, have paid much attention to the other, much more important, 
parts of the program. 

Finally, I would like to comment on the criteria of national interest involved in 
a reduction of import barriers. The proponents of liberal trade policies have 
identified themselves as representing the national interest. However, they over- 
look the fact that the private beneficiaries of such policies may often be promoting 
them with enthusiasm, finances, and claims far exceeding the possible public gain. 
More significantly, the argument has been presented in terms of general foreign 
policy and overall domestic injury. This argument does not, however, adequately 
take into account either the smallness of the benefit to general foreign policy 
or whether it is in the public interest to destroy or contract specific industries or 
sectors thereof through sweeping tariff reductions. At the same time, the protec- 
tionists have argued in terms of specific private interest, and their contentions 
about the relationship of these industries to the general national interest have not 
been adequately supported. The disputants have not really come to grips with the 
issues of national interest involved in protecting or not protecting specific indus- 
tries and products. 

For this reason, I agree with the committee’s recommendation for a “re- 
appraisal of the existing tariff structure, and an analysis of possible and desirable 
reductions.” Until a thorough study has been made, there appears no justification 
for taking any action to liberalize imports. However, by endorsing the Bell and 
Randall reports, the committee is by implication sanctioning actions which may 
be injurious to the public interest, for neither report envisages the kind of detailed 
appraisal of the existing tariff structure which the committee itself proposes as a 
precondition for tariff reduction. Moreover both reports have evaded the specific 
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challenge of the affected industries. In any event, action should be postponed 
until a stable level of full employment is realized. I join in the committee’s em- 
phasis on the importance of high or full employment and economic activity as a 
prerequisite to the maintenance of a maximum volume of imports. 

The immediate need is to develop a list of criteria of public interest by 
which to determine the specific industries to be maintained, contracted or de- 
stroyed. What degree of protection should be afforded specific industries in the 
national interest? In accordance with what orderly procedure should the exist- 
ing levels of protection be lifted to enable domestic industries, workers and com- 
munities to adjust thereto? 

I believe that the following considerations of national interest are binding 
upon the American people, and that, where applicable, they justify the main- 
tenance and protection of industries, or necessary proportions thereof: 

(1) Industries producing goods or employing persons with skills required for 
national defense or for maintaining the balance and dynamism of the American 
economy. 

(2) Industries which are measurably more efficient and productive than for- 
eign competitors and are undersold in the United States primarily because of 
wage differentials, and which provide technological and managerial leadership 
and design leadership to their competitors in other countries. 

(3) Industries which for any reason, domestic or foreign, are undergoing 
serious upheavals resulting in plant closings, geographical migration, large-scale 
employee displacement, marked increase in machine efficiency ; and industries in 
which large capital investments are currently being made for modernization. 

(4) Industries located in economically depressed or contracting areas and in 
single-industry communities. 

(5) Industries in which producing units and capital resources are small, and 
the work force is of advanced age. 

(6) Industries which are declining not only in the United States but also in the 
countries which have traditionally exported their products. 

Careful enumeration of the criteria of national interest will provide a basis for 
determining the specific industries to be protected in whole or in part through 
tariff rates. For those which are not so protected and which will be subjected to 
an increasing amount of foreign competition—except as they may be able through 
innovation and ingenuity to offset the advantage of lower priced imports—a pre- 
cise schedule of reductions should be fixed beforehand, to be suspended if na- 
tional employment should decline from full employment levels for any signifi- 
cant period. For people and communities who are personally injured, I believe 
that the depressed industries and communities program endorsed by the com- 
mittee should be supplemented by provision for an earlier retirement age under 
old-age and survivors insurance. 

The adoption of the course of action proposed by the undersigned might make 
such protective devices as the escape clause, the peril point amendment and the 
“Buy American” Act unnecessary. None is really satisfactory to the diverse 
groups affected. The protectionists find them inadequate since they have been 
administered, particularly by the present administration, with uncompromisingly 
liberal trade tests which have rendered them useless and deceptive. The system 
of tariff rates developed by the procedures herein advocated must, of course, be 
protected against currency manipulation, subsidies, assistance to exporters, 
dumping and similar devices fostered by state trading schemes and other prac- 
tices of foreign countries. 


The Cuarrman. The committee will recess until 2 o’clock. 


(Thereupon, at 12:30 p. m., the committee recessed, to reconvene at 
2 d 
2 p. m., same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will please come to order. 

Our next witness is Mike M. Masaoka. Mr. Masaoka, will you 
please give us your name, address, and the capacity in which you ap- 
pear, for the benefit of the record ? 
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STATEMENT OF MIKE M. MASAOKA, WASHINGTON REPRESENTA- 
TIVE, AMERICAN IMPORTERS OF JAPANESE TEXTILES, NEW 
YORK CITY 


Mr. Masaoxa. Mr. Chairman, my name is Mike Masaoka. I am the 
Washington representative of the American Importers of Japanese 
Textiles, Inc. My offices are in the Hurley-Wright Building here in 
Washington. 

For the information of this committee, American Importers of Japa- 
nese Textiles is a New York membership corporation, all of whose 
members are domestic corporations and individual American citizens 
who have a vital interest in this particular problem. 

The Cuatrman. Can you eundide your statement in the 20 minutes 
that we have allotted to you? 

Mr. Masaoxa. I shall try, sir. 

The CuHarrman. Your entire statement will appear in the record, 
if you omit any parts of this. 

fr. Masaoxa. Thank you, sir. I would rather summarize the 
statement and hit some of the points that have been presented. 

The CuarrMan. You may proceed in your own way. 

Mr. Masaoxka. We believe that this problem of tariffs and trades, 
of reciprocal trade agreements, is something larger than just a discus- 
sion of domestic taduabriees larger than a discussion of economics 
alone. We think that it is, as the President of the United States de- 
clared in his state of the Union message, a part of a total waging of 
the peace which we in the United States must engage in today if we are 
to win the fight for survival. 

I don’t think that we can make any mistake about this. The Rus- 
sians are doing their very best to defeat us, not necessarily militarily, 
although that is the last recourse, but if they can do it through economic 
warfare, they certainly are going to use this weapon. 

There is a tendency, of course, to think of Europe and the Euro- 
pean common market in this connection. I call attention of this 
committee to the fact that there is always a possibility for a similar 
development in the Far East. We know, for example, from listening 
to visitors from southeast Asia that the Red Chinese deliberately are 
infiltrating into the southeast Asian countries trying to win them over 
so that they can develop a kind of specialized trade market, and that, 
of course, will be used against the United States by trying to deprive 
us of the strategic raw materials we need. 

Significantly, too, Japan once had this idea of a great Far East 
prosperity sphere. She tried by military might to gain that objec- 
tive. She lost. Today by peaceful means she again sees the necessity 
for finding markets for her finished goods and a place to buy her raw 
resources. Soif Japan or these other countries in the Far East develo 
a common market area, then unless the United States does have a kin 
of reciprocal trade agreements program, whereby we can negotiate 
with Japan and with the other countries of Southeast Asia, we may 
be in real difficulty. 

More than that, this reciprocal trade is a part of our mutual collec- 
tive security ke eae We feel very definitely that unless the nations 
that are allied with us are also trading partners, we will have difficulty 
in maintaining them on our side. 
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We cannot, Mr. Chairman, wage war, economic war, trade war, on 
one hand and expect the same nations to stand by us militarily. This 
is how it stacks up today. 

Japan must trade to live, and if we will not allow her to trade with 
us, then she will have to go elsewhere. Japan is the only industrial 
nation in the Far East. Japan is the key nation as far as Soviet 
Russia and Red China are concerned, as well asthe United States. As 
Stalin, himself, put it way back in 1940, the nation that controls Japan 
controls Asia, and the nation that controls Asia controls the world. 

So, today, when we talk about allowing Japan to pereoipate with us 
in a trade program, we are talking about survival for these United 
States. 

The case of trade with Japan is particularly good for the United 
States, both militarily and economically. We build up Japan’s econ- 
omy, and in this particular respect textiles, gentlemen, is the key in- 
dustry in Japan just like steel is in this country. The textile industry 
in Japan is the largest producer of out-of-factory goods in all of 
Japan. 

T hey employ more people than any other industry in Japan. They 
import more than any industry in Japan except one. In other 
words, this is the key industry, and, fortunately, this key industry is 
the most pro-American industry in all Japan. None of its unions are 
affiliated with the Communists or the pro-Communist groups. They 
are independent unions associated in the International Confederation 
of Free Trade Unions, with which our own AFL-CIO is associated. 

Not only is the textile industry the key, but it is a great customer of 
the United States. 

When people talk about protection for American industry, we can 
understand and appreciate that point very well, but I think we ought 
to remember that if we protect one industry, maybe we are harming 
another. 

Let’s take the example of Japanese raw cotton from the United 
States. In the 1956-57 cotton year, Japan bought approximately 2 
million bales of cotton from the United States, or the total cotton out- 
put, mind you, of the States of South Carolina, North Carolina, 
Georgia, and Alabama. 

Gentlemen, what about protection for the cotton farmers? What 
about protection for the rice farmers who sent over 6 million bags to 
Japan last year, more than 25 percent of our American output ? What 
about the wheat farmers? Forty to fifty million bushels of wheat are 
annually sent to Japan. The same is true for soybeans, for barley, and 
many other surplus farm products. 

In other words, gentlemen, when you talk about injury to a partic- 
ular domestic industry, we must see if there is greater injury elsewhere 
in the America economy. 

I think also we ought to consider this fact: There seems to be— 
and I can understand why—a tendency to attribute most of the ills of 
our economy to imports, and particularly to Japanese imports, and 
more than that, to Japanese textile imports. 

The fact of the matter is that for practically all fabrics the Amer- 
ican tariff is prohibitive as far as Japanese fabric cotton textiles are 
concerned to the United States. It is only a few that can come in, 
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and the cotton fabrics that come into this country amount to only about 
1.5 oo of the total American production. 

All cotton fabrics and apparels and other textiles from Japan 
amount to less than 2 percent of our domestic production. To say that 
this small amount can seriously affect a tremendous, giant industry 
in this country is a little difficult for us to understand. 

The very fact that Japan cannot bring in many items accounts for 
re Pg that she is accused of concentrating her imports in a few 
fields. 

It is interesting in this connection to note that six different textiles 
roups have petitioned the Tariff Commission of the United States 
or relief under the escape clause. They were ginghams, velveteens, 

pillowcases, blouses, wool gloves, and toy caps. In 5 of the 6 cases—in 
5 of the 6 cases—the Tariff Commission either dismissed the appeal, 
rejected it, or it was withdrawn by the domestic industry. 

In the only case in which the Tariff Commission took any adverse 
action, velveteens, recommending an increase to the President, the 
President in view of Japan’s voluntary quota decided not to take 
action at that time. 

This brings us, I think, to a matter that all of us are quite interested 
in. Japan voluntarily, as a matter of good faith, trying to develo 
orderly procedures in the United States for the export and the sale 
of her cotton goods, imposed upon her own industry, at tremendous 
sacrifice and hardship to the Japanese industry, a voluntary quota 
program. 

Generally, I believe all of you are familiar with its broad outline 
of restricting Japanese exports to this country to 235 million square 
yards of cotton textiles per year. This is a substantial reduction 
over the previous highs. 

You would assume that if Japan agreed to this kind of voluntary 
quota, and if the overall yee was less than the Japanese exported 
previously, this quota would be filled in its entirety. The fact of the 
matter is that only about 91 percent of the voluntary quota was filled 
last year. 

Group I, for example, which was cotton cloth goods, including ging- 
hams, velveteens, and other fabrics, was not able to fill their quota by 
a considerable amount. In fact, we hear so much about velveteens. 
Yet, according to the Japanese export figures, based upon bills of 
lading, the exports to this country amounted to just a little over 95 
percent, leaving a differential of almost 5 percent unfilled, or more than 
105,000 square yards. 

_In ginghams there was still a lot to go before the quota ceiling. In 
other words, under the quota 35 million square yards was the limit. 
Only 32,263,000 square yards came in, or about 92 percent. On all 
other fabrics, that is, sheetings, shirtings, twill ak sateen, poplin, 
yard-dyed fabrics, and other fabrics, the quota, mind you, was 75,- 
500,000 square yards. Yet only 50,536,000 square yards came in, or a 
minus to the Japanese of 25 million square yards. 

In group IT, the total quota, which is for made-up goods, usually 
included in the United States cotton broad woven goods production, 
the quota was set at 33 million square yards. Only 31,386,000 square 
yards came in, or 95 percent of the quota. This means that they were 
shy over 2 million square yards in this category alone. 


24093—58—pt. 1——-51 
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In group III, which is woven apparels—blouses, sport shirts, dress 
and work shirts, body supporting garments, shorts and trousers, and 
other woven apparel—the quota was set at 78,100,000 square yards. 
The amount that Japan was able to send in was only 77,428,000 square 
yards, about 1 million shy. 

In group IV, which is knit goods—shirts, gloves, mittens, and 
other knit goods—the quota was set at 1,791,520 square yards. They 
were able to send to this country only 1,762,757 square yards, or a 
minus of 30,000 square yards. 

In group V, which is a kind of miscellaneous catchall for cotton 
textiles, including floor coverings, the quota was 9,900,000 square 
yards. The imports actually amounted to 9,144,000 square yards, or 
about 800,000 square yards deficit. 

As the grand total for the year, the quota was 235 million square 

ards, ar only 214,970,000 square yards came into the United States. 

us Japan was unable to meet its quota by 20 million square yards. 

These are the unofficial statistics as we have been able to gather them 
based again, may I repeat, on bills of oe 

All of this indicates two things: One, the very nature of the items 
on the quota worked out with the American textile industry and our 
State and Commerce Departments indicates that Japan cannot send 
in all kinds of textiles, that there are, in fact, only a limited number 
of textile items that Japan can send in, and they are all included in 
the quota. 

The second thing that this quota indicates is that even when these 
articles are designated, Japan cannot fulfill their quota to the full 
100 percent. We think that this is very significant and very impor- 
tant. 

Of course, there are those who say, “Yes, Japan did impose a quota, 
but she circumvented this by the use of transshipments.” 

Let’s look at the facts. When this quota was imposed, the Japanese 
Government and the Japanese exporting association realized that this 
would be a kind of a test of good faith on their part. Therefore, Japan 
set up elaborate programs of checks to prevent transshipments, know- 
ing transshipments largely come through Hong Kong and South and 
Central America to the United States. 

Therefore, they developed a system of preventing transshipments 
from those areas, and they succeeded. True enough, there were two 
orders for velveteens and, by the way, out of all of the articles on this 
list the only item in which there was any transshipment whatsoever 
was velveteens. There were only two transshipments on this, and, 
remember, transshipments are not illegal. Remember, too, the Ja- 
panese are not arene for transshipments. It is us, the American 
importers, though I think in this particular respect none of our 
particular members engaged in this. 

But the poe here to remember is that the Japanese systems of 
checks and balances was set up so elaborately that the people who took 
these orders, the American importers, did not go to Osaka or Tokyo 
for the regular permits. They went to an entirely different office of 
the Japanese Government and secured a permit, and this Japanese 
Government office issued it without knowing all the facts. 
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Not only that, but these American importers instead of importing 
directly into the United States or through Hong Kong or Central or 
South America, as is usually done, deliberately did it through the 
Netherlands, so they completely threw off the Japanese. But once 
the Japanese discovered that this transshipment was taking place, 
with the help of course of our Commerce and State Departments, 
Japan went to the trouble of imposing a worldwide quota on velvet- 
eens; and hereafter under Japanese regulations the only export per- 
mits which will be issued for velveteens anywhere in the world is 
through one central office in Tokyo, so that there will be a complete 
check of every transaction. 

This, gentlemen, I think demonstrates quite conclusively that the 
Japanese are sincerely trying to live within this voluntary quota. I 
know of no other country which has gone to the great extremes and no 
other exporting industry in the world that has taken the same pre- 
cautions to try to live within what they set up as voluntary quotas. 

I think that these voluntary quotas to a great extent alleviated, or 
should have alleviated, the caobinas of the American textile industry 
if such problems really existed. The loud outcries that we heard at 
one time which caused the bringing about of this particular volun- 
tary arrangement have more or less subsided, except on occasions 
when Congress is considering legislation, and then we hear it all over 
again. 

Over and over again we are given the classic example of velveteens; 
velveteens, gentlemen, as the case study of how imports have injured 
an American industry. First, of all, we ought to recognize the fact 
that there is only one, really only one, company in the United States 
that produces velveteens, One or two others may do it part time or 
on a hit-and-miss basis, but only one that does it as a regular operation, 
normal production, and that company employs only between 600 and 
900 people. Yet this particular industry claims as a segment of indus- 
try that they need the kind of protection that the Tariff Commission 
or Congress might be able to give them, forgetting that because of 
the nature of making velveteens, it is an uneconomic thing for the 
United States to produce—too much labor is involved. 

Let’s look at the statistics and see how they look and see how actuall 
the velveteen industry has not taken advantage of the Japanese vol- 
untary reduction caused by the quota. The United States consump- 
tion of all velveteens, plain backs and twill backs, in 1956 was almost 
13 million square yards, 12,784,300 square yards, to be more exact. 

The total imports from Italy and Japan only amounted to 8,600,000 
square yards, leaving to the domestic source of supply 4,184,000 square 


. Japan deliberately reduced her share of the American market by 
more than a half, down to 2,500,000 square yards. Italy reduced hers 
to 1,350,000 square yards, for an import total of only 3,850,000 square 
yards, ee the United States market with 9,134,300 square yards 
to satisfy. 

The United States industry was unable or unwilling to make up 
the amount that she should have made up. What was the result of 
this voluntary quota? The American industry had a chance to in- 
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crease its production by almost double, and they did not do it. In- 
stead, they raised their prices. 

What did the Japanese do? Because they could not send in as 
much as they did, they raised their prices, too? The Italians did the 
same. Who, gentlemen, took the beating? The American industry ? 
No; the American consumer. 

This is an example which has been cited over and over again of how 
Japanese imports are harming the American textile industry, but 
the facts in this case, I think, rather clearly indicate that it is some- 
thing besides imports that ought to be the scapegoat of all of these 
attacks on Japanese textile imports. 

There is the question, of course, that New England is competing 
with the South. There is the fact that synthetics are taking over a 
great share of the textile market. There is the fact that there are 
mergers and consolidations for tax purposes and also for efficiency. 
These are not problems of reciprocal trade. The American textile in- 
dustry may not be the strongest industry economically in the United 
States, but, gentlemen, compared to the textile industries of the world, 
the United States is the strongest industry by far of all the textile 
industries, Usually she can get along pretty well. 

Domestic industry may say, “Well, yes, Japan does bring in just a 
few items. That’s the trouble. That’s what bothers us now. We 
won’t say that imports alone are responsible. What does come in is 
important, and the reason for these imports is low wages.” 

Wages are an interesting subject, for the simple reason that it is 
hard to define just exactly what real wages are. For example, if 
wages were the only criteria for exports or imports, how does one 
account for the fact that the United States exports in textiles, cotton 
textiles, twice as much every year as Japan sends in—in cotton 
textiles, gentlemen ? 

How do you account for the fact that Canada, which has a textile 
industry of its own, pays its workers less than we do, has given up 
60 percent of the market to American textile exports, and Japan has 
only been able to secure 7 percent? 

It will be interesting to me to see how the American cotton textile 
industry defends itself when the Canadian Tariff Board holds hear- 
ings on the overwhelming share that America has taken of the 
Canadian textile market, and it will be interesting to me to see 
whether they reverse themselves on these arguments of low wages and 
will have to concede that it is not a question of high wages; it is a 
question of meeting peculiar kinds of demand; it is a question of 
quality, of fashion. It is many of these things that determine whether 
the American, or the Japanese, or any other textile fabric or fiber 
throughout the world competes successfully in any market. 

More than that, no matter what you say about Japanese textile 
wages, it is conceded that of all the industry wages paid in Japan, 
the Japanese textile industry pays the highest—for men, for women, 
for both categories together. Not only that, but they give so much 
in the way of fringe benefits that it has been acknowledged over and 
over again in terms of Japan’s own economy the Japanese textile 
worker is far better off than his American counterpart here. 
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We talk about our fair-labor standards and all. Yet remember, 
Japan in the American occupation developed a trade-union program, 
a labor program, very similar to ours. She has many of these stand- 
ards, and slowly and surely she is raising them up. 

When we say all of these things, we must remember most signifi- 
cantly, as I said before, since textiles is the key industry of Japan, since 
Japan is vital to our national security, we cannot afford to single out 
textiles from Japan or any other product, and arbitrarily say, “You 
are going to have to pay to protect American industry.” 

When you are protecting American industry, who are you protect- 
ing? Weare American importers of Japanese textiles. We think we 
are entitled to protection, too. We think the American consumer is 
entitled to protection. We think farmers who send 2 million bales of 
cotton to Japan annually is entitled to protection. We think from an 
economic point of view, aside from the military point of view, when 
Japan buys over a billion dollars worth of products, mostly in agricul- 
tural goods which are in surplus, and sells back to us only $500 million 
worth, or about half, the figures, the simple arithmetic, adds up to the 
fact that we are getting the better share of it. 

There is much more than I can say and, Mr. Chairman, I presume 
that the members of the group have questions, but I would like to try to 
leave 1 or 2 thoughts with this group in relation to this whole Japanese 
textile problem. 

The amount of textiles which Japan sends to this country is almost 
nothing compared to the total domestic production. Yet the hue and 
cry levied against Japanese textiles emotionalizes and dramatizes a 
situation which does not really exist and which I think is used as an 
excuse by many of our domestic producers for some of the ills of their 
own industry. 

We think that weighed in the balance the Japanese purchases of 
agricultural goods are so significant that we cannot afford to lose that 
market. 

We cannot sell without buying, and up to now Japan has been able 
to make up a great part of this trade deficit through military expendi- 
tures which we have made in Japan, but as we withdraw our forces, 
Japan is either going to stop buying our cotton, or wheat, or rice, or we 
will have to allow her to send in more goods. It is that simple. 

When we talk about protection, too, make no mistake about it, the 
fundamental question is not whether a single industry or segment in 
the United States is injured, but the question is whether the Nation 
is injured even more. 

We think in terms of velveteens, in terms of ginghams, in terms of 
the few items that Japan can send in. There is no question in my mind 
that when a key industry like textiles is concerned, a key industry to 
Japan, the balance clearly is in favor of encouraging textile imports 
from Japan. 

Thank you. 

(The prepared statement of Mr. Masaoka follows :) 
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RECIPROCAL TRADE AGREEMENTS ACT EXTENSION 


Statement of the American Importers of Japanese Textile, Inc., to Committee 
on Ways and Means, House of Representatives, February 28, 1958 


SUMMARY 
I. Concern for legislation. 
a. In national interest. 
b. Trade with Japan should be encouraged 
c. Facts relating to Japanese textile imports should be told. 
II. Position on administration bill. 
a. Endorse principle of reciprocal trade agreements. 
b. Prefer indefinite extension, but 5 eee extension acceptable. 
ce. Oppose authority to increase tariffs 50 percent over 1934 rates. 
d. Propose as substitute Federal ‘‘adjustment’”’ program to help workers, mills and plants, and 
communities, where injury from import competition is shown. 
e. Op emasculating amendments, such as Soprioies President of authority over Tariff 
Commission recommendations and imposing of quantitative general or specific commodity 
port quotas, 
f. Oppose any further fragmentizing of industry segment definition. 
III. Domestic industry allegations against Japanese textiles. 
a. No United States postwar economic aid used to rebuild cotton textile industry. 
b. Japanese textile workers not exploited. 
ce. Wages not primary reason for Japanese imports. 
d. Imports not responsible for domestic industry troubles. 
e. Statistical import impact not frightening. 
f. Facts on import concentration. 
1. Ginghams. 
2. Velveteens. 
3. Cotton pillowcases. 
4. Cotton blouses. 
[lV. Japanese voluntary quota control system. 
Quantitative limitations. 
Operation of quota program. 
Results of first year’s operations. 
Transshipment problems. 
Impact of quota on the American economy. 
Impact of quota on the importers. 
V. Extraordinary risks assumed by eres 
a. Ten specific obstacles or handicaps assumed by importers. 
b. No trade unless price differential sufficient to justify risks. 
VI. Importable textile items. 
a. Explanation for economic limitation on Japanese imports. 
b. Price cost example of limitation on fabrics. 
c. Price cost example of limitation on garments. 
d. Tariff Commission statement on competition from Japanese textiles 
e. Diversification dilemma. 
VIL. Future competition from imports not threatening. 
a. Japanese Government controls and policies. 
b. Exploitation of domestic markets and dependence decline on foreign markets 
VIIJ Wool textile imports. 
a. Wool textile import problems generally identical to cotton’s. 
b. Office of Defense Mobilization statement. 
c. Geneva reservation concession. j 
d. Tariff Commission findings on wool glove imports. i 
IX. Toyo cloth op imports. 
a. Tariff Commission dismissed application for investigation. | 
X. Reciprocal trade mutually beneficial. | 
a. Overall national commerce statistics. 
b. United States-Japan trade balances. 
c. Raw cotton purchases by Japan and exports of textiles to United States. 
d. Japan-United States trade mutually advantageous. 
XI. ——— trade beneficial to consumers, too. 
a. Consumer preferences should be considered. 
b. Report of Joint Committee on the Economic Report on consumer rights. 
XII. Reciprocal trade aids in national defense and security. 
a. Statement of Defense Secretary McElroy. 
b. Statement of Secretary of State Dulles. 
c. Japan key nation in Far East. 
XIII. Asian common market and free trade area. 
a. Red China hopes for common market and free trade area in southeast Asia. 
b. Japan may attempt organization of Asian common market and free trade area. 
c. Reciprocal trade agreements authority needed to negotiate favorable trade terms. 
XIV. Summary and conclusion. 
a. Legislation offers opportunity for leadership. 
b. Federal “‘adjustment”’ program for import injuries. 


Peaeop 


Mr. Chairman and members of the committee, my name is Mike Masaoka, 
Washington representative of the American Importers of Japanese Textiles, Inc., 
a trade association of domestic companies and individual Americans who are 
concerned with the national interest involved in Japanese textile imports, incor- 
porated under the laws of the State of New York. Approximately 70 percent 
of all Japanese textile products imported into the United States are handled 
by members of cur organization. 
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Concern for legislation 


Our concern in this pending legislation—extension of the Reciprocal Trade 
Agreements Act—arises from three basic facts. 

First, as Americans primarily interested in the safety and prosperity of our 
Nation, we are convinced that increased international trade and commerce on 
a reciprocal, mutually advantageous scale is in the national self-interest of the 
United States from every possible viewpoint—economic, national security, and 
diplomatic. 

The Secretaries of Commerce, Defense, Agriculture, State, and Labor and the 
Under Secretaries of the Treasury and Interior—7 of the 10 executive depart- 
ments of our Government—have testified personally to the national self-interest 
involved in this program. Business and industry would be helped; the national 
defense and the national security enhanced; the farmers aided; our interna- 
tional friendships improved and our mutual security alliances strengthened ; 
our overall employment increased; our national economy invigorated; and our 
natural resources conserved. These are among the positive benefits to the United 
States in extending the reciprocal trade agreements program as testified to by 
eaee most responsible in executive and administrative capacities for our general 
welfare. 

Second, as Americans who understand the crucial importance of Japan as a 
western outpost of the free world, we feel that trade with Japan must be 
encouraged in order that she may become a more powerful ally. The only 
industrial nation in the Far East, she is coveted by both Red China and the 
Soviet Union as the key to mastery of all Asia. Reciprocal trade with Japan 
is the most effective and least expensive method of keeping her economy strong 
— to withstand the blandishments of communism from both within and 
without. 

Third, as Americans who import textiles from Japan, we are painfully aware 
that Japan has been a major target of those who would restrict international 
commerce and oppose any extension of the reciprocal trade agreements program 
except possibly with such emasculating amendments as to do more harm than 
good to the cause of world trade and comity among the free nations. We have 
experienced the vulnerability of Japanese exports to emotional, prejudicial, and 
dramatic appeals. We, therefore, believe it to be our duty to present the facts 
as we know them and to refute some of the more blatant charges against Japanese 
textile imports in order that the Congress may better evaluate the vital necessity 
for extending this mutual trade program. 


Position on administration bill 


We endorse the principle of reciprocal trade, which has been the cornerstone 
of our foreign trade policy for the past quarter century. 

We accept the administration’s proposal for a 5-year extension, although we 
would prefer that the extension be indefinite. 

We oppose the administration’s request for authority to increase duties more 
than the current statute allows by changing the base date for computing increases 
in tariff rates from July 1, 1945, to July 1, 1934, when our schedules were the 
highest in our history. 

At the same time, however, we suggest as an alternative some Federal adjust- 
ment program to aid workers, mills and factories, and communities that are, 
in fact, seriously injured by import competition. This adjustment program 
should not be used, as we view it, to subsidize uneconomic industries or seg- 
ments thereof but rather to enable them to adjust to more economic production 
which will offer better rewards and opportunities. 

We also oppose any emasculating or restrictive amendments that may be 
considered which are intended to discourage more liberal trade practices. 

Two such amendments have been suggested by witnesses before this committee. 

One would deprive the President of his authority to accept, reject, or modify 
Tariff Commission recommendations as he now does on the basis of compre- 
hensive and often highly confidential and classified information available to him 
alone and in the interests of national security and welfare. 

The other would impose general or specific commodity quotas on imports, a 
policy contrary to freer trade principles and one calculated to result in retalia- 
tory action that might well lead to economic isolationism and nationalism and 
destroy the grand alliance of free peoples we have so painstakingly brought 
together. 
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Finally, we oppose any refining of the definition of industry or segments thereof 
which will make freer trade principles meaningless. To recognize for tariff 
relief matters a single mill, factory, plant, store, or product, for example, we 
think is contrary to the national interest. 

Trade is a two-way proposition. If we want to sell, we must also buy. 

Moreover, we cannot wage trade war on one hand and on the other seek 
military and security alliances. 


Domestic industry allegations 


Before commenting on the many constructive aspects of an extension of the 
reciprocal trade agreements program, it might be helpful to examine some of the 
more common allegations made by the opponents of this legislation against 
Japanese imports in general and against Japanese textile imports in particular. 

Since many of these charges have been answered in detail in the submission 
which we made to the (Boggs) Subcommittee on Foreign Trade Policy last fall 
and which has been included in the printed Compendium of Papers on United 
States Foreign Trade Policy (pp. 917-998) of this committee, may we incor- 
porate by reference our statement to the subcommittee. 

At the same time, however, may we also identify and try to summarize for 
the record the facts relating to some of the more common allegations which have 
been made or suggested during these hearings. 


Postwar United States aid to Japanese teatile industry 


The notion is prevalent that the Japanese cotton textile industry was rebuilt 
after hostilities by postwar economic aid to Japan during the period of United 
States occupation. 

Kojiro Abe, chairman of the All Japan Cotton Spinners Association, in a 
memorandum submitted on behalf of his association, Japan Cotton Weavers As- 
sociation, Japan Cotton Textile Exporters Association, and Japan Textile 
Products Exporters Association—representing the entire industry—to the 
(Boggs) Subcommittee on Customs, Tariff, and Reciprocal Trade Agreements in 
Tokyo in December 1956, emphatically denied this motion. 

After discussing the immediate postwar history of the cotton textile industry, 
Mr. Abe declared: “To recapitulate, direct aid from American taxpayers was not 
responsible for the postwar development and rehabilitation of the Japanese 
cotton industry. 

“Private loans from Japanese banks were the principal source of funds for 
the purchase and repair of machinery and plant equipment, as well as the con- 
struction of mills and related facilities. Moreover, the Japanese cotton industry 
has repaid in full, in yen, the cost of all the raw cotton made available to us 
(by the American occupation authorities) .”’ 


Status of Japanese workers 


A common impression among too many Americans is that Japanese textile 
workers are exploited ; that they are paid substandard, coolie wages. 

Admittedly, Japanese textile workers are paid low wages compared to em- 
ployees in this country. But, Japan’s wages are the highest in Asia. As a 
matter of fact, those engaged in the cotton-spinning industry for export are the 
highest paid workers in the nation, both as to men and as to women workers, 
as well as together. The same certainly cannot be said of our textile workers, 
whose wages are among the lowest paid in our country. 

Moreover, they are given so many fringe benefits—semiannual bonuses, housing, 
hospitalization, meals, educational opportunities, recreational facilities, ete.— 
that, relatively speaking, in terms of the respective economies in which they 
live, the Japanese cotton textile workers are better off than are our own workers. 
Furthermore, because of the paternalistic system which assures compensation 
even when mills are shutdown, Japanese workers enjoy greater job security 
and unemployment benefits than does his United States counterpart. 

Indeed, it is interesting to recall that, as long ago as 1937, Dr. Claudius 
Murchison, then economic adviser to the American Cotton Manufacturers Insti- 
tute, admitted that “in our competition with the Japanese textile industry, 
we are not competing with labor exploitation or with lower living standards 
* * *| We derived no impression that they (the Japanese workers) were sub- 
jects of exploitation.” 

Obviously, since 1987, Japanese labor standards and statutes have been sub- 
stantially improved, particularly during and after the period of the American 
occupation. 
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At the present time, 99 percent of the cotton-spinning mills in Japan are 
completely unionized. Contrast this with the 16 percent of unionization in 
our Southeastern States, where most of our mills are located. These are not 
company unions organized to prevent organized labor from participation but 
are locals of the aggressive Japan Federation of Textile Workers Union, affiliated 
with the non-Communist International Confederation of Free Trade Unions 
since 1950 and with the International Federation of Textile Workers Associa- 
tion since 1951. The American Federation of Labor-Congress of Industrial 
Organizations (AFL-CIO) is affiliated with the former, and the Textile Workers 
Union, AFL-CIO, with the latter. 


Japanese imports and low rates 


It is too easy a temptation to blame dollarwise low Japanese wages for textile 
imports into the United States. 

If wages were the sole, or even primary consideration, then India (paying 
less than half of Japan’s average wage), Hong Kong, Mexico, and others with 
lower wage scales than Japan should be the major exporters to this country, 
instead of Japan, the United Kingdom, France, Italy, etc. 

Moreover, if wages were so important, how does one account for the fact 
that the United States, with our higher wages, exports almost 60 percent of 
all the textiles purchased by Canada, which, with lower wages than ours, 
struggles to maintain a textile industry. Japan shares in only about 7 percent 
of the textile imports into Canada. In other words, if wages alone were the 
criterion of foreign trade, how does one explain that in many third countries, 
the United States can outcompete the Japanese for the same markets. After 
all, one cannot lose sight of the fact that in 1955, 1956, and 1957, the United 
States exported about twice as much in cotton manufactures than she accepted 
in imports. 

The report (No. 1312) of the Joint Committee on the Economic Report, 84th 
Congress, 2d session, makes this interesting observation: “Low-wage and high- 
wage countries are not barred from carrying on mutually beneficial trade. This 
is because wages are only one element in total money costs, and money costs 
or prices must be compared through an exchange rate which is subject to 
adjustment. Further, low wages are generally a sign of low productivity. 
Relatively plentiful labor is paid low wages, but usually produces so little 
per capita output that the price of a final product is just as likely to be higher 
as it is lower than the product price in a high-wage country. But low-wage 
countries do tend to have a comparative advantage in the production of goods 
which require much labor, while high-wage countries have a comparative ad- 
vantage in the production of goods which require a higher proportion of capital 
or material resources in their manufacture.” 

Japan is a nation in which labor is plentiful. It can, therefore, produce 
and export certain textile items to the United States. It must not be over- 
looked, however, that Japan does not, and cannot, successfully compete in the 
American market for all the textile trade. Indeed, Japan’s exports are limited 
to a relatively few articles. 


Imports blamed for industry ills 


To blame Japanese textile imports for the troubles of the domestic textile in- 
dustry is an easy and emotional appeal that too often conceals the real reasons 
for the many difficulties in which our United States manufacturers find them- 
selves from time to time. 

The total Japanese textiles imported into this country is less than 2 percent of 
our total domestic production. Additionally, Japanese textile imports are lim- 
ited to a relatively few items and so do not affect the whole industry, with 
its hundred and perhaps thousands of standard and specialty articles. 

To attribute Japan’s small import totals for the ills of one of the major 
giant industries of our Nation is to gloss over competition from synthetics and 
other manmade fibers; the changes in consumer preferences; geographical com- 
petition between producing areas; liquidations and mergers for tax purposes, 
as well as for greater efficiency ; overproduction (three shift operations) ; etc. 

The Wall Street Journal, for May 21, 1956, pointed out that even some tex- 
tile executives admit—privately—that claims about their industry being pushed 
to the brink of disaster or beyond are extravagant. Some of these executives 
agree, according to this same financial and trade journal for May 29, 1956, 
that such claims are the result of a massive and well organized anti-import cam- 
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paign and admitted that many mills are using the Japanese as whipping boys 
just because of poor business. 

In assessing Japanese textile imports for responsibility for the curent plight 
of the domestic industry, it should be kept in mind that the economic well- 
being of the American textile industry is of serious concern to importers of 
Japanese textiles, for a strong and prosperous domestic industry reflects an 
active and profitable market for both imported and homemade products. 

Since very few Japanese textile items are always competitive with our com- 
parative merchandise, most Japanese articles can be imported and sold com- 
petitively only when the American market is high and the Japanese market is 
low. It is important, therefore, from the viewpoint of the importers that the 
domestic industry be healthy and progressive. 


Statistical impact of imports 

While the records reveal that relatively few Japanese imports may compete 
successfully in the United States markets, there are those who argue that the 
very impact of these few items are such as to threaten the entire domestic 
industry. 

Overall exports of all cotton textiles, including made-up goods, are now 
limited by the so-called voluntary Japanese quota to a maximum of 235 million 
square yards. This export ceiling is equivalent to about 106,000 bales of raw cot- 
ton, or about one-tenth of the raw cotton that the United States sold to Japan 
last year. The impact of Japanese exports, then, was about 1.2 percent, when 
contrasted to the 9,147,000 bales of raw cotton consumed by the domestic mills 
in 1955. These 106,000 bales imported into this country in manufactured tex- 
tiles are comparatively insignificant when compared to the 1,725,000 bales of 
raw cotton which were lost to other fibers and nonfibers the same year, accord- 
ing to an estimate of M. K. Horne, chief economist for the National Cotton 
Council of America. 

Total United States exports of manufactured cotton textiles in the lowest 
postwar year (1955) amounted to 542 million square yards, or more than 4 times 
as much as Japan’s post-war high of exports to this country. Also, although 
the postwar boom when we were supplying the world is over, it is noteworthy 
that American exports are substantially above those in prewar years, including 
1940. 

In the light of these statistics, it is difficult to visualize Japanese imports as 
greatly or even materially influencing United States exports and the domestic 
market. 


Selected import items 

While conceding that Japanese imports into the United States may not be 
large in terms of total domestic consumption, there are those who argue that 
Japanese items are concentrated on a few selected items and injury is thereby 
sustained by certain segments of the American industry. 

It is only. natural, of course, that American buyers of Japanese textiles order 
only those particular commodities which are more efficiently produced in Japan 
and which can be sold to the United States consumer, that is quality merchandise 
at reasonable prices. 

During Tariff Commission hearings on some of these items, it was brought 
out that Japanese imports increased to meet increasing demands on the part 
of the consumers, demands which could not be filled by the domestic industry 
alone. In many instances, too, Japan helped to increase the total United States 
consumption by developing new markets. 


Ginghams 

Early last year (1957), the Tariff Commission terminated its escape-clause 
investigation on gingham cloth imports because Japan initiated a 5-year volun- 
tary control program on cotton textiles, 

Gingham producers comprise only 3 percent of the domestic cotton mills and 
account for only 2 percent of the total cotton production. 

From 1951 to 1956, the latest figures available to us, the domestic production 
of ginghams increased from 157,700,000 square yards to 250 million square 
yards. The rather spectacular domestic increase in production corresponds 
to the period of increasing Japanese imports of this same cloth. 

In 1956, the United States production was 250 million square yards, with 
Japanese imports totaling 49 million square yards. 
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Under the voluntary Japanese quota program, gingham imports are restricted 
to 35 million square yards annually, or just about half the increase in domestic 
production from 1954 to 1955. 


Velweteens 


Although only one company in the United States is a manufacturer of velve- 
teens, an escape clause investigation by the Tariff Commission resulted in a 
recommendation for an increase in the duties. The President, however, declined 
in 1957 to take action on these recommendations because Japan imposed a 
voluntary quota on its velveteen exports. 

Because of the vagaries of consumer demand, the differences in imported and 
domestic commodities and the uses to which they are put, and the influences 
of the various fashion trends, it is difficult to assess the impact of Japanese 
velveteens. Nevertheless, it seems clear that Japanese and Italian imports 
found new markets and new uses for velveteens and expanded the total Ameri- 
can consumption. Indeed, it is questionable whether the single United States 
company can increase its production sufficiently to make up for the voluntary 
cutbacks imposed by Japan (for 5 years) and Italy (for 1 year). 

Japan voluntarily relinquished more than half of its market (6,759,700 square 
yards in 1955) by imposing a ceiling of 2,500,000 square yards. Italy restricted 
her exports to 1,375,000 square yards (1957). Total United States consumption 
in 1955, the peak year, was almost 13 million square yards (12,800,000), with 
domestic production only about 4 million square yards (4,184,000). Japanese and 
Italian imports, as well as the 1955 domestic production, add up to 8,059,000 
square yards. This provides the domestic company with an opportunity to 
increase its production by almost 5 million square yards (4,741,000), or more than 
total United States production for the year 1955. 


Cotton pillowcases 


Subjected to escape clause investigations by the Tariff Commission in 1956, 
the Commission found that ““* * * no sufficient reason exists for a recommenda- 
tion to the President” that these imported Japanese cotton pillowcases have 
caused or threaten to cause serious injury to the domestic producers. 

Part of the Commission conclusions note that “* * * it is apparent that the 
volume of domestic production does not vary inversely with the volume of im- 
ports but rather is a function of an aggregate of variables among which the 
volume of imports are not even the most important. Moreover, far greater vari- 
ations in annual production occurred in the years before 1953, when imports were 
negligible, than have occurred since. The Commission must therefore conclude 
that there is no significant correlation between the level of production and the 
level of imports. The Comission also observes that between 1954 and 1955 (the 
year of highest imports) domestic production of pillowcases made of muslin or 
percale sheeting declined much more than did the domestic manufacture of 
printcloth pillowcases. Notwithstanding, no domestic manufacturer of muslin 
or percale pillowcases claimed serious injury from import competition.” 

The alleged concentration of Japanese pillowcases occurred in 1955 when 977,- 
171 dozen were imported. 

Even though the Tariff Commission officially found that these imports were not 
injuring or threatening injury to the domestic industry, Japan voluntarily im- 
posed a quota of 400,000 dozen annually—less than half their 1955 level of 
pillowcase exports. 


Cotton blouses 


Japanese cotton blouses were also the target of an escape clause investigation 
before the Tariff Commission. The petition was withdrawn, however, by the 
domestic industry when Japan announced a ceiling of 2144 million cotton blouses 
annually in the spring of 1956. Last year, Japan reduced this quota to 1% mil- 
lion dozen yearly. 

The unfavorable and unprecedented publicity 2 years ago concerning so-called 
“dollar blouses” resulted from an unfortunate circumstance which probably 
will never be repeated. Too many American buyers ordered far more blouses 
from Japan than they could reasonably sell on the United States market. This 
resulted in heavy losses for all concerned—the manufacturers and exporters in 
Japan and the importers, jobbers, wholesalers, and retailers in this country— 


with “distress” sales as the ultimate consequence. 


About the only beneficial result of that bitter experience is that American 


importers are now on notice that they cannot place orders in Japan indiscrimi- 
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nately and without regard to market trends and conditions. Promiscuous plac- 
ing of orders in Japan, or elsewhere, without adequate study of the factors 
involved, is not good business practice under any circumstance. Now that Japan 
has voluntary quotas, as well as check prices, a repetition of the “dollar 
blouse” tragedy is happily a thing of the past. 

In spite of the allegations against these “dollar blouses,” production figures for 
the domestic cotton blouse industry reveal that every year except one from 1947 
has seen substantial increases, from 995,000 dozen in 1947 to 9,093,000 dozen in 
1956, the latest available year. Indeed, there is reason to suspect that Japanese 
imports helped to increase domestic production, because in the years when these 
blouses were being imported in quantity, production increased more than three 
million dozen a year (from 6,653,000 dozen in 1953 to 9,715,000 dozen in 1955). 


Peril points on Japanese imports 


Although domestic industry petitioned for escape-clause investigations by the 
Tariff Commission on Japanese gingham, velveteen, and pillowcase imports, it 
is worth noting that, according to the State Department “Analysis of Protocol 
(including schedules) for Accession of Japan and Analysis of Renegotiations of 
Certain Tariff Concessions” under the General Agreement on Tariffs and Trade 
(GATT), negotiated in Geneva, Switzerland, February—June 1955, “on the im- 
port side, no concessions were granted which exceeded peril points [determined 
by the Tariff Commission to be that point below which additional tariff reduc- 
tions would invite such import competition as to injure domestic industry], 
and all were scrutinized in accordance with the safeguarding procedures for 
the administration of the Trade Agreement Act.” 


Voluntary Japanese quota program 


Two years ago (1956), as a goodwill gesture and to aid in the orderly develop- 
ment of the American market, even at considerable hardship and sacrifice to 
the Japanese industry, the Japanese Government imposed voluntary quotas on 
cotton fabrics exported to the United States (print cloth, 20 million square 
yards; velveteens, 5 million square yards; ginghams, 70 million square yards; 
blouses, 2,500,000 dozen, etc.). 

Last year, following long discussions and consultations and with the approval 
of this Government, the Japanese imposed an overall voluntary export control 
or quota program on all cotton textiles to be exported to the United States for 
the next 5 years. The ceiling was set at 235 million square yards annually for 
all cotton textile exports, or a voluntary reduction of about 35 million square 
yards from their 1955 export total. 

The overall quantitative quota is subdivided into five major groups or cate- 


gories, as follows: 
{In millions of square yards] 


BR AR SEMI ai CE EL Oe re ee 113 
Group II. Made-up goods, usually included in United States cotton broad- 
> eee sn inininsenieneionenpetesnnrmepeney 30 
Ce eee ee eM ed on crea 71 
I al edt ll ccs eri ect 12 
Geen  v. seeeeemoons corcom textes. eee 9 
Tn I al eh siaiinabeaieensib etanseina'avewaneire tei infee sive 235 


Within the group I, cotton cloth, category, specific quotas were set for ging- 
hams (35 million square yards), velveteens (2,500,000 square yards), and other 
fabrics (75,500,000 square yards). The gingham and velveteen quotas are not 
subject to change for 2 years—1957 to 1958. 

Within the other-fabrics limitation, specific quotas were set for sheeting, 50 
million square yards; shirtings (80 by 80 type), 20 million square yards; other 
shirtings, 43 million square yards; twill and sateen, 39 million square yards; 
poplin, 25 million square yards; yarn dyed fabrics, 24 million square yards; and 
other fabrics, 44 million square yards. In this category, the total exports of 
fabrics made from comb warp and filling are not to exceed 26 million square 
yards. 

Within the group II, made-up goods usually included in the United States cot- 
ton broad woven, category specific quotas were established for pillowcases 
(plain), 400,000 dozen; dishtowels, 800,000 dozen; handkerchiefs, 1,200,000 doz- 
en; table damask, value of $3,720,000, or an estimated 468,000 dozen sets; and 
other items, 1,875,000 pounds, based on a conversion basis of 4.6 yards to 1 pound 
of cotton. 
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Within the group III, woven apparel, category, specific quotas are designated 
for blouses, 1,500,000 dozen; sport shirts, 750,000 dozen; dress and work shirts, 
300,000 dozen; brassieres and other body supporting garments, 600,000 dozen; 
shorts and trousers, 600,000 dozen; and other woven apparel, 2,321,000 pounds. 

Within the group IV, knit goods, category specific quotas are listed for men’s 
and boys’ T-shirts (short sleeve, white, no button, no collar, usually round neck, 
sometimes V-neck, commonly called marukubi shirt in Japan) (500,000 dozen), 
gloves and mittens (450,000 dozen), and other knit goods (1,477,000 pounds). 

Within the group V, miscellaneous cotton textiles, category no specific quotas 
are established, but the principle of diversification and avoidance of excessive 
concentration on any particular item was recognized. Cotton floor coverings, 
fish nets and nettings, cotton thread, etc., are included in this classification. 

The Japanese, furthermore, agreed that with respect to made-up goods no 
specific quota would be established, but that the Japanese Government will con- 
sult with the United States Government to determine appropriate courses of 
action whenever it appears that there is developing no excessive concentration 
of exports in a particular item, or if there are other problems (e. g. possible 
problems resulting from excessive concentration of exports of end items made 
from a particular type of fabric, such as the use of gingham in the manufacture of 
an excessively large portion of exported blouses, sport shirts, ete.) . 

The Japanese placed a single condition on her imposition of voluntary quotas 
on cotton textile exports, i. e. “* * * that all feasible steps will be taken by the 
United States Government to solve the problem of discriminatory State textile 
legislation and to prevent further restrictive action with regard to the impora- 
tion of Japanese textiles into the United States.” 


Operation of quota program 


The administration and enforcement of the voluntary quota system is super- 
vised by the Japan Cotton Textile Exporters Association, whose members export 
over 90 percent of all cotton fabrics sent to this country, as far as cotton fabric 
exports are concerned, and by the Japan Textile Products Exporters Association, 
whose membership exports nearly all of the cotton made-up goods, as far as 
these made-up goods are concerned. 

Nonmember exporters are required by the Government to comply with the 
regulations and rules set down by these two associations for their own members. 


Results of first year’s operations 


Unofficially, it is our understanding that Japan was not able to fill its overall 
quota by about 9 percent during the first year of voluntary export controls. 

Although the program took some time to become operational because of the 
allocations that had to be made, the promulgation of the rules and regulations, 
and the setting up of the administrative supervisory personnel, we know that 
every effort was made to fill the quotas by exporters who did not want to give up 
any future allocations. This accounts for the fact that during November and 
December there was a rush to try to fill the unused quotas before the end of the 
year. 

We have not been able to secure complete breakdowns on the individual groups 
or categories, but it is our understanding that while ginghams and velveteens 
were practically filled up, all other fabrics in group I (sheetings, shirting, twills 
and sateens, poplins, ete.), were filled to only about 75 percent of their ceiling. 

Group II came within some 5 percent of being completely filled, group III 
within 1 percent, group IV within 2 percent, and group V within 8 percent. 
These are all unofficial and preliminary estimates, of course. 


Transshipments problem 


We are well aware that transshipments may have taken place on such items 
as velveteens. While we do not like to point the finger at ourselves, it is only 
fair to confess that transshipments through third countries are caused by im- 
porters who desire to circumvent the export control program. We do not believe, 
however, that any member of our particular organization is guilty of such 
practices. 

Our experience during the past year has convinced us that both the Japanese 
Government and the Japanese exporters did everything they thought possible 
to prevent obvious transshipments, for they realized that some segments of the 
United States industry would accuse them of bad faith and misrepresentation. 
They developed special procedures to try to forestall transshipments through 
Hong Kong and South and Central American countries generally. 
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We also know that the Japanese Government and exporters are cooperating 
with United States officials in investigating possible transshipments, which, 
incidentally, are entirely legal. 

We believe that the Japanese will tighten up their procedures and devise 
new means of preventing transshipments this year and in the future. We know 
that both the industry and the Government are doing everything possible to 
demonstrate their responsibility in carrying out the spirit and the letter of the 
voluntary quota program. As a matter of fact, no other government that we 
know of, and no other exporting industry, have taken the precautions that the 
Japanese have to honestly and effectively administer this voluntary quota system. 
They are to be commended, not condemned, for the record achieved in their first 
year of operation. 

We have faith and confidence that the Japanese will not knowingly initiate 
or participate in any untoward activity, for they appreciate the long-term 
implications of their actions. They realize that the United States market is 
their most stable and reliable one. They will not tolerate any practices which 
will tend to destroy or curb their markets in this country. 

This accounts for their voluntary quota limitations, for example. 


Quota impact on American economy 


In many ways, the voluntary quotas imposed by Japan are injurious to our 
own economy. American manufacturers, without the competition of imports, 
may well raise their prices, and thereby destroy parts of the textile markets 
which are now available to them by encouraging the development of substitute 
textiles and synthetics. Marginal manufacturers unwilling to improve manage- 
ment, production, and sales methods, are encouraged to remain in the field. But 
the biggest loser is the American consumer who no longer will be able to purchase 
the merchandise of his own selection and who will be forced to either pay higher 
prices or go without. 

It is our contention that American industry should not be allowed to use 
these voluntary quotas as an excuse to continue inefficient, uneconomic, and 
unnecessary operation. The domestic industry should be required to improve 
their techniques and methods or to convert to the manufacturing of other products 
which are more competitive. American labor and management should not for- 
ever be saddled with the manufacturing of certain textile goods which can best 
be produced in a less-developed economy which has a plentiful supply of labor. 
Our Government policy should be one to encourage higher wages for the worker 
and higher profits for management, while, at the same time, providing better 
quality merchandise at lower prices to the consumer. Artificial and arbitrary 
barriers to such a policy, based upon local or selfish and temporary considerations, 
should not be tolerated to impair progress. Such a policy too will give inspira- 
tion to the less-developed countries of the world to build up their own economies 
in the hopes of trading with us, buying those goods which we can manufacture 
or grow most efficiently and selling those products which they can manufacture 
more economically and efficiently than we. Such international commerce would 
benefit our economy and destiny more than any shortsighted policy of momen- 
tary expediency. 


Quota impact on American importers 


The Japanese voluntary quota has seriously crippled American importers in 
our business. We can no longer place orders for various cotton textiles in any 
amount we may desire. 

Under the allocations system devised, popular goods are unavailable because 
the quota is always filled. The only items available are those for which there is 
little demand. 

Some of our members have had to cancel orders already received because they 
could not import these particlular items from Japan. Their quota was used up. 
Others had to reduce their requirements. 


Handicaps of importers of Japanese textiles 


The impression persists that American importers of Japanese textiles do not 
have to overcome many obstacles to compete in the domestic market for sales. 
Quite the contrary is true, for we importers work under many difficult handicaps 
in competing with domestic products. 

First, the importers must hurdle the tariff wall which has been erected to 
“protect” the domestic manufacturers. To the importer, these duties represent 
not “protection” but “discriminatory subsidies” which he must overcome, 
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Although American tariff rates generally are not high in relation to other 
countries, in the case of certain textile items, especially mass-production goods, 
they are considered “prohibitive.” An example in point is corduroy. 

Second, ocean freight and insurance are added costs which the domestic manu- 
facturer does not have to assume. Often a single cent can make a difference in 
the competitive position of a textile item especially in piece goods. 

Third, the importer must take into consideration the “lead time” required for 
the delivery of imported textiles. Estimates of some importers are that it takes 
twice as long for delivery from Japan as it does from domestic mills. This time 
element often makes the difference between a sale, or none being made. This 
delivery factor accounts for the inability of Japanese textiles to compete in the 
field of fashion and style goods which depend upon design and color. 

Delivery of imports involves more than just lead time, however. If the de- 
livered item does not meet specifications, sales for an entire season may be lost 
because of the time factor in bringing in another shipment. The domestic seller 
has this same problem, it is true, but the great differences in the distances 
involved make it easier for him to make an adjustment. 

Fourth, there are almost no spot transactions which can be made by the 
importers, again because of the distance factor. This places him under a serious 
handicap in his ability to take advantage of changing market conditions. 

Fifth, the securing of a letter of credit or L/C at least 30 days before the 
shipment is made ties up the money of an importer to his disadvantage. The 
80 days before shipment means that money is invested in the imports for a 
minimum of 70 to 90 days on which he must pay interest. 

Sixth, the importer must work on small margins or markups because of the 
difficulty in meeting the prices on the domestic market. This profit margin 
limits his ability to merchandise or promote the sale of his commodities. The 
added expense of advertising, for instance, could price him out of competition 
with the domestic product. 

Seventh, the importer faces difficulties in communications which his domestie 
competitor does not have to overcome. Inasmuch as the manufacturer in Japan 
is some eight to ten thousand miles away, communications are not only more 
difficult but also more expensive and time consuming. To explain the require- 
ments of the market, for example, takes from 10 to 14 days by airmail. A tele- 
phone call costs five times or more than it does from New York City to any point 
in the United States. A cablegram costs 30 cents a word. Then, there is the 
language barrier that also has to be overcome in many instances. All this adds 
up the cost to the importers. 

Eighth, Japanese cotton textiles face market prejudice that infers lower 
quality and cheaper price. Accordingly, the price differential on certain goods 
must be considerable, at least 7 to 10 percent, if the imports are to be sold 
competitively with its domestic counterpart. 

Ninth, cultural differences, existing between the importers in many cases and 
the Japanese manufacturers, make it more difficult to conduct satisfactory busi- 
ness relationships as contrasted with domestic operators or European exporters 
and manufacturers. 

Tenth, the usual business risks that challenge all business enterprise are 
added to the sometimes extraordinary handicaps that the importers must 
overcome, 

These extraordinary burdens that the importer of Japanese textiles must 
assume in carrying on his business are emphasized in order that the misconcep- 
tion that the importer of foreign goods conducts a relatively safe and simple 
operation may be destroyed. 

These handicaps that must be overcome to compete successfully in the Ameri- 
can market are stressed to demonstrate the necessity for the approximately 10 
percent differential between domestic and imported items the importers must 
secure if he is to assume the numerous extra risks incidental to the responsi- 
bilities of being an importer. 

Only items that can absorb this 10 percent differential have any chance for 
competition on the domestic market, for Americans generally will not purchase 
an imported article, other factors being equal, when there is a comparable or 
identical local product selling for the same price. 


Importable textile items 


Most member importers emphasize that, regardless of what the domestic 
industry claims, there are only a few Japanese cotton textile items that can be 
said to be truly competitive. Surprising as this may seem, they were able to 
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name only about 3 or 4 types of cotton fabrics that can be imported on a steady 
basis, and about 6 other types only on a once-in-a-while basis. For the bulk of 
cotton broad woven cloth, the Japanese products are outpriced by the domestic 
items because of American prices, high tariffs, or the inability to compete with 
the latest fashions, designs, and colors. 

It is only in a few fabrics such as velveteens, ginghams, and 1 or 2 others 
that the Japanese are able to compete with the American commodity. This 
explains the complaints by domestic industry relative to a few articles. The 
once-in-a-while imports are fabrics whose prices become competitive only when 
the Japanese market is depressed at the same time that the United States market 
is prosperous. World conditions are such that these circumstances seldom occur 
simultaneously. 

To illustrate the cost factors which prevent the importation of most Japanese 
textiles, here is a breakdown for example of corduroys. 

The specific item in question is dyed cotton corduroy—No. 3026 (36 inches 
in width). Its f. o. b. price is Japan is 46 cents. Ocean freight cost another 
5 cents, with insurance at 0.3 cents. The duty is 23 cents and the entry charges 
(freight forwarders fees, cartage, etc.) are 1 cent. The brokerage commission 
is 1.5 cents and the importers’ margin 5 cents (about half of usual margin). 
All this adds up to 81.8 cents for the Japanese import. 

The United States manufacturers’ price for the same corduroy is 59 cents, or 
a price-cost differential in favor of the American product of 22.8 cents. 

As with fabrics, only a few Japanese-made garments are competitive enough 
to share the American market. In the field of made-up goods, not only must 
the articles compete on a price basis, but also on other aspects such as colors, 
styles, designs, etc. Essentially, Japanese imports must compete in the second- 
ary, rather than the primary markets. They can only follow, not lead, in 
fashions, for instance. Because of this, Japanese imports are almost always 
in competition with American garment makers who are also followers, not 
creators, of trends. In many cases, these companies are either marginal or 
inefficient, for they do not have the handicaps to overcome that the Japanese 
imports have, in order to be competitive. The competition is thus confined to 
the highly elastic-demand lines of blouses, children’s wears, boys’ sports 
shirts, ete. 

A breakdown of the cost factors in dress shirts (cotton—40’s—210) is given 
as an illustration of why most Japanese apparels cannot compete in the United 
States market. 

The f. o. b. price in Japan is $3.50 a dozen. Insurance and freight total 50 
cents, duty 88 cents, entry charges 5 cents, broker’s commission 15 cents, 
importers’ margin 25 cents, wholesalers’ markup 80 cents. This makes the price 
to the retailer $6.13. Comparable American shirts are available for $5.50, 
giving the domestic shirts a price advantage of 63 cents. 

The United States Tariff Commission summarized the situation in its report 
to the 84th Congress (1956), in reply to Senate Resolution 236 which directed 
the Commission to make “an immediate investigation pursuant to section 7 of the 
Trade Agreements Extension Act of 1951, as amended (escape clause procedures), 
to determine whether any textile or textile products are being imported into 
the United States in such increased quantities, either actual or relative, as to 
cause or threaten to cause serious injury to the domestic industry producing 
like or directly competitive products.” 

The Commission concluded: “Despite the widespread concern that has devel- 
oped about imports of textiles from Japan, it appears that such imports are not 
offering serious competition to most segments of the domestic industry. The 
fact that some such segments are in a relatively strong position vis-a-vis import 
competition is indicated by the substantial export trade of the United States in 
textile products. The United States exports go principally to countries such as 
Canada, Venezuela, the Union of South Africa, Indonesia, and Dominican 
Republic—in which articles from the United States enjoy no preferential tariff 
treatment over those imported from other countries, including Japan. The 
United States exports some cotton manufactures even to Japan.” 


Diversification of imports 

United States industry and Government leaders are constantly advising the 
Japanese to diversify their exports to this country, to concentrate on quality 
goods, etc. 

The Japanese would most certainly like to oblige, but in most instances tariff 
and other barriers prevent them from doing so. On the other hand, when they 
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are able to find new commodities to export, they are again subjected to charges 
of concentration on a particular item, to possible Tariff Commission investigation, 
and to new suggestions that they diversify. 

When fabric imports were causing alarm in certain segments of domestic 
industry, the Japanese were urged to diversify their exports. They started to 
send in apparels and other made-up goods. They discovered a market for their 
new exports. But, as they increased their exports to this country, they once 
again were confronted with the identical appeals to diversify into other com- 
modities and with the same charges of pinpointing their exports to harm a certain 
industry. 

No wonder the Japanese manufacturers are confused. 


Future outlook on imports 


Some fears have been expressed in certain quarters that the real problem with 
Japanese textile import competition is not in the present but in the future, for 
the Japanese are supposed to have the capabilities and the capacity to capture 
the American market at any time by flooding the country with their textile 
exports. 

We believe that these fears are unfounded, for the Japanese Government has 
enacted legislation to limit the quantity of equipment and machinery for the 
textile industry; it has also established a public policy to develop the synthetic 
and other manmade fibers. 

At the same time, Japan’s own domestic market for cotton textiles is being 
exploited with the cooperation of the International Cotton Council, a subsidiary 
of the National Cotton Council of the United States, and dependence on foreign 
markets is declining. 

In any event, added assurance against future competition, at least until 1962, 
is seen in the voluntary quotas on cotton textile exports to the United States. 


Wool textile imports 


While we have not particularly emphasized Japanese wool textile imports thus 
far, they too are generally related to our comments on Japanese textiles. 

The American wool manufacturing industry, like its cotton counterpart, has 
too often blamed foreign imports for its present difficulties, when the basic ills 
are quite similar to those of the domestic cotton industry. 

Domestic wool production statistics from 1947 to 1956 indicate that during 
that decade there was a relationship between domestic production and imports. 
When domestic production went up, it reflected an increase in wool textile 
imports too. 

On January 6, this year, Gordon Gray, Director of the Office of Defense Mobili- 
zation, rejected the application of the National Association of Wool Manufac- 
turers that they were entitled to consideration because the level of imports of wool 
textiles allegedly threatens to impair the national security. 

Of pertinence to our comments today is the next to the last paragraph of the 
letter informing the wool industry of his rejection: “On balance, however, we 
have been unable to conclude that the level of imports of wool textiles has of 
itself caused severe contractions in the domestic wool textile industry. As a 
matter of fact, in 1955 and 1956, when imports of woolen and worsted goods had 
reached the highest annual levels recorded, total domestic production actually 
reflected a 2-year net increase—an increase which in total was larger than the 
total import volume for those 2 years. Wool textile imports have risen gradually 
in recent years but, on the basis of the most current figures available, still repre- 
sent only about 7 percent of domestic wool textile production.” 

Moreover, inasmuch as the President invoked the so-called Geneva reservation 
on wool fabrics the fourth calendar quarter of 1956, which imposes a tariff 
quota when imports reach 5 percent of the domestic production over the 3 im- 
mediately preceding years, it would seem that our United States industry is 
adequately protected. 

At the present time, we understand that the Japanese Government has sus- 
pended all wool glove and sweater exports to the United States because the 
market here is too low in price. Our understanding is that the Japanese Ministry 
of International Trade and Industry is discussing with the wool textile industry 
higher check prices on exports, a special export tax, and several alternatives 
in order to avoid exportation of wool textile products at unreasonable prices. 

This is additional evidence that the Japanese Government and the textile 
industry are sincerely concerned with the orderly development of the United 
States market. 
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Wool gloves 


Typical of Japanese wool textile imports is wool gloves. 

Following an escape clause investigation, the Tariff Commission in its report 
on “Wool Gloves and Mittens and Mitten Linings of Wool,” dated December 
1954, by a 5 to 1 majority, found that Japanese wool glove imports were not being 
imported into the United States in such increased quantities, either actual or 
relative, as to cause serious injury to the domestic industry producing like or 
directly competitive products. 

According to the Commission: ‘“The wool gloves imported from the Orient are 
considerably lighter in weight than those produced in the United States * * *, 
This weight differential between domestic and imported gloves sold in largest 
quantities, together with differences in style, type of yarn used, and durability of 
the finished product, makes impossible any significant price comparisons between 
most domestic and imported wool gloves.” 

In its conclusions, the Commission reported: ‘“* * * domestic producers now 
make twice as many wool gloves as they did in the prewar period, and they con- 
tinue to supply almost as large a share of total consumption as they did in pre- 
war days. 

‘Domestic consumption of wool gloves has reached its present height only 
because some of the most popular types of wool gloves are supplied by imports. 
If inexpensive, light-weight gloves that are variously ornamented and constructed 
were not available from the Orient, domestic gloves would not provide full 
replacement for them. Many residents of the more temperate parts of the 
United States and many persons in the lower income groups throughout the 
country are active buyers of gloves imported from the Orient, but not of the 
more expensive, domestic gloves. In large measure, therefore, imported gloves, 
notably from Japan and Hong Kong, have supplemented rather than supplanted 
domestic gloves.” 


Toyo cap imports 

Toyo cloth caps are allegedly competitive with certain domestic textile items 
and so, as with cotton and wool textile imports from Japan, there is a clamor 
from the domestic industry for protection. 

Toyo cloth is a type of paper product with a special finishing. It was developed 

in Japan. Made into caps, they are popular because of their light weight for 
summer wear and attractive apperance, as well as being inexpensive. Many 
who would otherwise wear no summer headpiece purchase and wear these Toyo 
caps. 
Early last year, 1957, the Empire State Cloth Hat and Cap Association filed 
a petition with the Tariff Commission for an escape clause investigation on the 
grounds that domestic industry was being seriously injured by these Japanese 
imports. On June 21, 1957, the Commission ordered its investigation to be dis- 
continued and dismissed because of lack of interest and cooperation on the part 
of the domestic industry. 

In spite of this Tariff Commission action, the Toyo cloth industry in Japan 
pee Pron gage a voluntary export quota for itself for both the United States 
an nada. 


Reciprocal trade mutually beneficial 


We endorse the principle and practice of reciprocal trade because this program 
has resulted in mutually advantageous trade between ourselves and the nations 
of earth, including Japan. 

According to the testimony of Secretary of Commerce Sinclair Weeks before 
this committee last week, our total trade reached a record high in 1957. We 
exported approximately $1914 billion, exclusive of military aid, in manufactured 
articles, raw materials, and foodstuffs. At the same time, we imported only 
about $13 billion worth of goods in these same categories. The balance of trade 
in our favor was over $6 billion on a worldwide basis. 

As for agricultural products, Secretary of Agriculture Ezra Taft Benson, also 
in testimony to this committee last week, reported that in fiscal 1957, we ex- 
port $4,700 million in food and fiber items. The output of some 60 million 
acres, or 1 acre of 5 harvested in 1956, was shipped abroad. 

As far as trade between the United States and Japan is concerned, the United 
States is Japan’s best market, while Japan is our second biggest buyer of all 
our exports and the first in the purchase of our agricultural products, especially 
those in surplus. Last year, according to Japanese Government statistics, Japan 
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bought $1,430,863,000 in American goods, while selling us in return only $636,- 
425,000, for a trade balance in our favor of more than half a billion dollars. 

Turning specifically to the subject of textiles, we find that last year Japan 
exported to the United States, on a foreign exchange basis, $188,797,000 worth 
of textile and fiber products. In this same period, the United States exported 
textile and fiber items to Japan amounting to $252,259,000. In other words, 
we sold Japan textile and fiber products totaling almost $6314 million more than 
she sent us. 

included in the above figures are some 2 million bales of raw cotton that 
Japan purchased in the cotton year 1957 alone, an amount equivalent to the 
total annual cotton output of South Carolina, North Carolina, Georgia, and 
Alabama. Volumewise, less than a tenth of this was shipped back to the United 
States in manufactured cotton textiles. Dollarwise, the United States sold raw 
cotton to Japan worth $224,524,000, while buying from Japan cotton textiles 
valued at only $53,793,000, for a favorable balance of $170,731,000. Significantly 
too, Japan’s sales of cotton textiles to this country decreased in 1957 by some 
$10 million from 1956 and by some $11 million from 1955, while her raw cotton 
purchases increased in 1957 by some $58 million from 1956 and by some $100 
million from 1955. Trade balances in cotton exchanges alone in our favor in 
1956 were $102,614,000 and $61,230,000 in 1955. 

These statistics reveal that while Japan does export cotton textiles to this 
country amounting to only about 2 percent of our domestic production, she 
purchases about a fourth of all the raw cotton sold by the United States abroad. 

It would appear to be simple arithmetic to realize that if Japanese textile 
imports into the United States were substantially reduced, Japan would not 
be able to purchase as much raw cotton as she presently does, let alone the 
multitude of industrial and farm products and raw materials that she does. 
International trade is a two-way street; we cannot expect to sell unless we are 
willing to buy In the case of Japan, she consistently buys almost twice as 
much as she sells to us. 

Of all nations on earth, Japan, probably more than any other country, must 
trade to survive. With limited land and even more limited natural resources, 
she must trade in order to live. Her energetic manpower constitutes her only 
real natural resource. 

The United States, on the other hand, while lacking unlimited labor resources, 
is rich in land, capital, and management. 

Thus, the United States and Japan have developed mutually beneficial trade 
relations under the reciprocal trade agreements program, trade relations which 
should be encouraged and expanded for the common good. 


Consumer benefits, too 


Too often ignored in foreign-trade evaluations are the rights of the consumers— 
unorganized, inarticulate, unrepresented, yet constituting 170 million Americans 
in our land. 

Japanese textiles, in the main, by catering to different economic classes of our 
citizenry have enabled many Americans who would otherwise have to do with- 
out, to enjoy the luxury of natural fibers. In this way, new markets have been 
developed ; for to many it is not a choice between Japanese textiles and United 
States products, it is Japanese imports or nothing at all. 

Some customers prefer Japanese textiles because of their special qualities for 
the purposes they have in mind; more find that, dollar-for-dollar, Japanese 
textile imports are a better buy than competitive goods. They are not cheap 
in the sense of being shoddy or a waste of money; they are, it is true in most 
cases, less expensive than domestic items which many of our consumers cannot 
afford. 

On a more general theme, it seems to us that in the past Congress has given 
too much consideration to the welfare of the manufacturer, while neglecting 
the consumer. Protection for industry may be well enough, but it serves to 
impose a special tax on the consumer to subsidize the manufacturer. Moreover, 
it violates the fundamental right of the American consumer to buy whatever 
he wants at the price he is willing to pay. 

* The report of the Joint Committee on the Economic Report, submitted to 
Congress on January 5, 1956, which summarizes its recommendations and find- 
ings on foreign economic policy, has the following on this subject: “It is hard 
to see why consumers should not have the right to choose such goods as are 
desired, without regard to their origin or their foreign cost. Until we presume 
to replace freedom with a controlled system where people are no longer their 
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own masters, this must be so. No group of producers should be allowed to 
have a vested interest in the right to dictate what our people shall consume. 
The excuse that such a vested interest is essential to maintaining employment 
is fallacious, and was not allowed to block the introduction in the past of the 
automobile to the detriment of coachmakers, the electric streetcar to the detri- 
ment of horse breeders, or mechanical refrigeration to the detriment of ice 
deliverers. Some industries can adapt to the will of the consumer who in a 
democracy is king. Others have not adapted, and have become extinct * * *. 

“Our ability to command exotic products is one measure of our progress and 
freedom from previous limitations in the pursuit of happiness. Let our home 
producers use their admitted skills in advertising to compete freely with their 
foreign rivals. For a Government official to make a moral judgment on how 
we ought to spend our money is an invasion of liberty and privacy which is 
acceptable only where obvious public harm follows, as in the uncontrolled use 
of narcotics. Interference with free consumer choice must rest upon very 
compelling grounds, and if these relate to the short-run problems of displacement 
in certain industries or localities, a solution other than restriction of consumer 
freedom should be chosen.” 

If the greatest good for the greatest number is to be our yardstick, then 
the rights of the consumer should be paramount and all textiles—American- 
made and Japanese imports—should vie on the open market for his trade. 

Meaningful reciprocal trade helps to better assure this opportunity. 


National defense and security 


As developed by Secretary of Defense Neil McElroy before this committee last 
week, “The free world today is truly engaged in a new kind of war. Cold war 
does ont exactly describe it because weapons are being used and heat is being 
generated. The weapons are economic, psychological, and political. We have 
little choice concerning whether we fight this war or not; we are init. It is of 
vital importance that we not only hold our own with these nonmilitary weapons 
but also make gains, for two reasons: First, if we use the economic, psycholog- 
ical, and political weapons effectively the chances of ever having to use military 
weapons are diminished ; secondly, if we do have to defend ourselves militarily, 
our position will be measurably stronger (for our allies will also be stronger 
because of trade with us).” 

Secretary of State John Foster Dulles, in testimony earlier this week, reminds 
us that Japan is the only industrial nation in the Far East and that “In the 
period of the early thirities, when world markets were closing and international 
trade declining, the leadership of Japan passed to those who believed that Japan, 
in order to earn a decent livelihood, would have to impose its rule over China 
and southeast Asia to insure adequate markets and sources of raw material. 
That led to war. Today the Soviet Union and Communist China eagerly covet 
the use of the industrial potential of Japan for their military and economic war- 
fare purposes. The Japanese resist that unholy alliance. But surely our trade 
policies ought to help make it possible for Japan to gain a livelihood within the 
free world * * *. Unless we have enlightened trade policies, we shall risk 
losing all that we thought we had won at so grievous a price (in World War 
Ii).” 

Today, our Nation is faced with the greatest threat in our history, including 
actual attack on our homeland. We need more than ever before allies who will 
stand with us against the common foe and guard our ramparts of freedom around 
the globe. 

Reciprocal trade, especially with our allies like Japan, helps assure steadfast 
cooperation, for mutually beneficial commerce is Japan’s lifeblood. 


Asian common market and free trade area 


Much has been made during these hearings of the European Common Market 
and free trade area. 

In preparing to meet this opportunity to expand our trade through an exten- 
sion of the reciprocal trade program, we cannot afford to overlook the possibil- 
ities of other such common markets and free trade areas. We know, for in- 
stance, that Red China, supported by the Soviet Union, would like to organize 
such an association among the newly independent nations of southeast Asia. We 
are also aware that Japan might well look to developing an Asian common mar- 
ket and free trade area, this time not by force of arms which proved so disas- 
trous, but by the peaceful development of undeveloped regions that could provide 
her with the raw materials she needs, while purchasing the manufactured items 
Japan would export. 
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This is a rapidly changing and challenging world we live in and we will need 
to be ever watchful of our national interests. In these troubled times, we need 
to have permanent authority to negotiate tariff and trade agreements as situa- 
tions warrant and demand. 


Summary and conclusion 


We, American importers of Japanese textiles, believe that it is in the national 
interest and the general welfare that the reciprocal trade agreements program 
be extended. 

We view this matter not as a defense of our past trade policies but rather 
as an opportunity to demonstrates anew our willingness to accept the leadership 
of the free world, to not only strengthen our own security but that of the free 
nations, to not only expand our Own economy but also the economies of our 
allies—all to the end that there may be peace and prosperity on earth. 

That Japan has a particularly significant relationship with the United States 
in security and trade matters is of special moment to us. 

While we do not believe that Japanese textile imports into the United States 
do, in fact, injure domestic industry or segments thereof, we are not unmindful 
that some imports from foreign lands, including Japan, might well result in 
actually injuring domestic industry. In such cases, where an appropriate 
agency finds that a specific industry is being injured by imports, we are agreed 
that the Federal Government should provide necessary adjustment relief— 
not to assure an uneconomic industry or segment to continue to be subsidized, 
but to allow the workers involved, and the mills and the factories, and possibly 
the communities as well, to prepare themselves for new opportunities to serve 
the Nation more in keeping with our dynamic society and ever-expanding 
economy. 

If it is in the national interest that these imports be admitted into our mar- 
kets, then any relief for resulting injury to a particular industry should be 
provided by the Nation. One industry or segment should not be called upon 
to shoulder a disproportionate share of the impact of imports. Neither should 
one industry or segment be allowed to prevent imports in the national interest. 
As much as possible, the benefits and the injuries, if any, of the reciprocal trade 
agreements program should be shared by all the people. 

The adjustment alternative should provide adequate safeguards for the 
rights of the individual workers, of the industries and plants involved, and also 
of communities, too, because a minimum 5-year extension of the reciprocal trade 
agreements program—without authority for the President to increase tariff 
duties above those of our highest schedules in history and without emasculating 
amendments—is clearly in the national and international interests of the United 
States and of the free world. 

We urge, therefore, early congressional enactment of this legislation, to re- 
mind our allies that we are not abandoning them and our enemies that we are 
strengthening our sinews, militarily and economically, to better defend our- 
selves against all eventualities. 


The CuatrmMan. Are there any questions of Mr. Masaoka? 

Mr. Eberharter will inquire. 

Mr. Esernartrer. Mr. Masaoka, I congratulate you upon the very 
fine statement. Does your official statement which will appear in the 
record show the balance of trade between Japan and the United 
States in exact figures? 

Mr. Masaoxka. Yes, it does, sir. 

Mr. Expernarrer. Does it also show the relation of the textile in- 
dustry imports into the United States with relation to the total pro- 
duction in the United States? 

Mr. Masaoka. Yes, sir. 

Mr. Exsernarter. It shows that? That is in the record? 

Mr. Masaoxka. Yes, sir. 

Mr. Exsernarter. Thank you very much. Do you want to say any- 
thing in regard to that? 

Mr. Masaoxa. No. I would like to say one thing, however, that I 
forgot to mention that I think ought to be clarified because it was 
brought up during the hearings several times, and that is this: That 
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the Japanese textile industry, after the war, was built up and re- 
habilitated by American postwar economic aid. This is not true. 
Congressman Boggs and his colleagues, members of the special sub- 
committee of this committee, visited Japan in December of 1956, I 
believe, and at that time the leaders of the Japanese textile industry 
and the Japanese Government and the American Government made 
it clear, as shown in your own records, the printed hearings of what 
was held in Tokyo, that the Japanese cotton industry, textile in- 
dustry, was not aided directly by American postwar economic aid. 

The factories were rebuilt and rehabilitated, machines were re- 
paired, and machines were bought. All this was done with money 
which the Japanese industry borrowed from Japanese banks and paid 
back. True enough, she was able to get encouragement from America 
in terms of raw cotton which she bought from the CCC and others, 
but here again Japan paid for every bale that she received. 

This is one industry of all the industries, perhaps where not one 
cent of United States economic aid was given to the industry. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. First, I want to say that your presentation was quite 
excellent and quite effective. I compliment you upon it. 

Mr. Masaoxa. Thank you, sir. 

Mr. Mason. Is not it a fact that the standard of living in Japan 
is considerably higher today than it was 10, 20 years ago? 

Mr. Masaoxka. Yes, sir, it is the highest in Asia, and as long as she 
can continue to export to other countries, the higher that standard 
will get. 

Mr. Mason. I want to compliment you upon that fact, because you 
have made great strides along that line, and I do not begrudge you 
those great strides. 

Mr. Kine. Will the gentleman yield to me, Mr. Mason ? 

Mr. Mason. Yes. 

Mr. Kine. You are speaking, I think to an American citizen. 

Mr. Masaoxa. I am one oF your California constituents, by the 
way, Mr. King. 

Mr. Mason. I understand that, but he is talking from the stand- 
point of the interest of the Japanese exports. 

Mr. Masaoxa. No; I am talking from the interests, sir, of the 
American importers of Japanese textiles. There is a distinction. 

Mr. Mason. Very well. We will not argue about that. 

Mr. Kine. I just wanted you to know you had an American citi- 
zen before you. 

Mr. Mason. Oh, yes. I understand that, and I know that. Is it 
not a fact that the Japanese nation is an industrial nation quite 
largely, one of the important industrial nations of the world, oh, 60, 
70, or 80 percent industrial and the rest agricultural ? 

Mr. Masaoxa. That is my understanding. 

Mr. Mason. That means, then, as an industrial nation with a large 

art of her population engaged in industry, she is on a par with the 
nited States, England, Germany, and these other nations that are 
considered industrial nations ? 

Mr. Masaoxka. I think that the facts would show that while Japan 
is leading in Asia, certainly in terms of efficiency and certainly in 
terms of management, in terms of capital and so on, she is far behind 


the United States. 
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Mr. Mason. Oh, yes. We will concede that, and she has a long 
way to go to get up on a par. 

Mr. Masaoxa. That 1s right. f 

Mr. Mason. Of course the United States has great advantage in 
the fact of natural resources that Japan does not have, agriculture 
and everything else. How many of the countries of the world that 
are members of this Reciprocal Trade Agreements Act organization, 
that are members of GATT, absolutely shut out Japanese imports? 

Mr. Masaoxa. I don’t think very many do. I think many of them 
have reserved the right of allowing Japan to have the same conces- 
sions that America has given, but I don’t think that any country as 
such prohibits entirely all Japanese imports. 

Mr. Mason. Not entirely perhaps, but a large part of Japanese 
imports are excluded from the British market, say. 

Mr. Masaoxa. I wouldn’t have the breakdown on statistics. 

Mr. Mason. It is not the breakdown. It is the overall. It is a 
policy I am thinking of and not the amounts or anything. 

Mr. Masaoxa. You mean that certain countries refuse to give Japan 
the same concessions that the United States is giving ? 

Mr. Mason. That is right. When we deal with England, or Ger- 
many, or some of these other countries, and they make concessions to 
us in exchange for concessions we make to them, the favored-nation 
clause does not affect them at all. They do not extend those conces- 
sions to Japan, do they ? 

Mr. Masaoxa. I am not sure whether these nations do have fav- 
ored-nations treaties with Japan. 

Mr. Mason. I do not think they have with Japan. I think they 
have carefully avoided to have any. 

Mr. Masaoxa. They may have. 

Mr. Mason. I think perhaps we are one of the nations that has 
traded with Japan quite freely, shall we say. 

Mr. Masaoxa. Yes; and Japan has traded with the United States 
to our advantage, too. 

Mr. Mason. Yes. With that situation before us, with certain in- 
dustrial nations supposedly on a reciprocal trade basis and supposedly 
are wanting to treat other nations favorably, maybe we are not doing 
too badly, are we, in our relations with Japan on our trading? 

Mr. Masaoxa. I am not suggesting that we are doing too badly. 
I am saying two things, sir. One is that it is not becoming for a great 
nation like the United § tates—and I am proud to be a citizen and all— 
to single out for special prejudicial appeals this small amount of im- 
ports which come in when that same country, Japan, purchases so much 
more in terms of our cotton and other products. I am saying that, 
while Japan is grateful for the leadership that America has given to 
her in GATT and elsewhere, this should not foreclose America from 
going one step further, not only encouraging more trade from Japan, 

ut encouraging other countries also to accept more Japanese goods. 

Mr. Mason. I think, from what little I know of it, that our people 
that represent us in this reciprocal trade agreements have been trying 
to get some of the other nations to treat Japan a little bit better than 
they have been doing; and if Japan’s life—and it does—depends upon 
exports, and she cannot ship to Great Britain and a few other coun- 
tries quite largely, then she has to ship to us, does she not ? 

Mr. Masaoxa. She does ship to Great Britain quite a bit. 
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Mr. Mason. I know, but there are a good many things she cannot. 
Mr. Masaoxa. It is just like into the United States Japan cannot 
ship many things either, but in terms of gray goods and other items, 
the textile business in England receives considerable Japanese gray 
oods. 
. Mr. Mason. If Japan could ship more to other countries she would 
not need, in order to live, to ship more to America, would she? 

Mr. Masaoxa. Mr. Mason, I think there is this answer, too: If Japan 
trades with other countries she does not earn dollars. If she is going 
to buy from America she has to have dollars. This is part of the 
answer I think that ought to be considered. 

Mr. Mason. That is an essential part, of course, of the answer. I do 
not know how it is going to come out, but I am quite sure it will not be 
solved by this extension of the Reciprocal Trade Agreements Act. I 
think it has to be solved by dealing between nations on a basis that is 

ood for both of them, and you have, of course, emphasized the fact 
that it is good for America to trade with Japan, because our surplus 
goods is what Japan needs—cotton, foodstuffs, and so forth. 

From that standpoint, I think maybe we are getting a little the better 
of it. Thatisall, Mr. Chairman. 

Mr. Boces. Mr. Chairman. 

The Cuareman. Mr. Boggs will inquire. 

Mr. Boees. Mr. Masaoka, in connection with the last observation 
made by Mr. Mason to the effect that the extension of the trade-agree- 
ments program is not solving these problems, would it be fair to say 
that the failure to extend the trade-agreements program would cer- 
tainly complicate this ? 

Mr. Masaoxa. It certainly would, sir. The reciprocal-trade-agree- 
ments program stands as a kind of symbol, aside from the fact that we 
think it is an effective instrument of American foreign policy. 

Mr. Boces. That was the next question I wanted to ask you. Would 
it be your judgment that Japan wants very much to orient its trade 
toward the West, particularly in light of the developments on the 
mainland of China ? 

Masaoxka. Mr. Boggs, I tried to indicate that Red China is 
attempting to develop a kind of Southeast Asian common market 
area or a customs area, and that Japan might also try to do somethin 
else along the same lines, so it is important that we have a Reciproca 
Trade Agreements Act that will allow us to negotiate in such a way 
that Japan will win in that kind of astruggle. 

Why does Japan want to orient itself and trade with the West? 
I think the answers are quite fundamental: Historically Japan knows 
what the Russian menace means in a much more direct sence than 
America, because, after all, Japan was the first Asian power to fight 
Russia in the Far East. Not only that, but Japan sees Red China on 
her flank. Japan also, I think, it can be said, likes to be a leader; but 
where can she go? 

She cannot go into the Communist camp unless we force her, be- 
cause Red China is the leader of Communists in Asia. She cannot go 
into the neutralist camp because India is there. If we will allow her, 
Japan will be the great champion of the democratic forces in the Far 
East, and this will help our own security. 

Mr. Boees. And if we deliberately made new restrictions insofar 
as our trade with Japan is soumnieds would not the Japanese people 
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and the Japanese Government think that this was an indication that 
we were closing our door and would not this aid the campaign of 
propaganda that the Chinese Reds are now conducting ? 

Mr. Masaoxa. It certainly would. I think that we must never lose 
sight of the fact that though dollars-and-cents-wise America has a 
good, if I may use the word, trade bargain with Japan, more than 
that we have Japan as a powerful, and probably the most powerful, 
deterrent on our western flank against any attack. 

For the first time in our history we are vulnerable to attack— 
missiles, submarines, intercontinental bombers. Japan is the one 
block of that kind of attack coming from the west. 

This may be an inappropriate example, but, if I may, I want to 
allude to my wartime experiences as a GI. I was in Italy and I was 
with the Japanese-American combat team, and most of you are fa- 
miliar with that. We had as our allies some Italians, some Austral- 
ians, New Zealanders, British, and others. We discovered when we 
were fighting that it was wonderful to have friends on your side, that 
it is difficult to fight alone, and if I may go one step further with that 
analogy, in war, whether it be fighting a military war or economic 
war, certain parts of our economy or certain individuals or certain 
industries may have to bear a little more disproportionate share or 
burden than others. 

As I said, I was an infantryman up front. One of my brothers 
was killed. Another was 100 percent disabled. Five of us in the 
same outfit all got hurt. I would say that perhaps in comparison to 
some of the people in the rear lines we might have had a little bigger 
share of the burden to carry than the others, but for the defense of 
our country, the defense of the ideals we thought were important, we 
thought that that extra burden and extra risk was worth taking. 

This is the kind of appeal which we would like to make to you today. 
True enough, there may be some industries that may be hurt, and if 
there are, perhaps an adjustment program or something of the kind 
can be used to help, but the overall interests of our country dictate that 
re have allies, fcr in a troubled world standing alone is terribly 

onely. 

Mr. Boees. I got the impression while our subcommittee was in 
Japan—and, Mr. Chairman, I would like to refer the full committee to 
the report of the subcommittee, because I think it is a very complete 
report and one which reflects very accurately the trade between our 
country and Japan—that the Japanese manufacturers and exporters, 
particularly in the textile field, were quite aware of the problems on 
the American end, and that is why a voluntary quota arrangement was 
worked out by the Japanese industry itself. 

I am informed that that quota was not filled last year. 

Mr. Masaoxka. Mr. Boggs, I gave the complete breakdown for the 
full year, pointing out not only did she fail to fill most of the categor- 
ies, but even in the case of the transshipments there was only one item 
in which any transshipment at all took place. 

Only two companies engaged in that activity, which is entirely legal, 
but frowned upon, and even there the Japanese Government has in 
steps to see that there is a worldwide quota on velveteens and that all 
cone have to be cleared from Tokyo, so that will not happen again. 
Mr. Bocas. These quota arrangements in some instances meant con- 
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siderable readjustment on the part of certain segments of the Japanese 
textile industry, did they not ? 

Mr. Masaoxa. In the velveteen industry it meant greater adjust- 
ment than, if I may use the expression, the complete elimination of the 
American industry, becaues the American industry involves only six to 
nine hundred people. Over 14,000 in one area in Japan are involved 
in velveteens. 

May I say for the record that we American importers op osed vol- 
untary quotas from Japan because that meant that we wou qd have less 
to bring in and to sell, and moreover, economically and fundamentally 
we are against all quotas. But the Japanese, as Congressman Boggs 
has pointed out, were aware of some of the problems that were develop- 
ing in America. They wanted to develop orderly procedures. They 
did not want to cause any undue harm or injury to any industry, and 
over our advice, for what it was worth at least, they did impose these 
voluntary quotas. 

Mr. Boees. Thank you very much. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. King will inquire. 

Mr. Kine. Mr. Masaoka, I think your statement has been about as 
revealing as any that I have heard. I had expected my distinguished 
colleague, Mr. Mason, to say that same thing. I will allow him to say 
it now if he wishes to. 

Mr. Mason. I would say so, and the reason for it is he confined him- 
self quite largely to facts. 

Mr. Kina. bhyg fons 


Mr. Masaoxka. Thank you, sir. 


Mr. Kina. Now, you are well on the record. As you know, I am 


placed in a rather awkward position with respect to another com- 
modity that I will not embarrass you with here. 

Mr. Masaoxa. I am very familiar with that product, sir. 

Mr. Krne. And I look forward, because of the spirit of cooperation 
that the Japanese have shown, to a solution of that sometime soon, but 
I did not want you to leave the stand without my being able to make 
it a matter of record that this statement has cleared so much away that 
I feel that every member, even those that are directly involved, within 
the areas that the textile industry prevails, should have the benefit 
of the actual facts that you have set forth. 

Mr. Masaoxa. Thank you, sir. 

The Cuarrman. Arethere any further questions? 

If not, sir, we thank you for coming to the committee and giving 
us the benefit of views of the organization you represent. May I con- 
gratulate you on a very fine statement, a very forceful statement, and 
very eloquently delivered. 

Mr. Masaoxka. Thank you. 

The Cuarrman. Our next witness is Mr. Paul E. George. 

Mr. George, will you identify yourself for the record by giving us 
your name, address, and the capacity in which you appear? 


STATEMENT OF PAUL E. GEORGE, ON BEHALF OF CORDAGE 
INSTITUTE, NEW YORK CITY 


Mr. Grorer. Mr. Chairman, I am Paul E. George, Auburn, N. Y. 
Lam assistant to the president of the Columbian Rope Co., of Auburn, 
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N. Y., and the Edwin H. Fitler Co., of Philadelphia and New Orleans. 

The Cuarrman. Mr. George, I am going to have to begin to ask 
witnesses if they can conclude their remarks within the time allotted 
to them, because you are the fourth witness, and it is now almost 3 
o’clock. We have seven others to hear this afternoon. 

Mr. Grorer. I can conclude my statement in the time allotted. 

The Cuarrman. If you do omit any parts of your statement, the full 
statement, without objection, will appear in the record. 

Mr. Grorce. Thank you, sir. 

I or on behalf of Cordage Institute, 350 Madison Avenue, New 
York City. 

Cords + Institute is the trade association of the United States hard 
fiber cordage and twine manufacturers. A list of the manufacturers 
on behalf of whom this statement is made is attached. 

We appreciate the time afforded us to make this statement. The 
situation in our industry can be adequately described in a few 
minutes. Imports have cut deep into our business, and both the level 
and the trend of imports are alarming. 

The industry is presently comprised of 16 companies operating 21 
mills in 11 States, as follows: California, Illinois, Louisiana, Massa- 
chusetts, Missouri, New York, New Jersey, Ohio, Pennsylvania, 
Washington, and Wisconsin. More than one-half of the companies 
in the industry fall in the category of small business. In addition, 
there are 2 State prisons manufacturing cordage and twine. There 
were more. The rest of them have gone out of the business and some 
of these prisons at the time of going out of business stated they were 
doing so because they could not compete with imported twines. 

The products of the industry are rope, baler twine and binder 
twine and industrial and fishing twines. I am sure that this com- 
mittee is fully aware of the importance of rope to the national secu- 
rity for the operation of our Army, Navy, and Merchant Marine, and in 
the construction, mining, agricultural, oil, and fishing industries. 
Baler and binder twines are equally important, in that a Taege part of 
the food supply of the Nation is dependent upon adequate supplies of 
these items. 

The Tariff Act of 1930 provided a duty of 40 percent ad valorem 
on industrial twine. By successive tariff concessions this duty has 
been reduced to 15 percent ad valorem. Baler and binder twines are 
permitted to enter this country duty free. Imports of industrial 
twine and farm twines have increased tremendously in the last 7 


ears. 

. In 1950 the United States domestic industry had 77 percent of the 
domestic market for these twines. As the result of a flood of imports, 
building up year by year since 1950, our share of the market has been 
reduced to 35 percent. You will find a table of figures attached to 
our statement so indicating. 

We know of no way in which we, as an industry manufacturing in 
the United States under prevailing conditions, supporting the high- 
est standard of living in the world, can meet this import competition. 
Machinery and fiber used by this industry are available to anyone in 
the world. 

Our difficulty arises solely from the fact that foreign manufacturers 
can put competitive products into this market at low prices. This 
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is, of course, principally due to the labor cost differential. Wages 
paid by United States cordage manufacturers are from 4 to 10 times 
greater than those paid by our chief foreign competitors. If imports 
of these twines are not controlled in some manner, then, projecting the 
trend of the past 7 years, this industry will be substantially out of 
twine business in 4 or 5 more years. Because of the interchange- 
ability of machinery, this would result in a serious loss of capacity 
to manufacture rope and would force the American farmer to depend 
on foreign sources for his twine needs, sources that might not be 
available in times of emergency. 

We are not opposed to the premise that there must be foreign trade. 
All of us know that this country is dependent on other countries for 
many materials that are not available here, or at least not available 
in required quantities. In our own case, we import all of the natural 
fibers used in manufacturing cordage and twine. However, we do 
not agree that American industry and labor, which create and sup- 
port the Standard of living of this country, and which cannot compete 
with low-cost foreign producers for just that reason, should be sacri- 
ficed for diplomatic purposes, or to promote the interests of exporting 
industries. 

It seems to us that, if the United States is to retain its leadership in 
the world, we must promote the expanding national economy and we 
must maintain capacity to produce items essential to our economy and 
our security. We cannot abdicate our responsibility for insuring 
reasonable self-sufficiency. The admitted essentiality of the products 
of our industry illustrates the point. 

In recognition of the importance of self-sufficiency, the Congress 
authorized the establishment of a national stockpile of strategic ma- 
terials. The Federal Government has purchased millions of dollars 
worth of hard fibers for the stockpile. These are vegetable fibers and 
must be rotated periodically. This industry cooperates in the rota- 
tion of the stockpile by using old fiber from the stockpile and re- 
placing it with new fiber. Of course, the ability of the industry to 
rotate the fiber is dependent upon its own consumption of fiber. 

Over the past few years consumption has declined to the point that 
it is questionable whether we are able to adequately rotate the sisa- 
lana fiber stockpile. Further, the existence of a stockpile contem- 
plates the existence of an industry in the United States with sufficient 
capacity to meet emergency rope and twine requirements. Obviously, 
if the capacity of the industry is not maintained at the levels neces- 
sary to fulfill these requirements, then the intent of Congress in es- 
tablishing the stockpile will be defeated. 

As the business of this industry declines, there are bound to be seri- 
ous losses in capacity due to companies going out of business, mergers, 
or offshore movements of facilities. I think all of you remember the 
shortages of World War II. During that period there was nothing 
in more short supply than rope and farm twines. That shortage was 
due to a lack of sufficient fiber. In the next emergency, unless steps 
are taken to control twine imports, there will be a more serious short- 
age, but it will be the result of lost productive capacity. 

Over the past 7 or 8 years the Congress, being responsive to the 
people, has provided escape and peril point procedures for the pro- 
tection of American industry, agriculture, and labor threatened with 
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injury resulting from imports. The record clearly indicates that the 
intent of Congress, as we understand it, has been ignored. Although 
Congress has strengthened the procedures, we see no substantial im- 
provement in the results. 

In view of the well-known objectives and policies of the United 
States Department of State in foreign trade matters, and the very 
considerable influence which we believe the State Department has 
exercised in executive decisions in this area, we are convinced there 
is no chance for improved results under present law and procedures. 

It seems obvious to us that no matter what language the Congress 
uses in amending the escape and peril point provisions, there is no 
way the Congress can guarantee to those whom it seeks to protect 
that they will be protected unless the Congress reassumes its consti- 
tutional responsibility for the regulation of foreign trade. 

You will find attached to this statement on the first sheet a sum- 
mary of the statement and attached on the back a list of the com- 
panies on behalf of whom the statement is made and the table setting 
forth imports and United States industry sales of rope and twines, 
1950 through the first 11 months of 1957. 

Thank you. 


(The above-mentioned summary, list of companies, and table 
follow :) 


SUMMARY OF STATEMENT OF PAUL E. GEORGE, ON BEHALF OF CORDAGE INSTI- 


TUTE AND CERTAIN UNITED STATES MANUFACTURERS OF HARD FIBER CORDAGE AND 
TWINE 


The attached statement outlines the essentiality of the United States hard 
fiber cordage and twine industry to the military services and vital industries, 
such as farming, fishing, construction, transportation, and mining. 

The statement points out that imports of farm and industrial twines have 
increased from 23 percent of the United States market to over 65 percent of the 
United States market in the past 7 years, and that a projection of the trend of 
imports, if unchecked, shows that the industry will be substantially out of the 
twine manufacturing business in 4 or 5 years. The point is also made that the 
policies and objectives of the United States Department of State have so in- 
fluenced executive decisions in foreign-trade matters as to defeat the intent of 
Congress that industry and labor be protected against injury from excessive 
imports. 

The statement concludes that there appears no possibility that the intent of 
Congress in these matters will prevail, unless the Congress reassumes its con- 
stitutional responsibility for the regulation of foreign trade. 


UNITED STATES PRIVATE HARD FIBER CORDAGE AND TWINE MANUFACTURERS 


American Manufacturing Co., Brooklyn, N. Y. 

St. Louis Cordage Mills, St. Louis, Mo. 

Badger Cordage Mills, Inc., Milwaukee, Wis. 

Cating Rope Works, Inc., Maspeth, N. Y. 

Columbian Rope Co., Auburn, N. Y. 

Edwin H. Fitler Co., Philadelphia, Pa., New Orleans, La. 
Hoover & Allison Co., Xenia, Ohio 

Thomas Jackson & Son Co., Reading, Pa. 

New Bedford Cordage Co., New Bedford, Mass. 

Peoria Cordage Co., Peoria, Il. 

Plymouth Cordage Co., North Plymouth, Mass., New Orleans, La. 
E. T. Rugg Co., Newark, Ohio 

Tubbs Cordage Co., San Francisco, Calif. 

Tubbs Cordage Co., Seattle, Wash. 

Great Western Cordage Co., Orange, Calif. 

Wall Rope Works, Inc., New York, N. Y., Beverly, N. J. 
Whitlock Cordage Co., New York, N. Y., Jersey City, N. J. 
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The Cuarrman. Mr. George, I notice on page 3 of your statement 
you refer to “the admitted essentiality of the products of our industry.” 

Mr. Georcr. Yes, sir. 

The Cuatrman. Have you had a decision on that point by ODM 
or have you made any effort to establish the national security impli- 
cations of your industry in any way ? 

Mr. Grorcr. Yes, Mr. Chairman, we have been through a rather 
intensive procedure with the ODM. I believe we first asked that 
our case be undertaken by them in July of 1955. We had a hearing 
here in Washington in September of 1956. We had an adverse deci- 
sion from the ODM in March of 1957. 

The Cuamman. Let me interrupt you right at that point. What 
was the reasoning of the decision? Was it set forth in the com- 
munication to your organization ? 

Mr. Grorce. Yes, sir. 

The Cuatrman. Was it predicated upon stockpiling of these mate- 
rials or what ? 

Mr. Georce. To some extent perhaps. The reasoning, as best I 
recall it, of the ODM in the original decision was that foreign twines 
as a matter of policy come in free, so there was no inclination to do 
anything about them, and that commercial twines as such were a 
rather small part of the business and, thirdly, that rope as such was 
not being threatened due to imports. 

The ODM, if I may say so at this point, overlooked in that decision 
or in their explanation of their decision, completely the interrelation- 
ship, the interchangeability, of machinery used in manufacturing rope, 
the same machinery being used in the manufacturing of. twines; in 
other words, our position baine that the capacity to manufacture rope 
for defense needs would be cut back if we did not manufacture twines 
which would call for our maintaining that equipment. 

If twine-manufacturing equipment were eliminated, it would auto- 
matically eliminate a considerable part of our capacity to make rope 
for defense purposes. The ODM appeared to overlook that. They 
also, it seems to me, overlooked the view that farm twines are as 
essential to national security as is rope, because our foodstuffs pri- 
marily depend upon farm twines. If we must rely exclusively on 
outside sources for farm twines, our security would certainly be 
threatened or would be subject to the ability of outside sources to 
provide those twines. 

If I may continue from there, we pointed out these matters to the 
ODM, and the ODM, I believe, in Tele agreed to reopen the case. 
They did open it. We filed some extensive documents with them. 
They appointed an interagency committee representing six agencies, 
as I recall it. Some members of this committee visited several of 
the mills, including ours, to try to determine many things, one of 
them being the interchangeability of the machinery. 

The final date for filing new statemerts was October 31, I believe, 
and up to this point we fave not yet had the decision of the ODM. 

The CuHarrman. The watch industry received a decision today from 
ODM. I understand it was announced at noon. 

Mr. Groree. Is that so? I had not heard that. We have not heard 
that we have had a decision. 

The Cuarrman. It was an adverse decision. 
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Mr. Gzoror. That does not surprise me. 

The Cuarrman. Are there any further questions of Mr. George? 
Thank you, sir, for coming to the committee and giving us the 
benefit of the views of your organization. 

Mr. Grorce. Thank you, sir. 

The Cuarrman. Thank you, sir. 

Our next witness, I understand, is Mr. Michael Alexander, in lieu 


of Mr. B. B. Smith. Mr. Alexander, will you please come forward 
and identify yourself for the record, giving us your name, address, 


and the capacity in which you appear ! 


STATEMENT OF BERNARD B. SMITH, COUNSEL, AMERICAN TRADE 
ASSOCIATION FOR BRITISH WOOLENS, INC., NEW YORK CITY 


Mr. Avexanper (for Mr. Smith). Mr. Chairman, my name is 
Michael Alexander. I am associated with Bernard B. Smith, who is 


counsel for the American Trade Association for British Woolens, Inc. 
I am appearing on behalf of the American Trade Association. 

The CHarrman. You have a rather extensive statement. Do you 
want that to be made a part of the record and be recognized for 20 
minutes, which we originally allotted to Mr. Smith ? 


Mr. Arexanper. I do, sir. 


The CuarrmMan. Without objection, your entire statement will be 
made a part of the record. 
(The complete statement follows :) 


PROPOSED EXTENSION OF TRADE AGREEMENTS AcT oF 1958 


Statement of the American Trade Association for British Woolens, Inc., 
before the Committee on Ways and Means of the House of Representatives, 
with respect to the extension of the President’s authority to enter into trade 
agreements. 

SUMMARY 


The American Trade Association for British Woolens, Inc., favors an exten- 
sion of the Trade Agreements Act. It is the view of the association, however, 
that certain of the provisions of the proposed extension are not in keeping with 
the basic purpose of the act, which is to expand the trade of the free world and 
foreign markets for commodities produced in the United States. 

The President’s power to increase tariffs should be limited to an increase 
of 50 percent above the levels of the tariffs in effect on January 1, 1945, instead 
of those in effect on July 1, 1934. 

The term “industry” as used in the escape-clause provisions should be de- 
fined to include the producers of all products that are competitive or inter- 
changeable, or serve the same or similar industrial purposes and to specifically 
exclude the present concept of segmentation. 

The concept of relative injury or share of the market should be rejected 
in favor of a doctrine of comparative injury which would take into considera- 
tion the effect of escape-clause relief, or the denial of such relief, on not only 
the complaining industry but also on the importers and industrial users of 
the imported commodity complained of and on those segments of American in- 
dustry and agriculture which export their products to the country or countries 
producing the commodity complained of. 

The classes of relief which may be granted to domestic industries under the 
escape clause should be redefined to exclude the right to impose import or tariff 
quotas and to limit any increase of tariff on a specific commodity to a level not 
greater than the rate of duty in effect just prior to the last redutcion made 
under authority of the Trade Agreements Act with respect to tha commodity. 

The escape clause should be modified to permit American importers and Amer- 
ican industrial users of foreign products to apply for reductions in tariffs and 
for elimination or modification of import quotas and tariff quotas. 
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In the place of the present peril point procedure, the Trade Agreements Com- 
mittee or the Committee for Reciprocity Information should be authorized to 
conduct an investigation to determine, in keeping with the doctrine of com- 
parative injury, the effect that tariff reductions are calculated to have on the 
American economy as a whole. 

STATEMENT 


The membership of this association consists of leading American importers of 
British woolens, outstanding American quality clothing manufacturers who use 
British cloth in the fabrication of clothing, and American department and spe- 
cialty retail stores which feature garments made of British woolens. 

At the outset we wish to make our position altogether clear. We favor an 
extension of the Trade Agreements Act. It is our view, however, that certain 
of the provisions of the extension of the act as proposed are not in keeping with 
the basic purpose of the act, which avowedly is to expand the trade of the free 
world and foreign markets for commodities produced in the United States. 

We believe that the proponents of the proposed extension of the Trade Agree- 
ments Act are altogether sound in their assumption that a liberal trade policy 
is in the best interest of the United States and of the community of free nations 
ef which the United States is the single most powerful economic force. The 
free nations of the world, as is generally recognized, depend upon the mainte- 
nance of a liberal trade policy by the United States in order to earn the dollars 
with which to buy the commodities they require of the United States. It is 
also recognized that if these free nations are deprived of the opportunity to 
acquire dollars by the sale of their products to the United States, then those 
American industries and those American agricultural enterprises which depend 
to any material degree on a volume of exports must inevitably suffer. 

Our free economic policy is inextricably tied to a free world economy in 
which the United States, as the great creditor nation of the world, must assume 
leadership in the reduction of artificial barriers to the free exchange of goods 
among free nations of the world. As long ago as March 1954, the President of 
the United States made clear the administration’s policy in world trade. In the 
President’s message of March 20, 1954, to the Congress he said : 

“* * * Tf we fail in our trade policy, we may fail in all. Our domestic 
employment, our standard of living, our security and the solidarity of the free 
world—all are involved. 

“For our own economic growth we must have continuously expanding world 
markets; for our security we require that our allies become economically strong. 
Expanding trade is the only adequate solution for these two pressing problems 
confronting our country.” 

We can assume, therefore, that the administration in offering the proposed 
Trade Agreements Extension Act of 1958 for consideration by the Congress is 
doing so, believing that its enactment is calculated to further the President’s 
pronounced policy of freer trade, the reduction of tariff barriers and an expand- 
ing free world market. 

Unfortunately, in our view, the enactment of the Trade Agreements Extension 
Act of 1958 in its proposed form is more likely to precipitate a contraction of the 
volume of our world trade than to produce an expansion thereof. There are 
three basic provisions of the proposed Trade Agreements Extension Act that 
prompts this conclusion. The first is the right provided for thereunder for the 
United States to increase tariff rates to 50 percent above the rates in force on 
July 1, 1934, as distinguished from January 1, 1945, as is provided for under 
the existing Trade Agreements Act; the second is the continuation of section 7 
of the 1951 Trade Agreements Extension Act, the escape clause provision, in its 
present form and with it the perpetuation of the right to impose quotas and tariff 
quotas; the third is the continuation of the peril-point procedure, with an addi- 
tional avenue for escape clause relief now woven into the body of the peril- 
point procedure. We propose to relate this statement to each of these concepts. 


Government’s right to increase tariffs to 50 percent above those in effect on July 1, 
1934, in place of January 1, 1945, as provided for under existing act 

It is important to recall that on July 1, 1934, no trade agreements had been 

negotiated—no reductions in the Smoot-Hawley tariffs had been effected. Yet, 

under the proposed Trade Agreements Extension Act, our Government would be 

authorized to increase duties to 50 percent above the levels of the Smoot-Hawley 

protectionist Tariff Act of 1930, the enactment of which has been accorded full 
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credit for making a major contribution to the precipitation and maintenance of 
the depression of the early thirties. 

While it may be argued that the right to increase tariffs to 50 percent above 
Smoot-Hawley levels would not be exercised except in extreme circumstances, 
experience demonstrates that the existence of such a right would inevitably be 
followed by continuing demands for its exercise and with it the danger of higher 
tariffs in specific cases than would have been possible if tariff ceilings had not 
been so violently raised. It is, we believe, axiomatic that the higher the ceilings 
for potential tariff increases, the higher will be the levels of tariff increases that 
segments of American industry will demand, and consequently the more difficult 
the position of the administration in its efforts to maintain a reasonable tariff 
structure. We, the American importers and users of British woolens, as the 
result of recent administrative action with respect to tariff rates on woolens, have 
become increasingly apprehensive on the subject of raising the tariff ceilings 
which the administration may impose in the exercise of its discretion under the 
Yrade Agreements Act. 

In September 1956, the President of the United Statese invoked the discre- 
tionary right of the United States to increase the ad valorem rate of duty on 
woolen imports from 25 percent to 45 percent at that point in each year when 
woolen imports exceeded 5 percent of domestic production. In our considered 
opinion, the evidence presented before the Committee for Reciprocity Informa- 
tion last December was overwhelming in its proof that New England woolen 
production had failed to keep pace with increases in American population and 
in American prosperity, not because of imports, but because major segments of 
the woolen industry had moved to our Southern States to enjoy the lower labor 
costs of that area and, more particularly, because new synthetic fibers such as 
dacron, acrilan, orlon, and dynel, produced by the giant chemical industries 
of our land, had increasingly displaced wool as a fiber, so that, today, the American 
woolen industry is a misnomer, for it is recognized as a multifiber industry that 
now uses more of these new synthetic fibers than wool in the production of its 
fabrics. 

In the course of the recent hearings before the Committee for Reciprocity Infor- 
mation, we believe we demonstrated conclusively that a 25-percent ad valorem 
rate of duty was far more than sufficient to protect domestic woolen production 
from any lower cost of labor in the production of wool fabrics in the United 
Kingdom, the principal exporter of woolens to this country. Members of Con- 
gress from the New England States, presumably in the interest of their con- 
stituents, strongly urged our administration to invoke the Geneva Wool Fabric 
Reservation to the hilt. Subsequently the President of the United States increased 
the duty to the highest level within his power under the Geneva Wool Fabric 
Reservation, viz, 45 percent, in place of refraining from increasing the duty at 
all or increasing it to perhaps 30 percent or 35 percent. 

Now under the Tariff Act of 1930, the ad valorem rate of duty on woolens 
having a value of more than $2 per pound was 60 percent, and very nearly all 
British woolens entering the United States have an export value of over $2 a 
pound. If the administration-sponsored bill is enacted into law, then our Gov- 
ernment could at any time increase the duty on these imported woolens to 50 
percent above the 1930 Tariff Act rates, or to 90 percent. As the President of the 
United States was persuaded to increase the duty on woolens to the maximum per- 
mitted by the Geneva Wool Fabric Reservation, despite evidence that British 
woolen imports were not causing any substantial injury to domestic woolen 
producers, what assurance have American importers, American clothing manu- 
facturers, American custom tailors, and American retailers that an ad valorem 
rate of duty of 80 percent to 90 percent on imported woolens would not be imposed 
as a consequence of escape-clause hearings? 

If the proposed Trade Agreements Extension Act is enacted in its present form, 
how can our Government reasonably expect American importers and American 
industrial users of foreign products to continue to invest their capital, their 
energies, and maintain their working forces in their businesses when, if they 
succeed in expanding their volume, their enterprises can be destroyed by a puni- 
tive tariff. And, if American importers and users of foreign products should 
wish to assume these risks, can they reasonably expect the mills of the United 
Kingdom to dedicate a specific proportion of their facilities for the production of 
commodites designed to meet the exacting requirements of the American market 
with this sword of Damocles ever suspended above them? 

If the purpose of the incorporation of the right to increase rates of duty to 50 
percent above the levels of the Smoot-Hawley Tariff Act of 1930 had been to 
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induce a sharp contraction in imports, we can be reasonably sure that. it will 
succeed in this purpose, for the effect of this provision will have an impact, not 
only on imports of woolens, but on all other dutiable imports which even remotely 
compete with American products of like character. 

It must be assumed that as the administration offers this bill in the interest 
of freer trade, the draftsmen of the bill must have had something more in mind 
in incorporating this restrictive provision in the proposed Trade Agreements 
Extension Act than the contraction of our world trade. Presumably they 
found that the safeguards in the present Trade Agreements Act are insufficient 
protection against certain imported commodities.. If this is the case, then in 
fairness to American importers and users of foreign products, the adminis- 
tration should specify the commodities which are the subject of its concern, so 
that only certain designated imported products, which should be fully described 
in the proposed measure, will be subject to this sweeping power, while all others 
will be subject only to the ceiling tariffs permissible under the existing Trade 
Agreements Act. Thus, the President’s power to increase tariffs would be fixed 
at 50 percent above those tariff rates in force on July 1, 1934, with respect to 
these certain designated products, while with respect to all other products, the 
President’s right to increase tariffs would be limited to 50 percent above those 
rates of duties in effect on January 1, 1945, as is provided for under the existing 
Trade Agreements Extension Act. 

If the foregoing approach recommends itself to the administration and to the 
Congress and is adopted, American importers and users of foreign products would 
then know the precise nature of the ultimate tariff threat to their respective 
American enterprises, and foreign producers of specific products can then de- 
termine whether they can afford the risks of maintaining an export business 
with the United States. 

It is bad enough to subject any class of imports to the threat of tariff ceil- 
ings of 50 percent above the Smoot-Hawley rates, but to subject all imports to 
this threat can serve only to inject an overwhelming dose of instability in an 
already unstable import policy. 


The need for a definition of industry under the escape clause 

The failure of the escape clause to establish criteria as to the composition of 
an industry has led to the concept of segmentation, under which a minor divi- 
sion of an industry is in a position to precipitate escape clause actions in which 
it will be treated independently of other divisions of the industry producing 
like, competitive or interchangeable products. 

As an example, we now find the American woolen industry a multifiber indus- 
try in which manufacturers use, interchangeably with wool, noncellulosiec fibers 
such as dacron, orlon, dynel and acrilan produced by the giant chemical indus- 
tries of the United States. The great textile firms of American, such as J. P. 
Stevens, Deering-Milliken, Burlington, Textron and Amerace, manufacture, in 
addition to wool fabrics, fabrics made in whole or in part of these new noncel- 
lulosic fibers which displace wool. Ten years ago these noncellulosic fibers were 
still in the laboratory stage and had not commenced their rapid displacement of 
wool in cloth fabrication. Today the American multifiber fabric industry uses 
more noncellulosic fibers in the fabrication of cloth than it does of wool, and 
all indications are that the use of noncellulosie fibers which displace wool are 
far more profitable to this American industry than is the use of wool. Thus, 
it is possible for these American multifiber fabric enterprises to seek protection 
for the woolen divisions of their operations, disregarding the fact that they have 
by their own acts and deeds displaced wool with other fibers and thus con- 
tracted the operations of their woolen divisions. Clearly, it is neither in the 
national interest nor fair to the American importers and industrial users of im- 
ported woolens, to subject them to this concept of segmentation in disregard 
of the fact that the complaining industry now uses other fibers, interchange- 
able with wool, in the production of fabrics which are allegedly the subject 
of import competition. Thus, the woolen divisions of many of these multifiber 
fabric-producing companies are in a position to invoke the escape clause under 
this segmentation concept as a device to restrict the imports of woolen fabrics, 
without regard to the fact that other divisions of their enterprises, viz., those 
producing fabrics made in whole or in part of noncellulosic fibers, are not only 
highly profitable, but are the principal reasons for the contraction of their 
woolen-producing divisions. 

We would strongly urge, therefore, that at the outset of any escape clause 
investigation, the Tariff Commission should be called upon to make a finding 
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as to the nature and composition of an industry that claims injury or threatened 
injury by imports, before an investigation is ordered under the eseape clause. 

In keeping with the foregoing, we would urge that under the eseape clause 
an industry be specifically defined as one consisting of producers of all products 
jo are competitive, interchangeable, or serve the same or similar industria) 

Such an approach is in keeping with the criteria expressed by the Supreme 
Court of the United States in United States. v. Du Pont é Co., 351 U. ore the 
so-called cellophane case. In that case, the complaint charged that Du Pont 
dominated the cellophane market to the exclusion of others. The Court, how- 
ever, found that the industry did not consist of producers of eellophane alone, 
but that the industry consisted of flexible packaging materials of which eello- 
phane was but one material. The Court observed that “industrial activities 
cannot be confined to trim categories,” and pointed to other flexible packaging 
products made of such materials as aluminum, cellulose, acetate, chlorides, and 
wood pulp, as being in competition with cellophane in the flexible packaging 
material industry. 

The United States Supreme Court then concluded that cellophane’s inter- 
changeability with other materials was enough to make it part of a flexible 
aa material industry, and lacking in monopoly. The Court in its opinion 


“The ‘market’ which one must study to determine when a producer has 
monopoly power will vary with the part of commerce under consideration. The 
tests are constant. That market is composed of products that have reasonable 
interchangeability for the purposes for which they are produced—price, use, 
and qualities considered. While the application of the tests remains uncertain, 
it seems to us that Du Pont should not be found to monopolize cellophane when 
that product has the competition and interchangeability with other wrappings 
that this record shows.” 

Just as the Supreme Court in relation to the existence of a monopoly found 
itself charged with the need for defining an industry and market, and could 
not accept a concept of segmentation of an industry, so similarly the Tariff 
Commission should be obliged to determine the composition of an imdustry in 
relation to all products that are competitive or interchangeable in the determina- 
tion of an industry under the escape clause. What the highest Court of our 
land determined on the issue of the composition of an industry with respect 
to Du Pont, should, in fairness to American importers and American industrial 
users of foreign products, be similarly applied as to the composition of an indus- 
try in escape-clause hearings. 

Surely the factors which the Supreme Court of the United States took into 
account in reaching a conclusion as to the composition of an industry in deter- 
mining Du Pont’s alleged monopoly in c¢e'!lophane was not inflicting injury on the 
commerce of the United States, should be equally applicable in a determination 
of the composition of an American industry in any investigation as to whether 
American importers and industrial users of foreign products are inflicting or 
threatening to inflict injury on a domestic industry. Subdividing an indus- 
try into segments, or fragmentizing the products of an industry for the purpose 
of facilitating escape-clause relief, should not be tolerated, for to do so not 
only serves to impose unnecessarily puntitive restrictions on American im- 
porters and industrial users of foreign products, but in effect serves to circum- 
vent, for the convenience of small segments of American industry, the declared 
policy of the United States for the expansion of world trade. 


The doctrine of comparative injury in escape-clause proceedings 

Under the concept of actual or relative injury as now contained in the escape 
clause, the Tariff Commission is not required to consider injury to American 
importers and American industrial users of foreign products, nor are they 
required to consider the effect on those American industries and those American 
agricultural enterprises which depend to a marked degree in the sale of their 
products on the availability of dollars in the specific nations that would be 
adversely affected by a successful escape-clause proceeding. 

Relative injury, unfortunately, has been translated into the so-called principle 
of share of the market. This concept has been used by segments of American 
industry to defeat the purpose of the Trade Agreements Act. Perhaps the experi- 
ence of this association with respect to the invocation of the Geneva wool fabric 
reservation can best illustrate the unfortunate implications of the use of this 
concept of relative injury. In 1954, production of woolens in the United States 
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sharply declined, and at the same time imports of foreign woolens similarly 
sharply declined. Both domestic production and imports of woolen fabrics 
recovered in the years 1955 and 1956. If we disregard the year 1954 and take 
the 5-year period, 1952 to 1956, we find that while imports of woolens increased 
by approximately 6,600,000 linear yards in this period, domestic production of 
woolen civilian apparel fabrics increased in this same period by more than 10 
times this amount, viz, 67,590,000 linear yards. Nonetheless, the President of 
the United States in September of 1956, the very year in which the increase in 
the domestic production of woolen civilian apparel fabrics was more than 10 
times the increase in imports of woolens for this 5-year period, decided that the 
tariff on woolen imports be increased from 25 percent to 45 percent in any year 
when such imports exceeded 5 percent of domestic production, all in keeping 
with the share-of-the-market principle. } 

The fact that the American woolen industry had largely displaced woolens 
with the new synthetic fibers was disregarded. The share-of-the-market prin- 
ciple of a limited segment of an American industry was employed in effect with 
consequent dislocation, disruption, and damage to American importers and indus- 
trial users of foreign woolens. Moreover, examining the woolen segment of the 
American multifiber industry directly, we find that on the whole production of 
domestic woolens had not kept pace with increased American population and 
prosperity, not because of imports, but primarily because of changes in clothing 
habits and, more particularly, because of the introduction of new synthetic fibers 
that had displaced wool. - Is it appropriate under these circumstances to apply 
the principle of relative injury to a segment of an American industry when, in 
fact, imports of woolens may have contributed thereto, if at all, to a very minor 
degree? 

Under the doctrine of relative injury, a domestic industry could actually enjoy 
increased production, sales, employment, and profits and, nevertheless, invoke 
the escape clause, simply because imports had increased to a greater degree than 
domestic production. Concomitantly, if because of radical changes in consumer 
tastes or the introduction of commodities serving the same general purpose, or 
a recession within the United States, domestic production decreased more rapidly 
than imports decreased, a domestic industry could invoke the escape clause for 
protection against imports by employing this concept of relative injury as a basis 
therefor. 

It is virtually impossible to argue that imports have no impact at all on 
domestic production and, as a consequence, the concept of relative injury must 
inevitably create a frame of reference within which imports can be found to 
affect domestic production. 

It is our considered opinion that in place of the doctrine of relative injury, 
there should be substituted in escape-clause actions the doctrine of comparative 
injury. 

We believe that it is altogether clear that apart from foreign policy consid- 
erations, the granting of higher tariffs, or the imposition of import quotas or 
tariff quotas under the escape clause, affects not only the American industry 
which sought the relief, but also affects American importers, American retailers, 
and American industrial users whose economic operations are to any material 
degree dependent upon imports, American consumers who are deprived of the 
right to purchase freely what they need, or are obliged to pay higher prices 
therefor or for competitive American products, and those segments of American 
industry and American agriculture that are dependent in substantial degree on 
exports in the economy of their operations. 

Manifestly, when American manufacturers successfully invoke the escape 
clause, then, to the extent of their success, fewer dollars are available to the 
nations that buy the products of American industry and American agriculture. 
More important still is the fact that every time the escape clause is invoked, 
manufacturers in foreign lands, even those not directly affected, are strongly 
influenced to limit their reliance on the American market for fear that if they 
succeed in expanding the volume of their exports to the United States the escape 
clause will be invoked against them. Thus, the escape clause in its present 
form is a threat to all those segments of American industry and American agri- 
culture that rely on the availability of dollars in foreign lands to sell the com- 
modities they must export to support the economy of their operations. It is 
all very well to indicate that our exports are equal to only 5 percent or 6 
percent of our gross national production, but it must be remembered that some 
industries in the United States do not export at all while others sell substantially 
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more than 5 percent or 6 percent of their production to foreign markets. If, for 
example, an American manufacturer. who normally exports 10 percent or 15 
percent of his production is suddenly deprived of this volume of exports, his 
situation will be found serious indeed with both profits and employment in his 
enterprise sharply declining. 

Thus, in an application for escape-clause relief, the effect of the granting 
thereof on the economy and on employment in American export industries 
affected thereby and on the economy and employment in businesses engaged in 
the importation ‘of: industrial use of the specific imported products in issue 
should receive as much consideration as the effect of relief on the economy 
and employment of the complaining industry. 

So long as the escape clause restricts proof of injury or threatened injury to 
American producers of like or competitive products, no American importers, 
American retailers, or American industrial users of foreign products can afford 
to continue to build enterprises based on the continuing and expanding availa- 
bility of the imported commodities on which they must rely in the economic 
operations of their enterprises. 

Concomitantly, American industry and American agriculture cannot rely on 
the availability of dollars in foreign lands to purchase their products if dollars 
are not made available through keeping our harbors open for the products of 
these foreign lands, unless, of course, our Government is prepared as a matter 
of permanent American policy to subsidize our exporting industries, as well 
as our farms through acceptance of nonconvertible foreign exchange in pay- 
ment, all of course, at the expense of American taxpayers and American con- 
sumers. 

Clearly, the time has arrived when in the interest of all the people of the 
United States, the criteria which the Tariff Commission employs in determining 
whether escape-clause relief shall be recommended should be redefined to take 
into account the following considerations: 

1. A definition of the precise imported commodity limited in appropriate terms 
that is found to be injuring or threatening injury to American industry (as 
redefined). 

2. Whether in fact an American industry (as redefined) is being injured or 
threatened with injury by such imported competitive commodity together with 
a determination of the degree of such injury. 

3. Whether escape-clause relief, if granted, is calculated to preserve such 
American industry, despite the pressures of internal factors within the American 
economy, such as technological change, substitute materials, and other dynamic 
changes. 

4. Whether the granting of escape-clause relief will injure the economy of 
American importers, American retailers, and American industrial users of the 
foreign commodities complained of and, if injury is found, an assessment of the 
degree of such injury. 

5. Whether the granting of such relief will injure the economy of American 
industry and agriculture engaged in the export of products to the foreign coun- 
tries whose exports to this country will be adversely affected by escape-clause 
relief and, if such injury is found, an assessment of the degree of such injury. 

6. The effect of escape-clause relief on the American consumer in terms of the 
increased cost of his purchases, both with respect to higher cost of imported 
goods as a consequence of escape-clause relief and the higher prices which 
American manufacturers would then be free to charge for similar products. 

7. Whether the economy of the complaining American industry is such as to 
render it possible for it to employ its capital resources for other classes of 
business. 

8. The degree to which employment not only in the complaining industry, but 
among importers and industrial users of the commodity or commodities in issue 
and in those segments of American industry and American agriculture which 
exports their products to the affected foreign countries, need be disturbed by 
the granting or denial of relief, together with an appraisal of the opportunities 
for American workers affected to obtain alternative employment at comparable 
wages within a reasonable period of time. 

A recommendation by the Tariff Commission based on the use of all the 
foregoing criteria would constitute a balanced decision with the degree of relief, 
or a denial of relief weighed in terms of the best interests of all areas of the 
American economy and of all the people of the United States, rather than a 
decision limited to the narrowest terms of relief, viz., injury or threatened 
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injury to a single segment of American industry with the criteria as to the 
composition of that industry as limited as it has been in the past. 

It must be remembered that criteria which we propose can be overridden in 
an application under section 7 of the Trade Agreements Extension Act of 1955, 
viz., whether imports of any commodity constitute a threat to national security. 
While doubtless the foregoing criteria would be considered in a hearing before 
the Director of the Office of Defense Mobilization under section 7 of the Trade 
Agreements Extension Act of 1955, the issue of national security manifestly 
would be the basic consideration and the doctrine of comparative injury would 
be subordinated to the requirements of national security. However, we are not 
dealing under the escape-clause mechanism with national security in the sense 
in which it is employed under section 7 of the Trade Agreements Extension Act 
of 1955. We are here considering basic American policy in world trade as dis- 
tinguished from considerations of national security and there is, accordingly, 
no reason why the criteria here proposed should not in the interest of all the 
people of the United States be employed in escape-clause proceedings. 

Under this doctrine of comparative injury, the report and recommendations 
of the Tariff Commission to the President of the United States are calculated 
to be comprehensive in scope with respect to considerations of the domestic 
economy of the United States. With the President thus fully informed on the 
total effect of the proposed escape-clause relief on all segments of American 
industry, agriculture, and labor affected thereby, he will be in a position 
promptly to relate these factors to the foreign economic policy of the United 
States. Employment of the doctrine of comparative injury will relieve the 
President of the obligation to initiate independent investigations with respect 
to the domestic economy, which, under the limited concepts of the existing 
escape clause provisions, he would find necessary to do if his decision, as it 
must, understakes to comprehend the total effect of escape-clause relief on all 
areas of the American economy, the national interest as well as the foreign 
economic policy of the United States. 


The classes of relief which may be granted domestic industry under the escape 
clauses should be redefined and limited 


At the outset we would urge that except where found essential to national 
defense and security, the right to impose import quotas or tariff quotas should 
now be ended. The existence of the right to impose import quotas or tariff quotas 
under the escape clause, even though not exercised, serves as a sharp deterrent 
to the maintenance and expansion of our world trade. We cannot expect Amer- 
ican importers and industrial users of foreign products to undertake the expan- 
sion of a market in the United States for specific foreign products if they must 
ever be faced with the inevitable threat that success in their endeavors may be 
punished by the imposition of import quotas or tariff quotas. Clearly, the threat 
of a sudden arrest by a Government-enforced reduction in the sales volume of 
an American import enterprise through the use of the mechanism of import 
quotas or tariff quotas, must serve to contract American businesses dependent 
in whole or in part on the use of imported products. 

American enterprise, whether it is engaged in the production or distribution 
of domestically-produced products or of foreign-produced products, or of prod- 
ucts made in part of imported materials, is based upon the American credo of 
an expanding economy. The threat that successful market expansion may pre- 
cipitate Government-directed contraction, with all the dislocation and disruption 
that is thereupon visited upon American importers and American industrial 
users of foreign products, renders it unlikely that American citizens, in the 
exercise of sound business judgment, will wish to risk their capital, their 
efforts, and their resources in building an industry based in whole or in part 
on the sale or use of imported products. If our Government regards the 
maintenance and expansion of the use of imported products in the United 
States as in the national interest and in the interest of our foreign economic 
policy, it must render the business of importing and using foreign products at- 
tractive to American enterprise. To accomplish this purpose it is not only 
essential that the concept of import quotas and tariff quotas be abandoned, 
but in addition that there be established definitive and reasonable yardsticks 
to regulate tariff increases. 

We submit that neither the Tariff Commission should be empowered to recom- 
mend to the President, nor should the President be authorized to withdraw a 
tariff concession, the effect of which is that American importers and industrial 
users of foreign products will find themselves thrown back in time, 28 years, 
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to the protectionist and, in our view, largely confiscatory, tariff levels of the 
Smoot-Hawley Tariff Act of 1930. 

The Tariff Commission should be limited, therefore, in an escape clause pro- 
ceeding, to recommending, and the President in acting thereon, to providing an 
increase of the tariff on the affected product to a level not greater than the rate 
of duty that was in effect just prior to the last reduction made under the 
authority of the Trade Agreements Act. Under these circumstances, American 
importers and industrial users of foreign products will be able to rely in their 
operations on Government assurance that ceilings on tariff increases cannot be 
higher than a fixed, determinate, and known rate. This approach, we submit, 
is in keeping with the original purpose of the escape clause when adopted under 
the Trade Agreements Extension Act of 1951, which was, we believe, that if 
events following the granting ot a tariff concession are found to injure or 
threaten injury to an American industry to an extent that renders questionable 
the wisdom of such concession, the rates of duty could be increased to the levels 
in effect just prior to this last concession. This purpose, if specifically defined 
in the law, will provide American importers and industrial users of foreign 
products with a definitive ceiling to tariff increases. It is true that any tariff 
increase is calculated to reduce the volume of business of American importers 
and users of the specific foreign products subject to such tariff increase, but is not 
calculated to destroy their enterprises. 

Import or tariff quotas, unlike tariff increases adopted under a program of 
known, definitive, and reasonable tariff ceilings, are calculated to irresparably 
damage and, indeed, in many instances destroy, American enterprises dependent 
on imported commodities in their operations, and should be promptly ended if 
the American Government regards itself as committed to a policy of maintenance 
and expansion of world trade, 

If, however, despite the views here expressed, views doubtless expressed by 
many others, the Congress should decide that it wishes the President to retain 
under the escape clause the right to establish import or tariff quotas, then it is 
urged that such import quotas or tariff quotas be imposed only as against those 
foreign nation or nations whose specific products are found on balance seriously 
to injure or threaten injury to an American industry. 

Many importers and industrial users of products of particular nations have 
been engaged in such importation and use for many years, some dating back to 
the last century. Such importation and use of the specific products of these 
nations have never disturbed and are not now disturbing the economy of Ameri- 
can industries producing similar products. If, then, it should appear that one 
or more other nations commence the production and export of like commodities, 
and it is found that the commodities of these other nations are alone causing 
injury or threatening injury to American industry, little purpose would be 
served by imposing, as a consequence of escape clause proceedings, punitive 
measures against American importers and American industrial users of similar 
products imported from nations, the importation or use of which demonstrably 
have not injured and do not threaten injury to any American industry. 

It may be argued that under the General Agreement on Tariffs and Trade 
such a concept would violate the provisions thereof relating to nondiscriminatory 
action, which provides for the establishment of country quotas as a means of 
avoiding such alleged discrimination. The fact is, however, that the effect of 
the imposition of country quotas serves, nevertheless, to contract the business 
of American importers and industrial users who import from foreign nations 
like products which are not causing injury or threatening injury to American 
industries. Moreover, it appears that the United States is apparently loath to 
impose country quotas altogether, for, despite the provision therefor in the 
General Agreement on Tariffs and Trade, more than a year and a half has 
elapsed since the imposition of a tariff quota on woven woolen fabrics, and 
despite the immediate demand therefor, the Government of the United States 
has continued to refrain from introducing country quotas with respect thereto. 

If one foreign nation suddenly develops a large export market to the United 
States in a commodity peculiarly and directly competitive with those produced 
by American industries, and if the exports of the specifically defined commodity 
of this one nation are found to be the sole cause of injury to a domestic industry, 
then the application of quotas as against like products of all other countries in 
effect imposes punitive measures on innocent American importers and users of 
such foreign commodity, as well as on the nonoffending exporters of those 
countries, the like exported commodities of which are not found to injure Ameri- 
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ean industry. The consequences thereof are not only unnecessarily to contract 
imports from nonoffending nations, and as a result, a reduction in available 
dollars in these countries for the purchase of American-produced products, but 
also a loss of faith by the business communities of these other countries in the 
foreign economic policy of the United States. 

If the Congress, however, intends to continue the use of import quotas and 
tariff quotas in escape-clause proceedings and the proposal here made does not 
recommend itself to it, then the concept of country quotas should be continued 
with the proviso that the Government of the United States should be required 
to undertake promptly, and before any import quota or tariff quota becomes 
effective, the establishment of country quotas, so that, simultaneously with the 
imposition of an import quota or tariff quota, American importers and American 
industrial users of foreign products, and the foreign exporters of such products, 
can know precisely the share of the American market that will be allocated to 
each country under an import or tariff quota. The wool tariff quota, for example, 
more than a year and a half after the establishment thereof, still remains a 
global one. Dislocation, disruption, and irreparable damage have been visited 
upon American industry engaged in the importation and use of foreign woolens 
during this period of this last year and a half, as a result of the global character 
of the tariff quota. It is already too late to undo much of the injury that has 
been caused by the failure to impose country quotas simultaneously with the 
adoption of the tariff quota, and even today, American importers and users of 
imported woolens do not know whether and when the United States Govern- 
ment will undertake to establish country quotas if the tariff quota on woolens 
should be continued. 


Dscape-clause provision should be modified to provide that American importers 
and American industrial users of foreign products may apply for reduction 
in tariffs and elimination or modification of import quotas and tariff quotas 


It is our view that American importers, American retailers, and American 
industrial users of foreign products should be granted the right to make appli- 
eation under the escape clause to the purpose of requiring the Tariff Com- 
mission to determine whether existing rates of tariffs are higher than required 
for the protection of an American industry; whether import quotas or tariff 
quotas are any longer necessary for the protection of American industry; and 
the degree to which such import quotas or tariff quotas should be modified, 
reduced, or suspended while still providing adequate protection for the allegedly 
affected American industry. 

American importers and American industrial users of foreign commodities 
should no longer under our Trade Agreements Act be treated as second-class 
citizens. They, too, are integral parts of the American business economy and 
should be granted the same opportunities for relief from overprotected Amer- 
ican industries as underprotected American manufacturers now enjoy under 
the escape clause for relief from the effect of competitive foreign products. 

American importers and American industrial users of foreign products cannot 
now invoke the escape-clause mechanism, after an American industry has 
succeeded in obtaining added protection thereunder against American importers 
and American industrial users of foreign products, either through higher 
tariffs, import quotas, or tariff quotas. Thus, American industry can continue 
to enjoy benefits granted to it in an escape-clause proceeding for long after 
these tariff or quota advantages have ceased to be required. On the other hand, 
if an American industry, having obtained escape-clause relief, later regards 
such escape-clause relief as inadequate for its purpose, it can apply again for 
increased protection. 

If, however, conditions change within an industry, whether through the 
development of new domestic products, new domestic techniques, the introduc- 
tion of substitute materials such as synthetic rubber for natural rubber, new 
synthetic fibers in clothing fabrication in displacement of wool or cotton, or 
through a decision of a principal exporting nation to abandon the American 
market for specific products or voluntarily limit the quantity of its exports 
of such products to this country, American importers and American industrial 
users of foreign products are now refused access to the use of the escape clause 
as a means of relief. These American enterprises and citizens are thus denied 
the right to initiate a proceeding under the escape clause for a reduction in 
tariffs or the removal, suspension, or reduction of import quotas or tariff quotas 
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theretofore granted as a means of protecting an American industry, even 
though it affirmatively appears that such protection is no longer essential. 

Accordingly, we would strongly urge that the escape clause provision cease 
serving as a one-way private road for the exclusive use of a limited number of 
American manufacturers; that instead it be broadened into a two-way highway 
that can be freely used for all American industry, whether their enterprises 
depend in whole or in part on imports or whether they are affected by the level 
of imports. 


Concept of peril point as now contained in Trade Agreements Act should be 
eliminated, and in place thereof Trade Agreements Committee or Committee 
for Reciprocity Information should, prior to commencement of tariff rate 
negotiations, undertake an investigation of effect of possible tariff reductions 
on American economy in keeping with doctrine of comparative injury as 
hereinabove proposed with respect to escape clause hearings 


The doctrine of comparative injury which in our view is the only sound basis 
on which the national domestic interest of the United States can be determined, 
should serve as the basis of any preliminary investigation of the possible effect 
of trade-agreement-negotiated tariff reductions on the American economy. Since 
in addition to considerations of the direct effect of. possible tariff reductions on 
the domestic economy, considerations of foreign economic policy must also be 
taken into account, the appropriate agency to conduct such investigation is the 
Trade Agreements Committee or, what amounts to the same thing, the “Com- 
mittee for Reciprocity Information,” for it is this committee that is going to be 
charged with the negotiation of tariff concessions. It is therefore this commit- 
tee which should be made fully aware of all factors that may affect the 
domestic economy as a consequence of tariff rate reduction negotiations. It is 
this committee which should have opportunity to investigate the relation 
of tariffs to all areas of American industry, so that it can be fully aware of 
the effect of any future tariff reductions on the American economy in advance 
of negotiation with respect thereto. Such a committee will not require definitive 
and fixed peril points to guide them in their negotiations, for as a consequence 
of such hearings they will be fully apprised of the needs for protection of 
American industry under the doctrine of comparative injury. 

Moreover, with the dynamism of American industry a peril point empirically 
arrived at long in advance of the granting of any tariff concession would render 
any peril point virtually obsolete by the time a tariff concession, if any, should 
be negotiated and take effect. The Trade Agreements Committee can be de- 
pended upon to maintain a continued study of the American economy between 
the period of the commencement of the investigation here proposed and the time 
a tariff concession is finally negotiated and becomes effective. 

In the last analysis, American negotiators should come to the conference table 
not weakened with fixed peril points, but strengthened with a full knowledge 
of the effect of any tariff concession under the doctrine of comparative injury 
on the domestic economy of the United States. 

With the cold war now taking a definitive economic turn, and with the 
friendly nations of the world looking to the United States for leadership in the 
area of freer trade, in which the concept of mutual tariff concessions is a vital 
part, it is essential that a sound and effective reciprocal trade extension act be 
adopted by the Congress. Most vital of all is that the President of the United 
States continue to be exclusively empowered to decide whether tariffs are to be 
increased or decreased, or import or tariff quotas imposed or removed. 

It is the President alone, the elected head of our Government, and not an 
appointive commission such as the Tariff Commission, that must continue to be 
vested with the power to determine issues of domestic interests under a recipro- 
cal trade agreement act adopted by Congress in relation to our foreign economic 
policy. The exercise of judgment which can have such broad implications in our 
relations with the free world, and indeed with respect to our own security, are 
not matters that can be properly delegated to an appointive commission. They 
must remain where they belong, with the President, who has been elected by 
the people of the United States to assume charge of our foreign economic policy, 
the effectiveness of which depends largely on an effective reciprocal trade agree- 
ments act, with no provisions included that can stay the hand of the President 
in his pursuit of a sound foreign economic policy that serves the basic interests 
of all the people of the United States. 


AMERICAN TRADE ASSOCIATION FOR BRITISH WOOLENS, INCc., 
By Bernarp B. SmitH, Counsel. 
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Mr. Avexanper. Thank you. 

The members, Mr. Chairman, of the American Trade Association 
for British Woolens consist of leading American importers of Brit- 
ish woolens, American clothing manufacturers who use British cloth 
in the fabrication of clothing, and American department and specialty 
retail stores which feature garments made of British woolens, 

Let me say for the association at the very beginning that.the associa- 
tion favors an extension of the Trade Agreements Act and for that 
matter it favors the extension that is now proposed. It is the view of 
the association, however, that there are certain aspects of the pro- 
posed bill which are not in keeping with the purpose of the bill which 
we understand to be for the expansion ofthe foreign markets of the 
world for the products of the United States. 

I am aware of the apprehensions that have been expressed about the 
passage of an extension even in the form that has been proposed, but, 
as the purpose of this bill is for the expansion of trade and as we 
think that certain aspects of this bill are not calculated to favor that 
purpose, I want to devote just a bit of time to those features. 

Weare, first of all, very much concerned with the proposal to permit 
increases in tariffs to 50 percent above the levels in effect on July 1, 
1934, instead of January 1, 1945. This would mean that most British 
woolens would be subject to increases of up to 90 percent of their 
value based on the 1934 rates, and the 50 percent above them. 

At the recent hearings before the Committee for Reciprocity In- 
formation there was abundant evidence that the American importers 
and American industrial users of British woolens were having con- 
siderable difficulty in meeting the increased tariffs to the level of 45 

reent. 

p When you introduce a feature which possibly may raise tariffs to 
90 percent of the value, you cannot at that point really reasonably 
expect American importers and American users of British woolens 
to invest capital and energy in businesses which are dependent in 
whole or in part on the import of British woolens, in the face of this 
possible threat of a 90 percent tariff. 

This is a real threat because whenever a right is given for such an 
increase, it is inevitably followed by demands for the exercise of the 
right, irrespective of whether or not imports are really affecting 
domestic industry. 

In September of 1956 the President of the United States invoked 
the discretionary right to increase the rate of duty on woolen imports 
from 25 percent to 45 percent at that point in each year when woolen 
imports exceeded 5 percent of domestic production. We think that 
at that time the problems that the American woolen industry was 
faced with were unrelated to imports. 

New England, for example, had failed to keep pace with production, 
not because of imports, but because ents of its industry had moved 
into the South to enjoy the lower labor costs of that area, and par- 
ticularly because new synthetic fibers had been introduced, fibers 
which did not exist 10 years earlier. 

The fact that the President of the United States was persuaded to 
increase the tariffs at a time when it appeared that imports would 
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not really affect domestic production would necessarily lead those 
persons who are engaged in the import of British woolens to conclude 
that they are faced with a toys danger of the possible position of 
tariffs at a rate of 50 percent above the 1934 levels. And this thought 
is particularly compelling because the escape clause as it now exists 
would permit a segment of a domestic industry to apply for relief 
and to receive that relief solely upon a demonstration that it had 
suffered relative rather than actual injury. 

We would strongly urge at this point that the term “industry” as 
used in the escape-clause provisions be modified to specifically exclude 
the present concept of segmentation and to substitute in place of it a 
definition which would include the producers of products that are 
competitive or interchangeable or serve the same or similar industrial 
Pp Such an approach in our view would be in keeping with 
the criteria that were expressed by the Supreme Court of the nited 
States in the case of United States against DuPont. It is stated 
at 351 United States 379—it is the so-called cellophane case. In that 
case the Supreme Court decided, in determining whether or not there 
was a monopoly by DuPont in the cellophane field, that it should 
consider the products which were interchangeable with cellophane, 
which were competitive with it, and which were used in place of it. 

We think that the same criteria should be applied or similar cri- 
teria applied to determine whether or not an industry under escape- 
clause provisions is suffering injury. 

So far as relative injury is concerned, it is now possible under the 
escape clause for a domestic industry which is actually enjoying in- 
creased production, increased sales, employment, and profits, to come 
in and invoke the escape clause simply because imports had increased 
to a greater degree than domestic production. 

Conversely, if because of radical changes in consumer tastes or the 
introduction of other commodities of the same general purpose, domes- 
tic production has decreased more rapidly than a decrease in imports, 
a domestic industry again can invoke the escape clause for protection 
against imports. 

We think that in the place of this concept of relative injury or 
share of the market, there should be introduced what we would call 
a doctrine of comparative injury to take into consideration the effect 
of escape clause relief or the denial of such relief, not only on the 
complaining industry, but also on the importers and industrial users 
of the imported commodity complained of, and also on those segments 
of American industry and agriculture which export their products 
to the country or countries producing the commodity complained of. 

In our prepared statement we refer to 7 or 8 considerations which 
we think should be taken into account in arriving at a decision under 
this concept of comparative injury. I will not repeat them now, but 
in our view if these considerations are taken into account, the Tariff 
Commission would be in a position to submit a report to the President 
which would be comprehensive in scope as to the impact of its recom- 
mendations on the domestic economy of the United States as a whole. 

With the President thus fully informed on the total effect of the 
proposed escape clause relief, or the denial of relief, on all segments 
of American industry, he would be in a position to promptly relate 
these factors to the foreign economic policy of the United States. 
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Should an investigation—and I am going to criteria which we have 
just discussed—persuade the Commission that relief is necessary, such 
relief should not take the form of import or tariff quotas. Tariff 
quotas and import quotas are completely destructive. They don’t 
permit any deviation from the total exclusion that is imposed upon the 
importers. 

e also think that the escape clause provision should be modified 
to limit any increase of tariff on a specific commodity to a level not 
greater than the rate of duty just prior to the last reduction made 
under the authority of the trade agreements with respect to that 
commodity. 

We think this would be in keeping with the original purpose of the 
escape clause. 

One other item which we would ask be considered is that after 
escape clause relief is granted, American importers and users of 
imported articles should be in a position, if circumstances have 
changed, to make application under the escape clause to remove the 
import quotas or to remove the tariff increase that is no longer needed 
or applicable to the industry which obtained it in the first instance. 

One brief word about peril point procedure. We don’t think that 
it has any place in the trade agreements legislation. If it is necessary, 
however, to take these considerations into account, we would suggest 
that the appropriate committee to consider them would be the Trade 
Agreements Committee or the Committee for Reciprocity Informa- 
tion, the same thing. This committee is the one that would be charged 
with negotiating our aerseeots and, after having made such an 
investigation, they would be ees aware of our needs in the 
course of the negotiations, and they would not require fixed peril 
points, which at best are only speculation as to what might be the 
situation at sometime in the future when agreements are negotiated. 

I refer to various aspects of the proposed extension which we 
think require modification. One provision which we think should 
under no circumstances be changed is that which ts the Presi- 
dent of the United States the power to decide whether tariffs are to 
be increased or decreased or import or tariff quotas imposed or re- 
moved. We think it is vital that the President of the United States 
should continue to enjoy the exclusive right to make these decisions. 
The exercise of judgment in this area can have such broad implica- 
tions that it should not really be left to an appointed commission no 
matter how experienced or how capable it might be. This responsi- 
bility must remain where it belongs, with the President of the United 
States and no consideration should be given to departing from that 
principle. 

The remarks I have made in our view are calculated to get away 
from what seems to me to have been an inclination to equate tariff 
policy with domestic industry on the one hand, and a foreign producer 
on the other hand. 

As Mr. Masaoka in his statement indicated, there are other Ameri- 
cans who are very much involved. Under the recommendations that 
we have made of comparative injury in considering the plight of the 
importers, we would take into consideration the needs not only of the 
domestic producers, but also of those Americans who are engaged in 
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imports who rely on imports, or who are engaged in the export indus- 
try and who should be heard on all of these issues. 
ank you, Mr. Chairman. 

The Cuarrman. Are there any questions of Mr. Alexander ? 

Mr. Alexander, we thank you, sir, for coming to the committee and 
iving us the benefit of the views of your organization. I think you 
ave ably substituted for Mr. Smith. 

Mr. Atexanper. Thank you. 

The Cuarrman. Thank you, sir. 

Our next witness is Prof. Seymour E. Harris. Professor Harris, 
will you please come forward? Although we quite well recall you 
from other appearances before this and other committees, for pur- 
poses of this record, will you identify yourself by giving us your 
name, address, and capacity in which you appear ? 


STATEMENT OF SEYMOUR E. HARRIS, IN BEHALF OF THE NEW 
ENGLAND GOVERNORS’ TEXTILE COMMITTEE, CAMBRIDGE, 
MASS. 


Mr. Harris. Congressman Mills, I am representing the Governors 
of New England. Pa a professor of economics, chairman of the 
economics department at Harvard, but I am not representing Har- 
vard. Nobody can represent Harvard. 

Perhaps if I could present this statement for the record, I will rush 
through this. 

The Cuarman. That is because no 1 or 2 of us are smart enough 
to do it, is it not? 

Mr. Harars. Somebody told me you were also a Harvard man. I 
am surprised you got so far in political life, despite this handicap. 

Mr. Chairman, I just want to say that strangely enough I am in 
favor of, and I told the Governors that I would come down here on 
the assumption that I would favor, the extension of the reciprocal 
trade agreements. These are 3 Republican and 3 Democratic govern- 
ors, I might say. 

I want to say also that I notice a change in the emphasis on the 
theory of the trade agreement. In 1933 when the trade agreements 
were first introduced, they were introduced as a means of getting more 
trade. In the 10 postwar years the emphasis was on the dollar short- 
age, more in terms of solving the problem of dollar shortage. Now, 
we have a new approach by the President and also a brilliant speech, 
by Senator Douglas; namely, that it is the international crisis that 
makes it necessary to do something about the international trade in 
getting more trade. 

Although we accept the President’s general position, I must say 
there is a great deal of bunk in the statement issued in the name of the 
President on why we have to have reciprocal trade agreements. 

Let me just point out one fact. It was said by the President, “The 
development of a healthy export trade has created a significant num- 
ber of jobs for our working men and women.” I would say exactly 
the opposite, that the reciprocal trade agreement cuts down the num- 
ber of jobs rather than increases them. I do not mean this as an argu- 
ment against the agreements, but I think this is a misrepresentation 
of what the agreements actually do, because, as you know, you cannot 
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consider merely export trade. You have to consider import trade, and 
per dollar value there are more jobs in import trade than there are in 
export trade. : 
herefore, if you have more export trade and therefore more import 
trade, and to that extent kill your less competing industries, you kill 
more jobs than you get, so I think that this particular argument for 
the reciprocal trade agreements is a misrepresentation of the position. 
I think in a general way it is true that the reciprocal trade agreements 
under admission fortunately has taken into account in the past to some 
extent the injuries done. a 

I am inclined to agree with what Congressman Mason said this 
morning, that perhaps this has not been done often enough. I think 
particularly of the woolen and worsted industry. I don’t think any 
industry has suffered the loss that this industry has in the last 10 years, 
something like more than 50 percent, or more than 60 percent in New 
England, in jobs, and yet at one swoop the tariff was cut from 45 to 
25 percent, and it took 8 years to correct this particular mistake. 

It cannot be expected that Government servants should be allowed 
in their negotiations to destroy an industry or greatly weaken it. 

On the general issue, although I am fairly sympathetic with some 
of the things that Congressman Mason said this morning, I still am 
inclined to feel that the President should have the final authority in 
these matters. I would hope that he would sometimes take a broader 
view of the injury done to industries, and I would hope that we would 
get action much sooner than we have in the past. 

I do.think in terms of the serious internation] situation that this 
particular responsibility for the President: becomes more important 
than ever and that if the diplomatic or international situation becomes 
the primary factor, even if some injury is done to an industry, it seems 
to me the President should have the authority to make the final 
disposition. 

Now, as regards the distribution of the burden, I think it is clear 
that in terms of the international situation we should give access to 
dollars to foreign countries insofar as they need them, insofar as 
their economic position allows this and the state of our industries 
does. It is well to remember that increasing imports is not the only 
way of giving dollars. You can also give dollars by cutting down on 
your exports. In other words, allow foreigners to get your export 
markets, and it can also be done through foreign aid and investment. 
These are all interrelated policies. 

In classical economics the general theory held has been that we 
destroy the weak on behalf of the strong. This is not a theory that 
appeals tome. It seems to me the history of this country in the last 
generation has modified this. In other words, the correct position is 
to help the weak rather than the strong. On that basis I would simply 
say that if we are making adjustments, if we have to have more im- 
ports consistent with our foreign objectives and reduce the tariffs and 
make for more liberal trade, it seems to me that this should be taken out 
of the strong and growing industries and not out of the weak and 
declining industries. 

In others words, don’t give the declining industry another kick in 
the pants when they are already going downhill, and this is just 
exactly what we have done to some extent in the past. 
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I would also say that we should watch the number of jobs in indus- 
try, and the number of jobs is declining. This is, in itself, a strong 
case against reducing tariffs. I also believe that we should take into 
account the whole problem of mobility and immobility, and I believe 
that the average Congressman is much smarter about these matters 
than the average economist. I think the average Congressman is 
much smarter about these matters than is Mr. Luce’s publication, 
which recently had a strong editorial in which they said let’s scrap 
our tariff all at once, every bit of it. 

This seems to me one of the most absurd positions I have ever 
seen. Even Adam Smith, back in 1776, said that nothing of this sort 
could be, even though he is supposed to be the father of free trade. 
You have to take into account how people move, where they want to 
move, how unhappy they are about moving, and is there any place to 
move to. This certainly plays an important part in the determination 
of tariff policy. 

Another relevant problem is, of course, the state of the economy, 
and for that reason it is very dubious that the country can tolerate 
any significant reduction in tariffs, say, in 1958. What the situation 
will be in 1959 I don’t know, but as I told one of my friends this 
morning, I am a third-quarter man myself and believe that the up- 
turn should come in the third quarter if we don’t get stupid policies 
in Washington. By stupid policies, I refer to the administration 
rather than the Congress. 

For this reason I would argue that one of the very important things 
to do is, for example, to increase the amount of spending for security 
and defense in particular, and I would also suggest that if the situa- 
tion continues to deteriorate another month or two, we should be 
ready with an important tax bill, a tax reduction bill, and I am very 
glad to note that even the President, after 25 years of teaching, has 
learned that when you have a depression, the correct approach is a cut 
in taxes and not an increase. 

As regards Government aid, a great many people have said—I 
have heard it this morning, too—that what we ought to do is cut the 
amount of government, that if we cut a tariff, and why not cut the 
tariff, it is a simple thing to balance this by providing aid to those who 
are injured. I think this is not a sjeuttieed policy, but several years 
in the State Department after the war, people who wanted to cut 
tariffs and cut sae drastically looked into this problem very care- 
fully and they finally ended up with the thought that this simply could 
not be done. 

In other words, if any industry suffers any losses, the net result is 
going to be that this industry will say, of course, it is the tariff. 

Now, the gentleman who preceded me, Mike—I remember his first 
name rather than his last—who was very eloquent, raised a prob- 
lem of this kind, and I would simply say that it just simply cannot be 
done, because every industry ‘ouabh say it was the tarif, and we all 
know, and I know, and I don’t think that Mike really believes that any 
of us who say textiles should get fair treatment, say for 1 minute the 
only trouble with textiles is the tariff. We all know about competi- 
tion. We all know about the synthetics and the captured part of the 
industry by the chemical industry, and I could quote 25 other causes 
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that Mike didn’t even mention, but this does not mean that the tariff 
is sometimes not a matter of some importance. 

I am sort of preparing the ground for when Congressman Mason 
attacks my general position, I will have at least supported him on 
various grounds. I would like to say Congressman Mason is quite 
correct when he says that the real protectionists in the world are not 
the Americans, but the foreigners. This is absolutely true, I could 
quote you a book I wrote last year, 600 pages, in which I devoted 
quite a bit of space to show that the major protectionist devices have 
been invented not here, but abroad, and they still prevail abroad. 

In my seminar the other day, an English student came up and 
said, “You can’t imagine how mad at the OEC we get when you talk 
about an escape clause.” I said, “the escape clause is not at all to 
blame compared to the exchange controls, quotas, tax subsidies, and 
whatnot that you give your exporters.” I don’t mean to say that I 
criticize the foreigners 100 percent for this. There are some extenu- 
ating circumstances, but it is perfectly absurd to put the blame exclu- 
sively on the Americans for this. 

Actually the protectionist world is outside of the United States 
and we have had substantial cuts in our tariff, which Congressman 
Mason very well said. 

I should say on the average, the United States is a relatively free 
trade country, much more so than other countries. In part the 
shortage of dollars and the trade difficulties of foreign countries are 
in no small part related to their unwise poles like cartels, uneco- 
nomic production, inflation, et cetera, and I would even apply this to 
Japan. 

Therefore, when a Senator puts into the Congressional Record Pro- 
fessor Hopley’s speech on free trade when he assumed the professor- 
ship, one of my colleagues with whom I shared a seminar for 20 years, 
and he hasn’t influenced me one iota, and I haven’t influenced him, 
this gentleman did say just exactly that, and he said that the most 
important factor is the foreign policy abroad, and if that is true, 
then you must not think that you are going to solve this problem by 
tariff policies in the United States. 

If you want to deal with this problem of increasing import trade, 
one must not forget we have had a tremendous increase of import 
trade in the last 5 or 10 years. Nothing like this has ever happened 
before, and why has this happened? This has happened because our 
income has been going up at a very rapid rate. The real relationship 
is not nearly as much between tariffs and trade as it is between in- 
come and trade, and in the thirties we cut our tariffs drastically and 
increased our imports very little, and in the fifties we continued to 
cut our tariffs, but increased our imports tremendously because our 
income was going up, and therefore the important thing to do is to 
keep our income going up. 

On the Japanese issue, I think Congressman Mason again was abso- 
lutely right when he asked, Isn’t it true that some of the European 
countries do not share the responsibilities with the United States on 
the importation of products from Japan? It is absolutely true that 
under GATT quite a large number of European countries refused to 
give Japan the concessions that the United States has, and now with 
the common market, and ultimately the free market, this will further 
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shut out Japanese exports to these countries, and therefore the United 
States will be asked to assume the responsibility not only of fulfilling 
the loss of Japanese exports to Asia, but also Japanese exports that 
otherwise would have gone to the European common market, so this 
is going to be fairly serious trouble; and though Mike’s figures on 
import trade were very significant, I do want to point out that one 
worries also about the prospects and the possibilities of further in- 
creases rather than the absolute amount of these imports. 

One or two other points, and I shall be through, Mr. Chairman. 
There is one other aspect which I think is very important—this was 
hinted at today—namely, trade policy. For example, when Adam 
Smith suggested we dha to have free trade, what Adam Smith was 
saying was, we have a free economy and it is the job of the indi- 
vidual businessman to determine where he invests his money, not the 
Government through tariff policies, but he was talking in terms of 
a free economy with no controls of any kind. 

We all know that at the present time the United States Government 
controls economic life in virtually all its facets. Therefore, any tariff 
policy has to be considered in terms of all these operations and the 
tariff policy must be integrated with all these other operations, includ- 
ing, for example, spending operations, taxes, merger policy, and farm 
policy. 

For example, a farm policy increases the prices of the product that 
the textile industry buys. This is a factor that should be taken into 
account in determining tariff policy. 

Just a word about quotas. I think I have just taken 10 ininutes. 
I will take a minute and a half more. Mr. Chairman, I think you 
treated the New England governors most unfairly in only giving them 
10 minutes, but I know it is partly my fault. Of course, I applied 
late, but actually I never got an announcement that these hearings 
were going on so I didn’t apply until it was pretty late, but T will 
do this in about 2 minutes. 

On the tariff quota I just want to say this: We have a tariff quota on 
woolens and worsteds. There is something in the idea of a tariff 
quota. I, myself, know it is very difficult to apply this to all manu- 
factured goods. It raises a serious question in terms of our long-run 
policy, but the advantage of the quota is this: That if you introduce 
a large cut in the tariff, you don’t know what the effect is going to be. 
Sometimes the negotiators may be irresponsible. This has happened, 
too. That is one reason why I think the escape clause isa must. You 
cannot get rid of the escape clause. 

I don’t think it is necesary to give somebody help under the escape 
clause if they are doing awfully well in nine-tens of their business 
and losing in one particular product. I don’t agree with that at all, 
but I do think that the escape clause is very important, and I think 
under the escape clause or some such mechanism one thing that can 
be considered is that we will cut your tariffs, for example, but if your 
imports get up beyond so many percent, then you go back to your old 
level. 

I think something could be said for the quotas under such cireum- 
stances. 

On final word about the New England textile industry. I don’t 
think there is a New England Congressman here. I know there are 1 or 
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2 on the committee, but not 1 right here. Perhaps I shouldn’t even say 
this, but let me just say one word on the New England situation. We 
have had a tough time, of course, in textiles. One reason we have a 
tough time, of course, is that we have the wrong kinds of industries. 
For example, of 7 rapidly growing industries, 50 percent were in 
New England and 61 percent in the country, New England had 29 
percent of the manufacturing jobs in 4 slowly growing industries, 
whereas the Nation had 15 percent. In textiles we lost more than half 
of our jobs in the last 10 years, In 1957 total textile employment in 
the country dropped by 6 percent and in New England by 15 percent. 
So by way of conclusion, Mr. Chairman, may I just emphasize 3 or 
4 points in about a half minute. 
We emphasize especially the point that ‘tariff policy is part of 
eneral policy and should be tied to general policy. We urge you to 
do something for the weak rather than for the strong, particularly 
watch the jobs rather than output, and the jobs are declining. This 
establishes a special claim, that in periods of recession when your jobs 
are going down, it is very difficult to justify any significant decline in 
tariffs, and finally, it is important to emphasize that tariffs are only 
one way of dealing with the dollar shortage. 
(The complete statement follows :) 


THE EXTENSION OF THE REcIPROCAL TRADE AGREEMENTS 


Statement of Seymour BD. Harris on behalf of the New England:Governors before 
the House Ways and Means Committee 


SUMMARY 


I am representing the New England Governors. We favor an extension of 
the reciprocal trade agreements (RTA), which make possible negotiations for 
increasing trade. The international crisis strengthens the case for RTA. Em- 
phasis in the debates over the RTA has shifted from a program for more trade 
(1933) to one for solving the dollar shortage (first postwar decade) and now 
to one for keeping our friends. 

We support the President’s program with some reservations. We do not 
believe, as he does, that the RTA brings more jobs. In fact, by helping to 
destroy our vulnerable industries, it has tended to reduce the number of jobs, 
for the import competing industries require relatively much labor per unit of 
output—or dollar of output. 

We insist on an escape clause (a device for revoking trade concessions if 
results for industry are injurious), which protects industries and regions against 
unwise or unpredictabie results of tariff negotiations; and one which provides 
more rapid correctives than we have had in the past. (It took 8 years and a 
loss of 50 percent of the jobs in woolens and worsteds before the mistake of the 
reduction of tariffs in woolens and worsteds of 50 percent was partly rectified.) 

We do not believe that the case for protection is nearly so great for growing 
as for declining industries. Hence, insofar as national policy requires tariff 
cuts, the growing industries should absorb the burden of increased competition 
eut of rising markets. An overall average reduction may even be accompanied 
by rises when vulnerable industries are experiencing substantial losses. 

Mr. Harris also stressed the point that when substantial cuts in tariffs may 
be followed by large imports and serious threats to a domestic industry, the 
tariff quota might be supported. That is to say, the Government establishes a 
ceiling on imports as a protection against excessive imports associated with 
tariff cuts. 

Trade policy is one approach to the problem of balance in international 
economic relations. But there are serious problems to be solved, and they 
relate to the distribution of the burden. 

By importing more, we tend to concentrate the responsibility of foreign policy 
on the vulnerable industries. 
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By providing dollars to foreigners through foreign aid or private investment. 
programs, we tend to distribute the burden more widely among taxpayers and 
investors. In each instance the foreigner gets dollars. 

By yielding export markets to other countries, we tend to impose more burdens 
on the strong export industries and less on the weaker industries that compete 
with foreign exporters. And we favor putting more burdens on the strong and 
less on the weak. 

We tend to stress increased imports too much. Indeed, an inadequate aid and 
investment program tends to bring larger tariff concessions and more imports. 

In determining the distribution of the burdens, we also have to allocate them 
between foreign and domestic interests. Foreigners also have to contribute 
toward stability by producing efficiently and containing inflation. Their balance 
of payments difficulties stem in part from their weak domestic policies. Inflation 
brings reduced exports and more imports. In addition, they often refuse to 
accept their share of world imports. Their restrictions are generally much 
greater than ours. Under the common market, Europeans may require this 
country to absorb an even greater share of Asiatic exports. 

The most effective and most equitable approach to more imports is rising 
incomes, not tariff cuts. Here the rise of imports is spread widely and hence 
adverse effects on any one industry greatly reduced. Prosperity brought vast 
gains of imports since 1946, and tariff cuts failed to do so in the thirties. Hence, 
the need of aggressive policies to deal with the recession. 

In determining trade policy the Government must integrate it with all Federal 
policies. Where injury is done through tax and spending policies, through farm 
policies (e. g., higher prices of cotton or wool and hence less sales of textiles), 
through merger policy, through resource policy, etc., then the Government must 
be especially careful not to introduce trade policies that injure an industry or 
region more. In fact, the case is strong for some help from trade policy. 

The continued loss of textiles and the injury to New England of Federal 
policies are relevant issues here, 


Identification 

I am chairman of the New England Governors’ Textile Committee and also 
chairman of the Economics Department at Harvard University. I am, how- 
ever, speaking for the New England Governors and not for Harvard University. 
I am the author of some 30 books, several of which deal with issues of inter- 
national economics, the last being International-Interregional Trade (1957). 

I should say at the outset that we are not opposed to an extension of the 
reciprocal trade agreements. We say this even though in some instances the 
administration of these agreements have been injurious to the New England 
economy, and particularly to the textile industry. We are impressed by the 
arguments used by President Hisenhower and also by Senator Douglas in a 
brilliant speech. The emphasis here is put upon the international crisis and 
the increased need, therefore, for more trade with our allies and friends. The 
President said, and I quote, “We will fail if closed markets and foreign ex- 
change shortages force free world countries into economic dependence upon 
the Communist bloc.” 


The theory of reciprocal trade agreements 


In 1933, the major argument was that we needed more trade and the RTA 
was the way to achieve more trade. In more recent years the agreements have 
been tied to dollar shortage. In other words, if there is a genuine shortage of 
dollars, the easiest way to cure the shortage is for the United States to import 
more goods. Now again, the emphasis has been shifted, and this time to the 
international crisis and the need of tying our trade more to our friends and 
allies and the uncommitted neutral countries. 


Reservations 

Though we accept the President’s general position, we do not, however, accept 
all the arguments. For example, the President says, “The development of a 
healthy export trade has created a significant number of jobs for our working 
men and women.” This is not a tenable position, nor was it tenable when 
taken by the Randall Commission. Actually, export trade does not create jobs. 
As a matter of fact, a higher degree of protectionism would probably give us 
more jobs. Indeed, an excess of exports is a stimulant to the economy and does 
create jobs. But this excess of exports is to be tied to the foreign aid, foreign 
investments and the like, not to the growth of export trade. In fact, it has 
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‘been generally held that the export industries are those which provide the 
largest amount of output per man-hour. Therefore, if we export more and 
import more and to this extent destroy our less competitive industries, to this 
extent we lose jobs rather than gain them. 

Another reservation should be made, namely, that so far at least the trade of 
the U. S. S. R. with Western countries, or nonbloc countries, has been very small. 
The major gains have been in trade within the bloc, though indeed there has begun 
to be some penetration into the neutral areas. 


The philosophy of the RTA 

In the past, some attention has been paid to the stake of industries protected. 
‘There has been some reluctance to reduce tariffs when the net effect would be a 
serious dislocation in some particular industry or area. It is true, nevertheless, 
that serious mistakes have been made, perhaps one of the most serious has been 
‘Geneva Protocol of 1948 under which the tariff on woolens and worsteds was 
reduced from 45 to 25 percent. This reduction was followed by a decline of out- 


put of more than 50 percent and an even larger decline in New England. It took 
almost 8 years before this error was rectified to some extent. 


Escape clause 

Many free traders hold the position that there should be no escape clause, 
that is to say that if a particular tariff cut or trade concession results in large 
‘dislocations and increases of unemployment the industry or the region should 
have no redress. This seems to me to be an untenable position. It cannot be 
expected that the Government servants should be allowed in their negotiations 
to destroy an industry or greatly weakenit. Even if the negotiators have no such 
intention, they often do not know what the effects of a particular concession will 
be. Obviously, if there is not such a reservation available, the net effect is likely 
to be that no negotiations will take place. 

Undoubtedly there is a case for the President having final authority in these 
matters because he alone can take a broad view. But the President should not 
be unconcerned over the condition of weak industries and particularly those that 
are losing employment steadily. On the other hand, the President should have the 
authority to consider the industry as a whole; and if the facts show that losses 
in some part which may to some extent be associated with tariff concessions are 
more than offset by gains in other parts of the industry, then to that extent 
the President might interpret the escape clause quite broadly. Above all, there 
is hope that it will not be necessary, as it has been in the past, to appeal for years 
to get concessions and then obtain them at politically appropriate times. 


The distribution of the burden 


Our current international policy tends to stress the point that the United States 
has certain obligations to its allies and also to neutral nations. Among these 
responsibilities is the one to help these countries continue to improve their stand- 
ard of living and their trade with this country. They must have reasonable access 
to our markets. Above all, we must be sure that they are not starved for dollars, 
given our own economic position and capacity to make dollars available and also 
the state of our industries. 


The weak versus the strong 


In relation to the issue of the distribution of burden, I discuss first the problem 
of the weak versus the strong industries. In classical economics the general 
thesis held has been that we destroy the weak on behalf of the strong. We do 
not succor the weak. But there have been changes in viewpoint since those 
days, and the general view now seems to be that we help the weak rather than 
the strong. In other words, if the United States has to have more imports con- 
sistent with its foreign objectives, then the burden of absorbing increased imports 
should be put upon the growing industries, not upon those that are especially 
vulnerable to foreign competition and are already losing ground under current 
trade policies. It is especially wrong-headed policy to put an additional strain 
on any industry that is substantially losing jobs. In this connection we would 
argue that the gage should not be the fluctuations or the trends in output, but 
those in jobs. In other words, when an industry is losing, say, 5 percent of its 
jobs on an average year after year, there is no case for a reduction in trade 
barriers and there might even be a case for increased protection. In this manner 
the losses can be spread over a longer period and the adjustments may be made 
more easily. 
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Mobility versus immobility 

A second issue here is related to the problem of whether or not industries and 
workers losing jobs can make adjustments. Where there are plenty of jobs 
available in the neighboring territory and economic conditions are very favor- 
able, some movement of course can take place without great hardships. But 
in many industries this is not so. The explanation may be a heavy concentration 
of one industry or it may simply be the type of worker who is unwilling to move 
or would be very unhappy to be forced to move. The theorist often does not 
allow adequately for the costs involved in moving people and moving industry. 
At any rate, we have had many studies of which the Miernyk is the most inter- 
esting, which shows the difficulties of moving even in the midst of great pros- 
perity. This study also shows the long periods of unemployment following losses 
of an industry, to some extent associated with trade policy. 


The state of the economy 


A relevant problem in determining the distribution of the burden is the state 
of the economy. Obviously, it is easier to reduce tariffs in periods of great pros- 
perity than in periods of recession. The reason for this is that in recessions, 
unemployment already prevails, and any attempts to liberalize trade will increase 
the amount of unemployment. 

Obviously, in a period, say, like 1958 it would be very difficult to put across any 
reductions in tariffs and there would be persistent efforts to increase the degree 
of protection. Obviously, also this is the time when appropriate measures should 
be taken to deal with a recession. This might include, for example, a drastic 
reversal of monetary policy, an increase in spending for defense and its related 
field, education, and also to some extent for welfare as well as, if the situation 
does not improve, a cut in taxes. 


Government aid 

Another issue relates to the contribution of Government in solving the prob- 
lems of industries and people affected adversely by the economic situation. For 
many years there has been much talk of the possibility of governmental aid asa 
solution to the tariff problem. In other words, cut tariffs and help those who 
are injured. After several years of study after the war the State Department 
gave this up as a tenable policy. The point is of course that once an industry 
suffers from unemployment or loss of profits that industry will almost inevitably 
blame the tariff even though there may be other factors that are more important. 
Hence, such a program would probably be unworkable. On the other hand, we 
should stress the point that a program like the area redevelopment program sup- 
ported both by the administration and the Democrats last year might be very 
helpful. Undoubtedly some losses of jobs result from trade policy and related 
policies or changing fashions or what not, and something should be done to help 
the industries and the regions that are affected adversely. 


The burden on the foreigner or the American? 


Those who favor more liberal trade policies tend to stress the contribution that 
the United States should make as against that to be made by the foreigner. But 
it is well to stress the point that the major restraints on trade are abroad, not in 
this country. We have had very large reductions in the average levels of our 
tariffs in the last generation, whereas most countries abroad still impose quotas, 
exchange control and the like. On the average, the United States is a relatively 
free-trade country, much more so than most other countries. In part, the short- 
age of dollars and the trade difficulties of foreign countries are related to unwise 
policies abroad which include, for example, cartels, uneconomic production and 
generally a greater degree of inflation and excessive expansion than in the United 
States. This tends to cut exports and increase imports and bring disequilibrium 
in the balance of payments. 


Tariffs or income growth? 


One approach to the increase of trade and the increased availability of dollars 
is to reduce tariffs. Another approach is to raise incomes. There is no doubt in 
my mind but that the latter is the healthier and the most effective approach. 
This is so in the first place because the rise of income and the resultant increase 
of imports tend to allocate the burden of our international responsibilities over 
the populaiton and industries widely. A reduction of the tariff, however, tends 
to put the burden on the vulnerable industries which are generally the weak 
industries. Furthermore, it is quite clear from our economic history that in the 
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1930's, when we had both tariff cuts and relatively small amount of income 
growth, the increase in trade was small; but in the 1950’s with the great increase 
of income and continued tariff reduction, the rise of imports was phenomenal. 
Therefore, above all what we need are sane domestic policies and continued 
income growth. This, much more than tariffs, will bring about the expansion of 
trade. 


The common market and European responsibilities 


In determining our trade policy, one problem we have to watch is to what 
extent should the United States make the adjustments and to what extent 
should foreigners make them. In the present discussion of the common mar- 
ket this becomes a matter of first-rate importance. There is a considerable 
fear that a result of the common market would be that, for example, Japanese 
exports would be largely excluded. One of the problems confronting the United 
States has stemmed from the fact that the Japanese have lost their major mar- 
kets in Asia and therefore increased pressure has been put upon this country 
to absorb the Japanese exports. In the discussions under GATT when the 
United States made substantial concessions, European countries did not follow 
suit. Now with the common market there is a great danger that the pressure 
on the United States would increase even more to assume a disproportionate 
share of the adjustments. This particular problem should be closely watched. 


The relation of trade policy and other governmental policies 


Still another aspect of the distribution of burden revolves around the rela- 
tionship of tariffs and other governmental! policies. The whole theory of free 
trade was based on the general assumption that the Government does not interfere 
except to a minimum degree. Of course we all know now that the Government 
operates on almost every facet of our economic life. Therefore, it is important 
to consider tariff policy in relation to all the other interferences and to assume 
that each industry and region will have fair treatment from the Government, 
given all the policies, 

In this connection we have to consider, for example, the flow of Treasury 
eash from one region to another, not on the assumption that each region will 
get back just exactly what it puts in. But we do need to know what the net 
effect of these flows is. We also want to know what the effect of farm policy 
is, for example, on the price of raw materials and foods and, therefore, on the 
demand for products that are produced from the raw materials. We also want 
to know what the effect of Federal policy is on mergers which tend to have an 
adverse effect on some regions and some industries. Where the net effect of 
Federal policies is adverse, as it is, for example, on the New England economy 
and on the textile industry, then to that extent the case for a more liberal treat- 
ment on tariff policy becomes greater. In other words, given the need of any 
trade policy whether it is a decline or an increase, and generally it would be 
a decline, the industry or region that suffers excessively from Federal inter- 
vention should be given special consideration. 


The tariff quota 


In the textile industry we have now had a tariff quota on woolens and 
worsteds, that is to say, beyond imports of more than 5 percent of domestic 
products the tariff is moved up from 25 to 45 percent. This is a technique 
that can be improved by establishing quotas over shorter periods and for par- 
ticular types of fabrics in order to avoid excessive disruption of the industry. 
The case for the tariff quota rests on the assumption that if the industry or 
region is guaranteed against a flood of imports, by establishing a safeguard 
that if the tariff is reduced imports will not be increased beyond a certain 
amount, then the concessions in trade are more likely to be forthcoming. The 
quota is particularly effective where there are very large differences in wage 
rates that are not offset by substantial advantages in techniques and pro- 
ductivity in the United States. Where the wage differential is 10 or 12 to 1, 
this may be an important consideration. Here there is great fear of floods of 
imports. This does not mean that we believe that wages should be equalized. 
Obviously, if wages were equalized, you would have very little case for inter- 
national trade at all. Where the wage differentials are very large and par- 
ticularly where the pressure of exports to a particular segment of the American 
economy may be very serious, there is a case for dealing with the problem 
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through the tariff quota. Certainly the case is not a tenable one when the 
industry maintains its jobs. The case is, however, strong when the industry 
is losing jobs at a fairly substantial rate, and where these threats still prevail. 
We are not trying to suggest that tariffs should be increased because the foreigner 
is penetrating our market. So long as the domestic producers maintain their 
employment, I see no case for an increase in tariffs. It is when they are losing 
their jobs and imports contribute to this loss that special measures of this 
kind are required. 


A word about New England and the teatile industry 

Of course, textiles continue to lose ground. New England has lost more than 
one-half her jobs since the end of the war. In woolens and worsteds the 
losses have even been larger. Hence the special claim of the textile industry 
on those who administer our reciprocal-trade agreements. 

New England in the last 10 years has enjoyed a suitable share of our 
flourishing national prosperity. Yet, despite the growth of new industries and 
the rise of nonmanufacturing jobs, scattered pockets of unemployment stub- 
bornly persist. The explanation for this inconsistency lies in New England’s 
relatively large stake in slowly growing industries, or declining industries such 
as textiles. 

Seven rapidly growing industries accounted for 50 percent of New England’s 
manufacturing jobs, as opposed to 61 percent for the same industries nation- 
wide. New England had 29 percent of her manufacturing jobs in 4 slowly 
growing industries ; the Nation, 15 percent. 

Textiles are still losing ground. On the basis of wages, prices, employ- 
ment, output, or profits, textiles have consistently lost ground over the last 
decade, both absolutely and relatively. In view of the outstanding technological 
advances, the shrinkage in jobs is far more striking than the shrinkage in 
output. 

In 1957 (November 1956 to November 1957), textile employment for the 
country declined by 6.2 percent and all manufacturing employment by 3.6 per- 
cent, as compared to 15 and 5.2 percent, respectively, in New England. And 
if the present recession becomes any sharper than those of 1948-49 and 1953-54, 
further textile losses may prove to be more disconcerting than in the past. 

We therefore urge Congress, the administration, and our governors to act 
promptly and forcefully to preserve the textile industry from further misfor- 
tune. We commend the Federal Reserve for abandoning its tight-money policy, 
which is especially costly to a struggling, small-unit industry like textiles 
And, since textiles are affected by the health of the whole economy, we hope 
that the Federal Government will take all possible measures to halt the current 
recession. 


The Cuarrman. Any questions? 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. Just an observation, Mr. Chairman. 

Your testimony has been very, very refreshing, may I say. 

Mr. Harris. I thought you would like that, but I hate to tell you 
what my economist friends think of me. 

Mr. Mason. I will say that I never expected to live to see the day— 
and I have lived a long, long time—that I would be backed up and ap- 
proved of by a professor of economics from Harvard. My midwestern, 
old-fashioned ideas, you know, are passé these days, and I am delighted 
to have someone at least agree in part with me. 

The Cratrman. Professor Harris has agreed with you on so many 
instances I think it would be nice if you would agree with his 
conclusion. 

Mr. Mason. As he said, Mr. Chairman, he has a friend whom he has 
associated with for 20 years, and he has not influenced his friend one 
iota and neither has his friend influenced him. 
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The Cuarrman. We thank you for sna to the committee and 
for giving us the views of yourself and the Governors of New Eng- 
land. Thank you. 

Mr. Harris. Thank you very much. 

The Cuarrman. Our next witness is Mr. Harry A. Moss, Jr. Mr. 
Moss, please identify yourself for the record, giving your name, ad- 
dress, and capacity in which you appear. 


STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY, 
AMERICAN KNIT GLOVE ASSOCIATION, INC., GLOVERSVILLE, 
N. Y. 


Mr. Moss. My name is Harry A. Moss, Jr., executive secretary of 
the American Glove Association, Gloversville, N. Y. 

The Cuarrman, Mr. Moss, will it be possible for you to conclude 
your statement in the 20 minutes we have allotted to you, sir? 

Mr. Moss. In less than that, Mr. Chairman. 

The Carman. Fine. If you omit any parts of your entire state- 
ment, it will be included in the record, without objection, including the 
appendix to your statement. 

Mr. Moss. All right. The charts and the statement are submitted 
for the record. 

(The statements follows: ) 


STATEMENT OF Harry A. Moss, JR., EXECUTIVE SECRETARY, AMERICAN KNIT GLOVE 
ASSOCIATION, INC., GLOVERSVILLE, N. Y. 


Honorable chairman and members of the committee, the American Knit Glove 
Association represents the American producers of gloves, mittens, and glove 
linings, knit directly from yarn. 

We speak for the industry which organized this association in 1934, the year 
the first trade agreements bill was enacted. During all the intervening years, 
we have had severe import competition, which has educated us to the short- 
comings of the trade agreements program. 

Our principal products (90 percent) is wool handwear: gloves, mittens, and 
glove linings. 

Exhibit A demonstrates the growth of imports in the United States market, to 
the detriment of the domestic industry. We have never had an export market 
for any product. 

The total wool glove market has increased from 1 million dozen pairs in 
1937-39 to almost 3 million in 1955-57. Much of this increase is attributable to 
the expense of time and money by the American industry in research, styling, 
publicity, and advertising. However, the major benefit has accrued to the im- 
porter, as the figures show: since 1946-48, imports have increased from 1 to 56 
percent of the market, while the domestic share has dropped from 99 to 44 
percent. 

Actually, the injury is even more severe. Wool handwear imports also come 
in under other Tariff Act paragraphs in great volume: under the synthetics 
paragraph, when the wool gloves contain a small nylon content—this class has 
jumped from 14,000 dozen pairs in 1946 to over 700,000, in 1957; under the 
leather paragraph, when the wool glove has a leather palm—and this class has 
risen from only 9,000 dozen pairs in 1954 to 97,000 in the first 9 months of 1957. 
Glove linings come in by the thousands under one paragraph as pound goods, as 
well as components of leather gloves under another paragraph. 

In addition to wool handwear, the industry developed a glove of cotton yarn, 
for spring and summer wear. While its volume was less than that of wool 
gloves, it grew in popularity and afforded employment to the industry during 
the offseason. Companion to this glove, we later developed the nylon stretch 
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glove. Production of these two items today by the American industry is prac- 
tically nil. Imported cotton and nylon knit gloves fill the market completely. 

Practically speaking, the industry is almost wholly dependent upon the pro- 
duction of handwear. We are not a branch of a larger industry, nor do we 
make allied products. Consequently, we must take the brunt of knit glove 
imports headon. 

This characteristic of our industry makes us the subject of a continuing 
study by the Office of Industrial Mobilization. By reason of our small diameter 
machines and the special trained skills of our workers, other industries cannot 
step in to make our product. By the same token, we cannot branch out into 
other fields. 

The office of the Quartermaster General has ascertained that there is no sub- 
stitute for our product in cold-climate warfare; that it is essential for front- 
line combat and survival; that no other industry has the necessary machinery 
and trained skills; that the mobilization base for our product has now dropped 
below their requirements; and, finally, that the direct cause of this loss is import 
competition. 

Beyond the direct effects upon the industry and the Defense Department, 
such competition carries down the line through our suppliers to the primary 
producers. 

During 1956 and 1957, well over 2 million dozen parts of wool gloves, mittens 
and linings were imported into the United States. They were made from 
foreign yarn, spun from foreign wool. It meant a loss of 24% million pounds 
of yarn to American mills, and 5%4 million pounds of wool, grease basis, to our 
American wool growers. 

The reason for the predominance of imports in our market is easily under- 
stood. Low-cost imports are the product of low-cost Oriental labor. Spe- 
cifically, American Embassy Foreign Service Dispatch No, 898, dated Tokyo, 
April 4, 1956 concerning an analysis of the woolen glove industry in Japan, 
concludes in the next to last paragraph: “What information is available indi- 
cates that, judged on the basis of Japanese wage standards, they must be poorly 
paid, indeed.” 

Finally, to further illustrate what the product of American labor is up 
against, a growing percentage of our imports are from Hong Kong, as well as 
Japan. You can imagine how badly we are hurt, when you read the following 
press report from the Scottish Amalgamated Trade News Agency: “Glasgow, 
Scotland. Impact of the Hong Kong trade on Scottish knit glove manufacturers 
has been demonstrated in the current period by the partial closing of two south- 
west Scotland glove factories. The Hong Kong position became apparent 3 years 
ago and in the interval efforts have been unsuccessfully made to reach some 
basis of competition. Embroidered Far East gloves have been selling substan- 
tially below the cheapest plain gloves made in this country. The glove industry 
has perhaps been more vulnearble than other sections of the knitwear industry 
to this Far East competition.” 

In conclusion, it is our opinion that the basic evil of the program is that 
it ignores the intent of Congress that foreign trade is to be reasonably favored, 
by removing all unnecessary restrictions; but that no domestic industry is to 
be forced to suffer serious import injury. This is in keeping with our funda- 
mental national policy, to have tariff rates which equalize the difference between 
costs of production here and abroad. 

Free trade proponents gloss over the fact that it is illegal to pay American 
labor less than $1 an hour if the product of the labor is to be shipped across 
a State line; but they proclaim it a boon to international brotherhood if the 
products of 3 cents or 7 cents or 11 cents an hour labor in the Orient is imported 
across all of our State lines to compete with $1-plus an hour American labor. 

If the intent of Congress is not clear to all concerned, then let us get down 
to bedrock and evolve a clean policy for the mutual benefit of competing Ameri- 
ean and foreign industries. 1958 offers the best opportunity in a generation. 
We hope that the United States will make the most of it, before it is too late. 
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PERCENTAGE OF TOTAL MARKET 


IMPORTS 25% 1% 29% 44% 56% 
DOMESTIC 75% 99% Tie 56% 44% 
DOZEN PAIRS (THOUSANDS ) 
IMPORTS 252 33 592 1,003 1,619 
DOMESTIC 755 2,281 1,481 1295 1,278 
TOTAL 1,007 2,314 2,073 2,298 2,897 


SOURCES: U.S. Tariff Commission and US. Bureau Census. 
1955-1 Imports actually greater than shown. Increasing amounts declared 
under other than wool parag 
/957: Imports and domestic parti ly estimated consistent with census Fig igures 1954-6. 


AMERICAN KNIT GLOVE ASSOCIATION, INC, 
HARRY A. MOSS, JR., EXECUTIVE SECRETARY 
GLOVERSVILLE, NEW YORK 


2/1/58 
EXHAUSTED RELIEF 


This industry has exhausted any further possibilities of relief under present 
law. 
GATT 


We attempted to get relief under article XXVIII of GATT in 1951 and in 1957, 
both times to no avail. 
ESCAPE CLAUSE 


The escape clause was tried in 1954 and in 1957. In 1954, under the letter of 
the law, no relief was recommended. In 1957, the escape clause was found to 
no longer cover the facts of our case. 
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QUOTA BILLS H. BR. 9476 AND H. RB. 9469 


Therefore, two identical quota bills on knit gloves have been introduced in this 
Congress. They are pending before this committee. This is now the only type 
of relief available to this industry. 


VOLUNTARY FOREIGN QUOTA 


News reports from Tokyo in the past week indicate that the Japanese MITI 
is preparing an export quota on wool gloves. The Japanese Embassy in Wash- 
ington confirmed that MITI has suspended export permits on wool gloves due to 
extraordinary stock in the hands of importers and consequent confusion in this 
market. They call this a temporary measure and say that the “next step” 
is under consideration. Subsequent news reports indicate that the “next step” 
is to be a voluntary export quota of 1.2 million dozen pairs of wool gloves. 

We welcome such recognition by Japan, that market conditions have been 
created which must be corrected. The primary purpose of the quota is to protect 
the Japanese manufacturers and their American importers. Secondarily, it may 
benefit us. Its greatest defect is that there is no opening for consultation with 
American woolgrowers, yarn spinners, and glove manufacturers. What is needed 
is legislation to clear the decks for negotiating such agreements legally, by 
excepting them to antitrust laws and GATT restrictions; and the enactment of 
provisions for amicable deliberations between the countries after respective 
government consultation with United States and foreign producers. 

In contrast to that, the United States may ultimately be forced to legislate 
quota bills consistent with voluntary foreign quota agreements ; or the enactment 
of such radical measures as higher tariff rates reflecting the difference between 
foreign labor rates and the United States legal minimum wages. 


AMENDMENTS TO THE ACT OR NEW LEGISLATION 


The escape-clause provisions should be broadened so that they contemplate 
complete relief to an import-injured industry. The concept should be widened to 
include not only rates reduced in trade agreements, but also rates not reduced, 
and rates on the free list. Furthermore, to include not only like or directly 
competitive items but also related articles produced by the injured industry, as 
well as potentially injurious imports. 

In considering the domestic industry’s volume of production, for fair compari- 
son with like or similar imports, production for the United States Government 
should be excluded from computation of domestic production, leaving only com- 
petitive civilian production to compare with imports. 

On textile and clothing products there is now an urgent need to amend the 
Tariff Act, so as to clarify products as to the fiber of chief weight, instead of the 
component of chief value. : 

The quota should be reemphasized as a legitimate measure of relief. 

The powers which Congress had delegated to the Executive, over tariff rates 
and quotas, should be rescinded or limited. 

As to ODM and the national defense amendment, we have complied with its 
requirements and have been accorded sincere consideration by Director Gordon 
Gray. This month the ODM listed gloves as essential to civilian and military 
survival. 


Mr. Moss. I would like to make these few comments in addition. 
The injury that has been suffered by this industry due to imports is 
very well known by members of this committee, both individually and 
as a group. 

It will suffice to submit this statement in advance. I would like to 
continue as follows: That the industry has now exhausted any further 
possibilities of relief under present law. We attempted to get relief 
— article 28 of GAAT in 1951, and again in 1957, both times to no 
avail. 

The escape clause was tried in 1954 and in 1957. In 1954, under 
the letter of the law, no relief was recommended. In 1957 the escape 
clause was found to no longer cover the facts of our case. Therefore, 
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two identical quota bills on knit gloves have been introduced in this 
Congress, H. ih 9476 and H. R. 9469. They are — before the 
— This is now the only type of. relief available to our 
industry. 

Now capil from Tokyo in the past week indicate that the Japanese 
Ministry of International Trade and Industry is preparing an export 
pe on wool gloves. The Japanese Embassy in Washington con- 

rmed that MITL has suspended export permits on wool gloves due 
to extraordinary stocks in the hands of importers and consequent con- 
fusion in the market. 

They call this a temporary measure and say that the next “ is un- 
der consideration. Subsequent news reports indicate that the next 
step is to be a voluntary export quota of 1.2 million dozen pairs of 
wool gloves. We welcome such recognition by Japan that market con- 
ditions have been created which must be corrected. The primary 
purpose of the quota, of course, is to protect the Japanese manufac- 
turers and their American importers. Secondarily, it may benefit us, 

Its greatest defect—and that applies to all types of quotas in this 
area—is that there is no opening for consultation with the American 
wool growers, yarn spinners, and glove manufacturers. What is 
needed is legislation to clear the decks for negotiating such agreements 
legally by excepting them to antitrust laws and GATT restrictions, 
and the enactment of provisions for amicable deliberations between 
the countries after respective government consultation with the United 
States and foreign producers in their own countries, 

In contrast to that, the United States may ultimately be forced to 
legislation on quota bills consistent with voluntary foreign quota 
agreements, or the enactment of such radical measures as higher tariff 
rates reflecting difference between foreign labor rates and United 
States labor minimum wages. 

As for amendments to the Trade Agreements Act, if it should be 
extended, or as to any new legislation which you may wish to consider 
in lieu thereof, the escape clause provisions should be broadened so 
that they contemplate complete relief to an import-injured industry. 

The concept should be widened to include not only rates which have 
been fechtice! in trade agreements, but also rates not reduced and rates 
on the free list; furthermore, to include not only like or directly com- 
petitive items, but also related articles produced by the injured indus- 
try as well as potentially injurious imports. 

In considering the domestic industries’ volume of production for 
fair comparison with like or similar imports, production of the United 
States industry for the United States Government should be excluded 
from computation of domestic production, leaving only competitive 
civilian production to compare with imports. 

On textile and quality products there is now an urgent need to 
amend the Tariff Act so as to classify products as to the fiber of chief 
weight instead of the component of chief value. The quota should be 
reemphasized as a legitimate measure of relief. 

The powers which Congress has delegated to the Executive over 
tariff rates and quotas should be rescinded or limited. As to ODM, 
and the national defense amendment, we have complied with this re- 
quirement and have been accorded sincere consideration by Director 
Gordon Gray. 
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This month the ODM listed gloves as essential to civilian and mili- 
tary survival. 

Mr. Chairman, that concludes my extended remarks. 

The Cuarrman. Are there any questions of Mr. Moss? 

Mr. Krne. One question. 

The Cuarrman. Mr. King will inquire. 

Mr. Kine. You stated, Mr. Moss, that your industry has exhausted 
its remedies entirely ? 

Mr. Moss. Yes; they have, sir. 

Mr. Kine. And unless Congress does something, there just is no- 
thing for you to do? 

Mr. Moss. That is true. We have explored the details of the num- 
ber of paragraphs applicable to knitted gloves and the complexity of 
the situation which faces us is such that even should the Tariff Com- 
mission pick out certain paragraphs and entertain an escape clause 
on them, we would be left with other paragraphs which they did not 
recognize and which would injure us. 

I could go on and explain further on that if you are interested. 

Mr. Kina. Did that render you somewhat unique as an industry? 

Mr. Moss. Unique? No, Mr. King. We thought it was and we 
were fearful that there would be a demand on the part of this com- 
mittee that we go back and find some way to exhaust further any 
vossible relief before coming again before you, and I spoke to Mr. 

yrnes, who represents the largest producing unit in our industry, 
and that was last summer when I first covered this in speaking to the 
General Counsel of the Tariff Commission and the staff members, and 
Mr. Byrnes advised that I make sure that we do exhaust our 
possibilities. 

At that time there was pending the new negotiations under article 28 
of GATT. I mentioned that we did file. We filed under that. We 
brought in all the paragraphs involved, asked that the concessions be 
rescinded, and this week I telephoned the commercial policy branch, 
and they advised that my request had been given consideration, but 
that no action had been taken. 

We were not surprised at that, but that did for the record clear up 
that. 

There just remains one point, and that is this industry, just as lead 
and zine and tunafish, ind a number of others that were cited to me, 
has the same difficulty. The escape clause procedure as written is too 
narrow. It applies to too few concepts and therefore an industry such 
as ours is precluded from any further relief. We are stymied now, 
sir. 

Mr. Krne. That is all. 

The Cuatrman. I hesitate to delay the committee, but I want to be 
clear, Mr. Moss, so I can understand what the situation is. You say 
that you have difficulty in getting relief under an escape clause action 
because the escape clause is too narrow to fit your case? 

Mr. Moss. Yes, sir. 

The Cuarrman. In what way? 

Enlighten me on that point. In what way is it too narrow? 

Mr. Moss. Do you want me to indicate to you what areas would be 
involved ? 
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The Cuamman. Let’s make some assumptions. First of all, that 
you could show inj uy, and, second, that the President would be dis- 
posed under existing law to follow the recommendation of the Tariff 
Commission with respect to your industry. Under those assumptions, 
would the escape clause still be too narrow to do you any good ? 

Mr. Moss. !s that the question ? 

The Cuamrman. Yes. You said something about it being too 
narrow. 

Mr. Moss. That is right, sir. The concept in the escape clause pro- 
cedure applies to remedying a situation which arises out of trade 
agreements. It confines itself to that. It confines itself a little fur- 
ther, too, to injuries which are the result of concessions. 

The Cuairman. Imports under a concession ? 

Mr. Moss. Yes, sir; and does not take into consideration one para- 
graph we would have where no concession has been made. 

The Cuarrman. I see your point, 

Mr. Moss. That is not all, sir. 

The CuHarrman. I understand, but let me see if I understand this 
now. Some of your difficulty comes from the importation of articles 
within paragraphs where no concession has been made ? 

Mr. Moss. That is one. 

The Cuarrman. The duty that has not. been touched but it is still 
not sufficiently high to protect you. I see your point. 

Mr. Moss. That is right. There is something else that should be 
brought out, too. As you realize, over a period of years since 1930 it 
has been the importers’ prerogative legally to find any means to, either 
superficially or otherwise, change the appearance or classification of a 

roduct in order to get a lower duty. That is perfectly legal, and that 
has been done to the extent that we have a further difficulty. 

The Cuamman. Have you thought in terms, where the application 
of the escape clause is not appropriate because no concession has been 
made, of utilizing section 336 ? 

Mr. Moss. Yes, sir, and we did that for one of our smaller products. 
That was string gloves. But as I understand it, there have been 13 
more applications for 336 relief since 1936. I believe only two of them 
were entertained by the Commission. The others were dropped. 

In our case I have no objection to the fact that the Commission 
dropped it, because the statistical problem involved and many other 
considerations indicated it was proper for them to do so, but I think 
that the committee should look into the reason why so many of the 
section 336 applications have been dismissed by the Commission in 
the last 12 years or so because I think there is a mechanical difficulty 
in administering that. 

Secondly, assuming that we did get relief under 336 or could apply 
and get consideration, the feeling is so narrow on that one item com- 
pared to the other that the difficulty with that paragraph is that you 
cannot show many imports on it because there are not many coming 
in, but as soon as the relief is granted on the others that would be the 
low tariff and then the imports would come in. 

That is prejudging the case but we know from experience that is 
the case. 

There is another case that is worth mentioning for the record. That 
is we have differences in classification. Now there is a mechanical, a 
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statistical difficulty on the part of both the Commission and the indus- 
try in solving the problem of the nylon glove, which is classified as 
such when it is imported, but actually it is a glove with a small per- 
centage of nylon which is the component of chief value and about 70 
percent wool and is sold as a wool glove but the duty is on a nylon 
glove. 

~''Then we have a similar situation where there is a classification on 
horsehide-cowhide letter gloves in 1930 which was intended to cover 
industrial gloves. 

Now, the Japanese through their ingenuity have put out a beautiful 

glove which is a horsehide glove; it takes only 15 percent duty. 

‘ Now, if we were to include that in our escape clause and get relief 
on that the rate would raise to 25 percent. The next step would then 
be the quota and the Commission is reluctant to recommend a quota in 
that naturally the administration is reluctant to follow the Commis- 
sion’s advice 1f it does recommend one. 

I donot have to project myself that far. 

The Carman. Any further questions of Mr. Moss? If not, Mr. 
Moss, we thank you, sir, for coming to the committee and giving us 
the benefit of the views of your organization. 

Mr. Moss. Thank you very much. I appreciate it. 

(The following material was filed with the committee :) 


Tue St. Anprews Texte Co., Ino., 
New York, N. Y., March 17, 1958. 
Hon. Wirzvr D. M11, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, Washington, D.C. 


Dear Mr. Miixs: We here at St. Andrews are a small organization like thou- 
sands of other importers, and we are vitally interested in the Trade Agreements 
Act which is now under review by your committee. 

I would like to go on record in my small way in stating that we definitely 
support the 5-year extension of the Trade Agreements Act with additional 
bargaining power, but very strongly oppose the proposal for an increase in 
duties to 50 percent above the July 1, 1934, rates in the escape-clause case. 

In an organization, such as ours, we employ four people, which is about average 
for concerns of our type. We are solely dependent upon the import of textiles 
and, as you know, due to the wool quota we are experiencing problems enough 
in that field without having more problems under the proposed change in the 
Trade Agreements Act, and we definitely feel that small businesses, such as ours, 
have every right to expect from the Congress of the United States'a reasonable 
protection and consideration. 

May I point out that the entire group of importers and their employees are a 
much smaller group of voters than there are in the export field. Being a firm 
believer of trade rather than aid, knowing as you do there can be no exports 
without imports, I ask your due consideration. 

Yours truly, 
WILLIAM B.. DRESCHSEL. 


AMALGAMATED LAcE OPERATIVES OF AMERICA, 
Philadelphia, Pa., March 10, 1958. 
Hon. Wiisur MI“1s, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Mr. CHatrRMAN: The Amalgamated Lace Operatives of America, Lever 
Section, a labor union formulated some 65 years ago, desires to register in the 
strongest possible way its opposition to H. R. 10368. 

It would appear that the catch slogan of a few years ago of “trade, not aid” 
has now switched to “trade, and aid.” In other words, it is proposed that our 
assistance to foreign countries be both monetary and a greater slice of our 





RENEWAL OF TRADE AGREEMENTS ACT 853 


markets and our jobs. If this be so, we‘have in prospect the worsening of a situa- 
tion that is already fraught with dangerous consequences. 

For the workers who have experienced the full impact of our tariff-cutting 
policy cannot be persuaded that further tampering with tariffs will not aggravate 
the havoc already inflicted on their standards of living; neither is it a fair 
proposition that they serve as guinea pigs for the purpose of molding the economic 
expansion of industries abroad who reach out for the control of our home 
markets. 

This repetitious tariff-cutting policy is nothing more than a sentence of slow 
death to many domestic industries whose survival is dependent on fair protection 
against cheap-labor competition. Because of the devices practiced by other 
countries in the regulation of their imports, the proposition that the United 
States embarks on another round of tariff cuts means the stimulating of foreign 
goods into the American market. The end result is shrinking employment and 
hardship for many industries. 

A case in point is the American leavers lace industry. 

For the past year the employment opportunities of our membership has been 
steadily diminishing. We have the plants, the machinery, and we have highly 
skilled and industrious workers. 

Notwithstanding this broad production potential, unemployment is at its 
highest peak in more than 20 years. The average workweek for our entire 
membership is little more than 15 hours per week, and the future outlook from 
an employment standpoint is no brighter than a continuance of the same dose of 
bitter medicine. 

Like most other affected industries, we hold no advantage in technological 
improvements to whittle down the edge of low-wage imports. Our French and 
English competitors use the same machinery as used in the United States. 
What we are up against is the fact that French and English workers are paid 
one-sixth of the wages paid in the domestic lace industry, and that is an advantage 
that is too great to overcome under a policy that seems destined to sell our market 
and our jobs to foreign soil. 

In view of the fact that we are exceptionally vulnerable to import competition, 
and because we oppose the President exercising authority over the Tariff Com- 
mission’s recommendations, we are united in our opposition to H. R. 10368, and 
wish to have our opposition made a matter of record. 

We respectfully urge that the House Ways and Means Committee support 
the passage of H. R. 10818. 

Sincerely yours, 


. 


FREDERICK Dixon, President. 


AMERICAN Woon GLove ImMporteRS ASSOCIATION, INC., 
New York, N. Y., March 7, 1958. 
Hon. Wiisur D. MitZs, 
Chairman, Committee on Ways and Means, 
Washington, D.C. 


Dear Mr. Miris: This memorandum is submitted in conjunction with your 
current hearings on the extension of the Reciprocal Trades Act. The American 
Wool Glove Importers Association is an association whose membership comprises 
importers purchasing approximately 90 percent of the wool gloves imported into 
the United States. 

It is my understanding that a representative of the American Knit Glove As- 
sociation has appeared in person to testify before your committee. We choose 
not to burden you with excess testimony, but instead merely wish to submit a 
brief memorandum for your respectful consideration. 

For the last 9 years the American Knit Glove Association has conducted a 
program of harassment, employing every possible means to hinder and impair 
the normal flow of wool gloves from abroad. By repeated appearances before 
governmental agencies and many statements in the press, they have tended to 
give the impression that the domestic wool glove industry is constantly in dire 
distress and facing extinction. Statistics have been juggled to give the impres- 
sion that many companies have been liquidated and that large segments of the 
working forces are unemployed. These facts are just not true. 

All the facts brought forth before the Tariff Commission in 1954 by the im- 
porters are equally true today. The products are unrelated, noncompetitive, and 
sold to a different class of trade. Domestic manufacturing has remained ap- 
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proximately at the 1950 to 1954 level, and the principal manufacturers in the © 


United States continue to enjoy a sellers market, selling on allocation and con- 
tinue to expand their plant facilities. Marginal manufacturers go in and out 
of the business, as happens in every line, for reasons unrelated to imports. 

Imports have increased in 1955 and 1956 due to the unusual cold winters of 
those two seasons. The increase in imports due to cold weather was accompanied 
by an increase in domestic production, also due to cold weather. The warm early 
November and December of 1956 and 1957 resulted in poor glove business for 
both imports and domestic manufacturers. As a result, imports dropped in 1956 
by 10 percent, and by another 15 percent in 1957. 

At this very moment Japan, the principal source of imported wool gloves, is 
preparing to establish an exporters quota on the amount of wool gloves which can 
be shipped to the United States annually and, while not yet final and official, it 
is expected that the quota amount will be set at a quantity which will cut imports 
by another one-third again. This further cut will reduce the total available 
imports from Japan to approximately the 1954 level. 

We understand that the American Knit Glove Association has sponsored leg- 
islation presently before your committee for the establishment of quota on im- 
ported gloves which would set the quantity at 50 percent of domestic production. 
Any such limitation would result in a shortage of the imported product without 
any consequent gain to the domestic product for reasons clearly set forth in the 
record of the 1954 Tariff Commission decision. 

We strongly advocate the extension of the reciprocal trade program. Our 
concern is more with the crippling amendments to the escape clause than with 
the additional tariff-cutting powers in the proposed legislation. As we under- 
stand the proposed escape-clause amendments, they pose a serious threat to 
the future importation of wool gloves and mittens. Any diminution of imports 
would deprive American consumers of a needed product and deprive our trading 
partners with needed dollars. 

We respectfully urge that the proposed legislation be enacted with the elimina- 
tion of those clauses relating to a change in the escape clause procedure. 

Respectfully submitted, 

HERMAN Gross, Chairman. 


THE Lace & Emsrorery ASSOCIATION oF America, INC., 
New York, N. Y., March 20, 1958. 
Hon. Wirisur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Mritzs: Our association wishes to go on record in support of a 5-year 
extension of the Trade Agreements Act, and we request that this letter be inserted 
in the record of the current hearings on H. R. 10368. 

The 5-year extension should, in our opinion, be accompanied with additional 
bargaining power so that the President may negotiate effectively with foreign 
countries to obtain concessions benefiting United States exporters. Specifically, 
we support the proposal for a 25-percent reduction on a selective basis from the 
rates that will be in effect on July 1, 1958. We also endorse the proposals to re- 
duce rates that are higher than 50 percent ad valorem to that duty level. We are 
not particularly concerned with the proposal set forth in the bill to reduce duty 
rates by 3 percentage points, because the duty rates on laces and lace articles 
are still relatively high. 

We strongly oppose the proposed amendment to the so-called escape clause 
which would authorize the President to increase existing rates of duty by as much 
as 50 percent above the July 1, 1934, duty rates. On July 1, 1984, the duty rate 
on laces, nets and netting, and lace articles was the extremely high Hawley-Smoot 
rate of 90 percent ad valorem. If the new provision is adopted, it would mean 
that lace importers would have to conduct their business under the constant 
threat of a possible duty increase to 135 percent ad valorem. This threat would 
create an intolerable situation of uncertainty in the trade, because importers must 
place their orders with foreign producers in Europe many months before delivery 
can be made. 

We also are vigorously opposed to the proposals that have been made to take 
away from the President the authority to accept, modify, or reiect the recom- 
mendations of the Tariff Commission in escape-clause cases. We respectfully 
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submit that the President has access to information, some of which is not appro- 
priate for release to the public, that puts him in a position to pass judgment on the 
recommendations of the Commission in the light of the broad national interest. 


Respectfully yours, 
mre sh JEAN Prerre Stern, First Vice President, 


TEXTIDE SECTION, 
New York Boarp or Trane, INC., 
New York, N. Y., March 20, 1958. 
Hon. Wiizvur D. MIs, 


Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


DEAR Mr. Mitts: At its regular monthly meeting yesterday, the Textile Sec- 
tion of the New York Board of Trade adopted the following resolution : 

“Whereas the Textile Section of the New York Board of Trade strongly feels 
that the present Trade Agreements Act and the programs and practices there-» 
under have resulted in the creation of a situation whereby the domestic textile 
industry has incurred serious injury from the flood of foreign imported textile 
products and the prospects of such injury becoming greater and more widespread 
is a serious concern of the membership: Therefore be it 

“Resolved, That the Textile Section of the New York Board of Trade does hereby 
declare that it favors the enactment by Congress of such tariff legislation as will 
provide more effective safeguards for domestic industry, and will provide that 
the decisions of the Tariff Commission or any board or group succeeding to its 
functions shall be final, with review only by Congress; and it is further 

“Resolved, That copies of this resolution be sent to the Honorable Wilbur D. 
Mills, chairman of the House Ways and Means Committee, under cover of a letter, 
requesting that this resolution be made a part of the printed record of the 
hearings.” 

It would be very much appreciated if your committee would give consideration 
to the suggestions contained in this resolution. 

Respectfully yours, 
RatpyH J. BACHENHEIMER, Chairman. 


STATEMENT TO THE WAYS AND MEANS COMMITTEE OF THE HOUSE OF REPRESENTA- 
TIVES BY SIpNEY S. KorzENIK, EXECUTIVE DIRECTOR AND COUNSEL, NATIONAL 
KNITTED OUTERWEAR ASSOCIATION, ON THE PROPOSAL TO EXTEND THE TRADE 
AGREEMENTS Act (H. R. 10868) 


The National Knitted Outerwear Association, in whose behalf this statement 
is submitted, has a membership of nearly 800 firms and represents more than 
85 percent of the Nation’s production of sweaters and other knitted outer apparel. 

The Reciprocal Trade Agreement Act as it is being presently administered pro- 
vides no adequate safeguard against such injury as American sweater manufac- 
turers have suffered from Japanese competition. Under our rigid most-favored- 
nation formula there is a critcal failure to distinguish between foreign goods 
originating in countries with relatively free labor markets and whose labor 
standards are at least conceptually (if not quantitatively) comparable to our 
own, and imports which like those from Japan originate under conditions so 
radically different from ours as to make anything resembling fair competition 
impossible. This basic weakness deserves your reexamination. Unless remedied, 
the trade injuries arising from it will ultimately undermine the entire reciprocal 
trade agreement edifice. 

We are opposed to any extension of the Reciprocal Trade Agreement Act which 
does not take into account the special and destructive character of competition 
from countries whose standards are so drastically different from those prevailing 
in western countries. At present the chief source of such competition is Japan, 
though we envision similar problems arising elsewhere with the industrial awak- 
ening of other areas of the Bast. The case we speak of is special and requires 
special treatment and probably the direct limiting of such imports by a quota 
system, the prices being so low that tariff restrictions are not practicable. 

All this is said in full recognition of the importance at this juncture of our 
international affairs of extending economic aid to Japan and otherwise cementing 
close and friendly ties with that nation. But the point is that unless sensible 
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limits are imposed on the quantities of low-priced goods which the Japanese send 
into our market, not only will American competition be hurt, but—as the facts 
stated below clearly demonstrate—the trade of our other western allies in the 
American market will be hurt and the Japanese themselves will ultimately destroy 
the market they seek to exploit and their own trade prospects in it. This is not 
mere conjecture. One of the chief purposes of this presentation is to demonstrate 
that in the areas of the sweater market which the Japanese have penetrated, 
these very results have come to pass. 

The importation of wool sweaters made in Japan is of recent origin. But 
in a relatively short time, their impact on our market has been immense. In 
1954, according to the figures of the Japanese Ministry of Finance, 13,611 dozen 
sweaters of wool and cashmere were exported from Japan to the United States. 
This was not a large quantity. Yet, the prices were so shockingly low that 
the effect on the market was beyond anything commensurate with the quantity. 
The price of Japanese sweaters made of cashmere, and of excellent quality, 
was $15.75 at retail. This was in contrast with the price of British cashmeres, 
then $28 and $30 on American retail counters, and with American cashmeres 
at about $1 or $2 less than the price of the British product. 

The first retail promotions of the Japanese sweaters were a disturbing signal 
not only to American producers but to importers whose previous practice was 
to place their orders for cashmeres in Scotland well in advance of the fall selling 
season. The low prices of the Japanese imports were a blow to such buyer 
confidence. The effect was to brake the rising trend of imports of sweaters 
from Britain and to throw it into reverse. 

The figures show that between 1947 and 1953 the total quantity of wool 
knitted outerwear valued at over $5 per pound (which consisted chiefly of 
cashmere sweaters) rose from 173,000 pounds to 585,000 pounds. But in 1954 
the comparable figure fell to 517,194 pounds. 

The situation became important enough in 1954 for the customs authorities 
for the first time to separate out that portion of this classification which con- 
sisted of sweaters alone. In 1954 this sweater total amounted to 340,645 pounds. 
As the importation of Japanese sweaters rose between 1954 and 1955 from 
13,600 dozen to 63,800 dozen according to Japanese figures, and from 48,638 
pounds to 222,000 pounds according to United States customs figures, British 
imports declined further from 340,645 pounds to 307,624 pounds. In 1956 
Japanese sweaters scored still greater gains and British sweaters declined 
further. Japanese imports, according to our figures, rose to 884,810 pounds, 
while British sweaters, declined to 294,059 pounds. Complete figures are not 
yet available for 1957, but the first 11 months indicate a further decline in 
British sweater imports from 275,296 pounds through November of 1956 to 
203,788 pounds for a comparable period of 1957. 

Recapitulating the figures in tabular form: 


Sweater imports 


United States customs 
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1 Not available. 


Thus, the Reciprocal Trade Agreement policy up to 1953 succeeded in fostering 
British imports by successive reductions of the tariff on wool sweaters of the 
kind referred to above. The result was that in every year between 1947 and 
1953 imports of this kind from Britain reached a new high. But with the 
renascence of the Japanese textile industry, the very concessions offered in aid 
of Britain were of course extended to and used by the Japanese to undo the 
benefits that had been conferred on the British. 
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The effect upon American competition was even more devastating. American 
producers gradually yielded ground and finally had to abandon altogether the 
production of sweaters of the type sent into our market from Japan, namely, 
wool full-fashioned classics. The result is that today, despite diligent inquiry, 
we do not know of a single American factory any longer producing sweaters of 
this kind. American manufacturers have had to retreat into other types of 
production. The wool yarn trade has suffered. Unless some restraints are 
imposed on the Japanese invasion of the sweater market, the Japanese may be 
expected to follow into those other branches of the sweater field with the same 
consequences. 

It is most noteworthy that although the Japanese have thus succeeded in 
destroying opportunities for profitable trade by American and British pro- 
ducers, they have not thereby provided any enduring help to themselves. It is 
already apparent that they have destroyed the market for everyone, including 
the Japanese. The figures in the above table show both the destructive impact 
of their imports on our market and that Japanese imports have also declined in 
1957. According to their own figures, they reached a high-water mark of 261,535 
dozen in 1956. But that total declined about 15 percent, to 224,612 dozen last 
year; and, besides, there has been difficulty in absorbing even this amount here. 
Importers and retailers are still said to have considerable stocks on hand, 

The reason for this sudden decline is this: The Japanese products are able to 
make sudden and spectacular gains in our market when their success is based 
upon the existence of an American counterpart which they can dramatically 
undersell. But when American production had to abandon the wool full- 
fashioned sweater altogether, there was no longer any American promotion of 
this article to stimulate the retail interest which the Japanese could exploit. In 
the absence of an American comparison, the Japanese product was not nearly as 
attractive as it had been before. Result: The Japanese sweater trade is suffering 
from the consequences of its own marketing tactics. The Japanese are coming 
to realize in the case of sweaters, as they realized to their detriment in the case of 
cotton blouses, in the case of silk scarves, and in the case of other comparable 
articles, that they can break into a market by their disastrously low prices, but 
they cannot nourish,sustain, or cultivate a market. The result is that they have 
destroyed a branch of the sweater market for everyone, including themselves. 
The danger is that they will imtitate other types of sweaters which American 
producers have developed, only to repeat the same story. 

The Japanese are very well aware of all this. In the case of cotton goods, they 
sought to abate the detrimental effects of their cotton exports by imposing upon 
themselves, under the promptings of our State Department, a quota system limit- 
ing their export of cotton goods in various categories, with the aim of avoiding 
concentration or saturation of any particular classification and dispersing the ill 
effects of their low prices over a broader field in the expectation that they will 
thus be rendered more tolerable. 

Now without any urging on the part of our Government, the Japanese have 
announced on March 19, 1958, that they are voluntarily imposing a quota on 
their exports of wool sweaters to the United States and Canada. But the quota 
they have adopted betrays their motive and demonstrates that they are still 
unwilling to come to grips with the realities of the market. They have set a 
quota of 260,000 dozen per year. 

Their exports of wool sweaters to Canada are not immediately available, but 
it is estimated from Canadian customs data that they were less than 20,000 
dozen in 1956 and amounted to about 15,000 dozen in 1957. Thus the exports 
to both the United States and Canada last year came to no more than 240,000 
dozen. 

It is apparent from the foregoing that the quota the Japanese have adopted 
is no real limitation at all. With all their established trade relationships in this 
market, with all the sales efforts of importers, and with all their previous 
success, Japanese exports last year fell considerably short of the limit they have 
imposed upon themselves. Why, then, it may be asked, did the Japanese Gov- 
ernment establish this quota system for wool sweaters? 

It did so for two reasons: One is apparent from the timing of the announce- 
ment, A quota system, were it intended to be of real effect, might certainly 
have been more conveniently and effectively proposed at the beginning of the 
year, as was the cotton quota system. But the Japanese chose to announce it 
now for its political effects in the United States. It was intended in no small 
part for its expected impact on the deliberations of your honorable committee 
and as creating the impression that the Japanese were on their good behavior and 
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could be counted upon to moderate the bad effects of their competition. But the 
propaganda effect of the announcement that the Japanese were limiting them- 
selves to avoid injury to American competition will mislead no one who takes 
the trouble to look at the figures. The quota they set has no real significance. 

Second, apart from politics, the Japanese are also seeking to have their an- 
nouncement serve a merchandising purpose. It is intended ts trade propaganda. 
The Japanese realize that they have brought about a decline in the sales of wool 
full-fashioned classic types of sweaters in the United States and Canada. They 
would like to revive the demand they have stifled by creating an impression of 
searcity. 

While they are tempting to glean what further business they can from the 
shambles they have made of this particular branch of the sweater market, Ameri- 
can trade is unsettled and apprehensive as to where in the sweater market the 
next blow from Japanese sweater competition may fall. The market for full- 
fashioned classic sweaters of wool has already been so seriously hurt that the 
Japanese announcement is equivalent to locking the stable door after the horse 
is stolen. It suggests the likelihood that the Japanese themselves are now less 
interested in and are turning their back on such wool sweaters and are planning 
to turn their attention to sweaters made of synthetic fibers. The threat is grave. 

Unless the Japanese can somehow be restrained and the destructive effects of 
their sweater exports curbed, unless by some different method of approach, prob- 
ably most effectively through a quota limitation of our own on Japanese sweaters 
negotiated cooperatively with the Japanese, there will be no way of avoiding 
serious injury not only to American manufacture, but to other foreign production 
which the reciprocal trade agreement policy was originally intended to aid. 
And, finally, such moderation of Japanese competition will ultimately prove more 
beneficial and of longer-range value to Japan than the ephemeral gains of her 
present hit-and-run market tactics. 

True, what we propose would involve some change in our rigid application of 
the same uniform policy equally to all foreign countries. But we believe that out 
of sound realism distinctions must be made where distinctions exist, and unless 
the means are devised for coming to grips with a special character of Japanese 
competition, resentment in the American business community will rise and the 
whole structure of the reciprocal trade agreement policy jeopardized for failure 
to deal with its weakest aspect. 

The evidence set forth above demonstrates in the case of sweaters: 

1. That Japanese low-priced competition has been destructive to American 
production ; 

2. That it has proved severly detrimental to manufacturers in the United King- 
dom whose trade in the American market expanded under the encouragement of 
our reciprocal trade agreement policy up to the time of the entry of Japanese 
competition into our sweater market; and Japanese competition has undone the 
benefits which our tariff reductions were designed to confer on other foreign 
producers ; 

3. That Japanese marketing tactics have destroyed the market even for the 
Japanese ; 

4. That the Japanese announcement of a quota voluntarily imposed on their 
sweater exports is an acknowledgment of the destructive potentiality of their 
exports to the American market and an admission that the sound way to abate 
these undesirable effects is through quantitative limitation ; and 

5. That the Japanese quota system for sweaters, as announced, is of no real 
consequence, and in the absence of any action on our part, the Japanese cannot 
be expected to come to grips with the realities and to provide a true safeguard 
for all interests concerned. 


Marcu 7, 1958. 
Hon. Wixevr D. MILLs, 
Chairman of the Committee on Ways and Means 
House Office Building, Washington, D. C. 

Dear Sim: As an American who seeks the well-being of our country as well as 
an importer of European upholstery fabrics, I urge you to consider the increas- 
ing importance of the world outlook on trade. In this day and age, more than 
ever before, our own interests must parallel the interests of other peoples as 
well. This also holds true within the different economic segments of our own 
country. 

It is no idle cliche to repeat “To export we must import” and far more Am- 
ericans are employed in industries that depend on our exporting than by in- 
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dustries which must compete with imports. We must, therefore, not exagger- 
ate the effect of such imports in the economy picture of the United States. 

The growth of an economy is not assured by restricting competition—in fact, 
most of the competition takes place among the different sections of our own 
country and the different industries—and not by the competition of foreign 
products with domestic goods. 

For these and many more reasons, befitting the responsibilities of the United 
States as a world power as well as its responsibilities to all our own people 
as consumers, I urge you to support and vote for extending the Reciprocal Trades 
Agreement Act for at least another 5 years and put it on a permanent non- 
political basis. 

Respectfully, 
Peter Z, Fipter, President, 
M. Frorer & Son, INo. 





STATEMENT OF W. Ray BELL, PRESIDENT, THE ASSOCIATION OF COTTON TEXTILE 
MERCHANTS OF New YorK WITH REsPeEct TO House Brirts 10368, 10369, 10370 


We are a trade association with headquarters in New York City. Our mem- 
bers are marketing firms and sales agencies which sell and distribute through 
domestic and export channels the great bulk of woven cloth and other textile 
products made by the cotton mills of this country. Since our activities are 
concentrated in the field of textile marketing, we must face daily and at point 
blank range the challenge of foreign competition, and in a realistic and prac- 
tical sense, weigh its impact on the health of the American economy. 

We have participated in many legislative discussions over the Trade Agree- 
ments Act and its perodical extensions. Our last appearance before the Ways 
and Means Committee was approximately 3 years ago, on February 1, 1955. At 
that time we emphasized the vital importance to the United States of pre- 
serving its textile and apparel communities and their employment activities for 
over 2 million workers. (Today textile and apparel employees number in total 
2,125,600 persons or 1 out of every 7% employed in all United States manu- 
facturing.) In opposing new tariff concessions in H. R. 1 and especially those 
designed to expedite and expand the movement of Japanese competing products 
into this country, we were simply asking the Congress to do two things. One 
was to restore the reciprocal features of the act by excluding from bargaining 
negotiations highly competitive commodities. The other was to equalize through 
tariffs the wide discrepancies in production costs between American standards 
of work and living, enforced by law on domestic producers and the incredibly 
low costs of Asiatic competitors operating under vastly lower standards. 

Under the administration of the Trade Agreements Act these pleas have gone 
unheeded. in the various negotiations under GATT from 1948 to 1955, textile 
tariffs have been selected for repeated cuts, to the point that tariff schedules in 
general have lost all force in balancing the cost gap between domestic and foreign 
labor costs. Additional and striking discrimination in favor of the foreign 
competitor has developed in the past 2 years through the bargain sales of Ameri- 
can surplus cotton to foreign mills at prices lower by 25 percent than American 
mills are forced to pay. Further assistance for the foreign competitor in his 
raw material purchases come from easy financing, barter deals, and outright 
grants to non-textile-producing nations on condition of their exchange for foreign- 
made goods. 

Against these special privileges and discrimination in favor of the foreign 
mills which eagerly seek American markets, the domestic manufacturer of 
textiles or apparel is practically helpless in price competition, a factor of great- 
est importance in our textile markets. The executive branch of the administra- 
tion has recognized the threat of severe injury to our economy as the direct 
result of these inequities which are grounded in national statutes of social and 
farm legislation. In the case of Japan the administration last year negotiated 
specific quota arrangements on imports of cotton fabrics and products as an 
extraordinary means of lessening the flood of low-price goods and compensating 
for the exceptional benefits that have been bestowed by our Government on all 
foreign competitors in our home markets. 

Unfortunately, the Japanese arrangements are bilateral in nature whereas 
our bounties of cheap cotton are generalized and our high standards of wages 
and other labor costs are not enforcible on other countries. Hence, imports of cot- 
ton manufactures from Hong Kong have increased tenfold over the past year, 
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and their total volume has risen from $670,000 in 1956 to approximately $6 mil- 
lion in 1957. Such acceleration of volume in a short time confirms our deep 
conviction that American textile markets under the Trade Agreements Act ad- 
ministration are fast becoming a battleground for world competition. It is an 
economic monstrosity that insuperable advantages are handed out generously 
to the competitors from overseas and in part paid for by American mills and 
their workers, as taxpayers. 

The fault is in the administration of the Trade Agreements Act which has 
been diverted from its original purpose of aiding American exports to an instru- 
ment for fostering and promoting imports of commodities in direct competition 
with goods made under our high costs and standards of living. Until this direc- 
tion and emphasis is changed, it seems certain that the textile industries of this 
country, their workers and their communities will live in dire peril, under 
threat of successive waves of low-cost products imported from all over the 
globe. Today our chief problems are Japan and Hong Kong. Tomorrow they 
may be India and Pakistan, or even West Germany, Holland, and Belgium, for 
all are free to buy our cheap cotton and to operate their mills without reference’ 
to the social and economic standards which American mills are forced to observe. 

While tentative remedies for actual or potential injury have been incor- 
ported in recent versions of the law, it has already been noted that the Japanese 
arrangements for quantitative limitations were made under extraordinary pro- 
cedures of governmental negotiations in order to bypass the statutory escape- 
clause proceedings and decisions. By so doing, the control of shipments re- 
mains with Japan and upon the good faith of that country depends the future 
relief of our textile economy from a grave and continuing threat to its well- 
being, or even existence. We do not question the good faith and honorable in- 
tentions of the Japanese, but submit to the committee that the determination of 
quotas or equalizing tariff rates and their effective application is a direct respon- 
sibility of the United States which demands incorporation in any statute 
governing our foreign-trade policy in the future. 

So long as the Trade Agreements Act is administered with a main goal and end 
purpose of encouraging imports of directly competitive products into Amer- 
ican home markets, the textile and apparel industries of this country will 
remain in jeopardy. For they cannot escape the higher labor costs and work 
standards that are mandatory under our statutes. They are prevented by our 
raw cotton quotas from access to cheaper foreign growths of raw material and 
denied participation in the cut rate “fire sales’ of American cotton which are 
a special privilege of foreign mills only. They must support these benefits to for- 
eign competitors with the payment of American taxes. 

Such discrimination against the American textile producer and his workers in 
their own home markets makes a huge farce of our vaunted free economic sys- 
tem which the Trade Agreements Act is supposed to protect and strengthen. In- 
stead, under its administration the equalizing forces of adequate tariff rates 
have been made impotent through successive concessions and the pressures 
toward their complete elimination. Reasonable quotas remain the only alterna- 
tive to an adequate tariff structure unless the textile and apparel industries 
are to be abandoned as expendable. No provisions for relief through quotas are 
made in the impending legislation, although this was the chosen approach of the 
administration in our recent experience of securing relief from concentrated 
imports of low-priced goods from Japan. More than anything else, this demon- 
strates the futility and ineffectiveness of the so-called safeguarding provisions in 
the law. Since in practice, quota determinations have been preferred to the 
statutory methods of relief, we urge that the new legislation undertake to make 
this a responsibility of the United States Government and require its application 
to all foreign nations which produce textiles and apparel and sell in the United 
States markets. Hardly any textile producing nation could object, since each 
of them guards its own home textile markets through various forms of control 
which carry even greater restrictions. 


STOFFEL & Co., INc., 
New York, February 26, 1958. 
Re H. R. 10368. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 
GENTLEMEN: I am greatly in favor of a 5-year extension of the Reciprocal 
Trade Agreement Act with added bargaining power to the President. On the 
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other hand I am opposed to the provision in that bill which would authorize the 
President to increase rates up to 50 percent of the 1934 rates. 

At a time when United States exports exceed imports, at a time when we are 
always talking freer trade, at a time when the countries of Europe are grouping 
together to eliminate trade barriers, at a time when we must for the sake of peace 
strengthen the economies of the politically uncertain countries, it would be a 
serious blow to our already declining prestige abroad if Congress was to show 
through its actions that the United States doesn’t do what it preaches. 

Tiings are different now from what they were previous to World War II. 
Today we are an integrated part of the world and we must deal, bargain, and 
trade with all countries. It is inconceivable that a decision on tariffs be in any 
other hands than the Excutive’s. Congressmen and Senators are by force of 
nature inclined to particularly look after the interests of a small segment of the 
country (their constituentg), whereas the President will act in the best interests 
of the country as a whole. 

The importance of large trade with all nations to our own domestic prosperity, 
to our own security, and to world peace, is such that we must give the Presi- 
dent all the tools he needs to bargain and deal with other countries in matters 
of foreign trade and tariffs. The Reciprocal Trade Agreement Act now up for 
extension does just that. 


Very truly yours, 
Max FiscHer. 


HANNAY BROTHERS Co., 
Dallas, Tew., February 11, 1958. 
Ways AND MEANS COMMITTEE, 
House of Representatives, Washington, D.C. 

GENTLEMEN : My name is Robert Hannay, resident of Dallas, Tex. I have been 
engaged in the export cotton business since 1919 and have been a principal of my 
own firm since 1925. 

It seems to me that from the point of view of the cotton business it is of 
the utmost importance that the Reciprocal Trade Agreements Act be renewed 
substantially as asked by President Eisenhower. While exports of cotton vary 
greatly, it should be at least 5 million bales a year. This cotton will cost 
buyers something like $600 million a year. There are only two ways. that 
foreigners can get dollars to pay for this cotton. One, is if they sell us goods. 
The other is if we give them the money or lend it to them, which probably comes 
to much the same thing. Therefore, from the point of view of the cotton 
industry, it is of the utmost importance that imports into this country continue 
on a large scale. If this is not done cotton production will have to be reduced 
by about one-third which will mean ruin to large numbers of the farmers who 
grow it. 

It appears to me that the best way of insuring a continuance of imports is 
to allow the President to continue to exercise the powers in the matter of 
tariff which he has exercised for a number of years past. It appears to me 
that these powers, on the whole, have been wisely executed... I therefore urge 
on you as vigorously as I can that you recommend the renewal of the Reciprocal 
Trade Agreements Act in substantially its present form. 

Sincerely, 
Ropert HANNAY, 


CONGRESS OF THE UNITED STATEs, 
House OF REPRESENTATIVES, 
Washington, D. C., March 26, 1958. 
Hon, Witseur D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR COLLEAGUE: I am pleased to transmit the enclosed letter from Mr. G. 
Freeman Fly, president of the Southern Garment Manufacturers Association, 
Ine., and to request that same be included in the record of hearings on H. R. 
11250, as Mr. Fly has requested. 

With kindest regards and best wishes, I am 

Very sincerely yours, 
Joe L. Evins, 
Member of Congress. 
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SouTHERN GARMENT MANUFACTURERS ASSOCIATION, INC., 
Shelbyville, Tenn., March 24, 1958. 


Subject : The Reciprocal Trade Agreement Act. 


Hon. Witsur D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

Dear Mr; CHAIRMAN: Inasmuch as circumstances prevented our being able 
to arrange for a witness to testify in person to your committee, setting forth 
the views of this organization on the Reciprocal Trade Agreement Act, it would 
be appreciated if you would make the following statement of our views a part 
of the committee record. 

This association represents some 700 members, operating approximately 2,000 
plants, manufacturing men’s, boys’, women’s, and children’s items of apparel 
and our production largely is in the low- to medium-price range. Our customers 
are wage earners, farmers, service-trades people, and the like. 

We support the provisions of H. R. 11250, introduced by Congressman Dorn. 
We cannot support H. R. 10368, the administration bill, as to do so would, in our 
opinion, amount to a perpetuation of an ill-advised administration of the recip- 

rocal trade agreement program. 

If the members of your committee could afford to give the time to go into 
and appraise the experience such industries as this one has been having during 
the past 3 years, with competition from countries like Japan and Hong Kong, 
and the effect of this competition on the operating of our plants and the giving 
of employment, it is felt that such members of your committee would be in 
agreement with us that H. R. 11250 should be enacted. 

We are forced to try to sell. our product at. an average wage of approxi- 
mately $1.50 per hour, in competition with like quality goods manufactured 
in such countries as Japan and Hong Kong at, we are informed, a wage cost 
of about 10 cents per hour. This, coupled with a ridiculously low tariff rate on 
made-up goods, is a competitive handicap impossible for us to overcome and 
as result this sort of competition has been one of the contributing factors to 
the depressed conditions our industry is experiencing at the'present time. 

For approximately 1 year, a substantial percentage of our plans have been 
closed, another substantial percentage have been operating on short workweeks, 
2 and 8 days per week. Some plants are going out of business. We do not 
say that the foreign competition is the sole cause of this worsening situation, 
but it is definitely one of a substantial and contributing factor. 

We have exhausted ourselves with the Department of Commerce and Depart- 
ment of State in endeavoring to have those agencies effect protective measures 
that would still permit a sizable volume of competitive imports, but that such 
volume would not reach such proportions as to cause this deteriorating. price 
structure situation we have which prevents running the plants. 

The employment in our industry, taking the last known dependable figure, is 
approximately 1,250,000 people. The employment represented by the members 
of our association is approximately 300,000 people. As stated, our industry is 
feeling the effects of the depressed business conditions brought about in part 
by this wide disparity in selling prices of goods made in foreign countries in 
competition with ours. 

We could write a great deal more as part of the statement of our position 
which it is felt might. be repetitious. We earnestly beseech the committee to 
give favorable consideration to the Dorn bill, H. R. 11250. 

Appreciating this opportunity of stating our views, we are, 


Respectfully yours, 
G. Freeman Fy, President. 


Gro. C. Moore Co., 
Westerly, R. I., March 17, 1958. 
Hon. Wrsvur D. Mitts, 
House of Representatives, 
Washington, D. C.: 

It has just been called to our attention that H. R. 10868, currently in the 
House Ways and Means Committee, for a 5-year extension of the Trade Agree- 
ments Act of 1934, is being given serious consideration. 

Being a textile manufacturer, this H. R. 10368 is definitely detrimental to the 
employees of our plans, —1 or 2 of which is situated in your State. We would 
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appreciate very much your assistance in seeing that this bill, H. R. 10868, is 
defeated, for in passing it, it just means more unemployment in the textile 
industry. 

That Trade Agreements Act of 1934 has already caused us to slow down our 
production considerably due to importation of our type of elastic fabrics from 
Europe and also from Japan, and any further continuance of that act of 1984 
just Means more unemployment. I know very well you do not want that to 


‘ happen so will you please do everything you possibly can to see that this Trade 
Agreements Act is defeated? 


Your assistance on this will be greatly appreciated. 
Very truly yours, 


H. Q. Moore. 


CONGRESS OF THE UNITED STATES, 
HOovusE OF REPRESENTATIVES, 


Washington, D.C., February 3, 1958. 
Hon. Wi1zuR D. MILLs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. OC. 


Drak Mr. CHAIRMAN: In keeping with the instructions given me by a member 
of your committee staff, I am attaching two letters from the General Industries 
Co., of Elyria, Ohio; one signed by Mr. Fritzsche, chairman of the board, and 
the other by Mr. H. E. Moon, vice president of the company. 

In view of the import of these letters I ask that they be included in the report 
of your committee on the subject of reciprocal trade agreements. 

It is my further understanding that if requested we will be notified when 


these letters are approved for inclusion in the report. I will appreciate this 
courtesy. 


Sincerely yours, 


A. D. Baumnakt, Jr. 
Member of Congress. 


THE GENPRAL INDusTRIES Co., 


Elyria, Ohio, December 30, 1957. 
Hon. A. D. BAUMHART, JR., 


House of Representatives 
Washington, D.C. 


Dear Mr. BAuMHART: Our wholly owned subsidiary, General Industries Inc., 
Connecticut, has manufactured textile pins used in the preparation of fibers 
for over 50 years. 

About 10 years ago there were 3 manufacturers in this business: W. H. 
Bagshaw, Nashua, N. H.; Wm. Crabb & Co., Black Mountain, N. C.; and our- 
selves. During the last 2 years the Wm. Crabb Co. has been liquidated, due to the 
pricing structure which I will explain. 

We are the only company in this country that manufactures the smaller sizes 
as well as the larger sizes of pins; whereas, the Bagshaw Co. manufactures textile 
pins in the larger range of sizes only. 

The pioneers in the textile pin industry originally came from England and 
the British competition has been very severe, but since 1950 Germany entered 
the market at prices that are approximately 20 percent under our prices and this 
has resulted in our not being able to raise prices on our product since 1950, 
notwithstanding the increases in wages and the price of steel. It is obvious from 
this that our profit picture today is substantially lower than it was 10 years ago. 

Prior to the reciprocal trade agreement with Great Britain, all textile pins 
were dutiable at 40 percent, but this agreement cut the duty on some classes 
of pins 20 percent. But because of the great difficulty in classifying the pins 
the custom officials ruled that all pins regardless of use were Subject to duty 
of only 20 percent; whereas, before this ruling the ports of Boston and Phila- 
delphia charged 20 percent and 40 percent respectively. 

The purpose of this letter is to point out that the Reciprocal Trade Agreement 
is coming up for consideration in the next Congress and in which connection the 
President is asking not only for a 5-year extension but also the power to cut 
tariffs even further. 
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This is naturally of great concern to us because obviously we cannot stand 
a further reduction in the duty and still remain in business based on the facts 
as recited above. 

We are considering petitioning the Tariff Commission for relief and if this is 
not granted we will in a short space of time have to stop the manufacture of 
textile pins on which we are losing money, and this would represent not only 
loss of jobs but also a loss of the company and would leave the textile industry 
entirely dependent on a foreign source of supply for these products. 

During the last two wars it was impossible to import textile pins and therefore 
the textile mills of this country were the sole source and not Only that, but we 
made pins for use in the war effort, and we, therefore, feel that this matter is of 
such great concern that you will seriously think of this problem when the time 
comes to cast your vote. 

In the meantime I would greatly appreciate an expression from you as to 
your thinking in this matter, as it is an additional threat effecting our Elyria 
company, in that, foreign importation of motors from both Germany and Eng- 
land is now affecting our production and as a result of which our employment 
is considerably less than it was a year ago. We will probably bring this matter 
to your attention in a separate letter, but thought I would give you a background 
of it in the meantime. In my humble opinion American industry cannot compete 
with the low rates of pay in these foreign countries. 

Doesn’t it all add up therefore, due to the fact that if our employment in 
Elyria and Putnam, Conn., is reduced and our profits are reduced, and if this is 
duplicated in other fields, the taxes that we pay to our Government will naturally 
be lower. I think it is a very serious threat to the entire American economy and 
deserves our best thinking to reach a satisfactory solution. 

Respectfully submitted. 

A. W. FrITzscHeE, 
Chairman of the Board. 


THE GENERAL INDUSTRIES CoO., 
Elyria, Ohio, January 28, 1958. 
Hon. A. D. BAUMHARkT, Jr., 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear Mr. BAuMHART: Mr. Fritzsche, chairman of the board of our company, 
handed me some little time ago a copy of your letter to him of January 6, and 
since then I have been gathering data regarding the foreign importation of 
motors from Germany and England. 

We have been for a number of years one of the leading manufacturers of 
manual-type phonograph motors. Our principal domestic competitor is the Alli- 
ance Manufacturing Co., Ailiance, Ohio. 

During 1954 Federal Telephone & Radio Corp., a division of International 
Telephone & Telegraph Corp., imported manual-type, single-play electric motors 
for record players from a plant in West Germany. From what information we 
have been able to obtain, their importations in 1956 to the United States were 
in the neighborhood of 150,000 of these motors; but we have learned on quite 
reliable authority that 300,000 of these motors came in our country in 1957. 

Our price on a comparable motor to Federal during 1957 was $3.27 each, f. o. b. 
Byria, Ohio, while the price on the Federal motor was $3.04 each, f.0.b. New 
York. Most of these types of motors are used in New York and vicinity, and 
so you will readily understand that it was extremely difficult for us to obtain 
any business with such a price differential. 

The writer was in New York last week and was told that one company had 
placed an order with Birmingham Sound Reproducers of Staffs, England, for 
170,000 motors in the aforementioned category; and by placing this quantity 
they were able to obtain exclusive use for this particular motor during 1958. 

We also supply motors for automatic record changers, and our business, of 
course, is being affected by the importation of record changers with motors 
assembled; and, according to the information I received from Electronics In- 
dustries Asseciation of Washington, D. C., in the first 9 months of 1957, 533,970 
such record changers were shipped into the United States. 

It seems to us that a duty of 13%4 percent which applies on phonograph motors 
and phonograph parts is extremely low, and in addition we also feel that quotas 
should be established. 
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We here do not know of anyone to turn to who, in our opinion, would do as 
good a job for us as our Congressman, Dave Baumhart, and we hope that we 
will be hearing from you favorably at some time in the near future. 

Yours’ very truly, 
H. E. Moon, Vice President. 


CONGRESS OF THE UNITED STATES, HousE OF REPRESENTATIVES, 
Washington, D. C., January 27, 1958. 
Hon. Wiizsur D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

DEAR COLLEAGUE: Enclosed please find three copies of a statement of Mr. 
A. E. Gebhardt of the A. L. Gebhardt Co. of Milwaukee concerning the Recip- 
rocal Trade Agreements as they pertain to the leather tanning industry. 

It would be appreciated if you would arrange to have this statement included 
in the printed record of the hearings. 

With personal greetings, I am, 

Sincerely yours, 
Don TEWEs. 


STATEMENT OF A. E, GEBHARDT, OF THE A, L. GEBHARDT Co., MILWAUKEE, WIs. 


The export of American leathers to foreign countries has dropped steadily for 
several years, while imports have steadily risen. Most foreign markets are 
closed to American leathers almost completely by various means such as quotas, 
licensing, outright embargoes, and government (foreign) subsidies, while our 
tariffs have been reduced to the bone. We in the industry are not asking for 
tariff increases, but simply an opportunity to compete on a fair basis in the 
world market. Countries, e. g., Germany, France, ete., are persisting in this 
protectionist policy. Reciprecity in the leather-tanning business has become a 
one-way street for European tanners. This is an unfair handicap to the leather 
tanning industry and promotes the dumping of merchandise into the United 
States at prices destructive to capital and labor. 

We are fully aware that the economic health of European countries is neces- 
sary in the worldwide fight against the extension of communism. However, we 
do believe that this protectionist policy followed by these European countries 
are doing them more harm than good. A lack of competition promotes apathy 
and inefficiency in industry. We firmly believe that in the long run healthy 
competition from United States tanners will be of more benefit to these countries 
than “giveaways.” 


STATEMENT OF THE PAPERMAKERS’ FELT INDUSTRY ON TRADE AGREEMENTS 
LEGISLATION 


This statement is submitted to the House Ways and Means Committee by the 
Papermakers’ Felt Association in connection with the committee’s hearings on 
the Trade Agreements Extension Act of 1958. Currently pending before the 
House is H. R. 10368 (and companion bills H. R. 10369, H. R. 10370, and H. R. 
10371), embodying the administration’s recommendations for a new trade agree- 
ments program. Our industry considers these recommendations to be inadequate 
and misdirected; they do not take into account problems of serious concern to 
American industries such as ours. 


SUMMARY OF RECOMMENDATIONS 


Our industry believes that, before these bills are reported out, amendments 
should be made: 

(a) To cut down the duration of the proposed extension from 5 to a maximum 
of 2 years; 

(b) To limit the President’s authority to reduce tariffs in the cases of indus- 
tries whose tariffs have already been reduced significantly ; and * 

(c) To channel Tariff Commission recommendations on prevention of injury 
to domestic industry to Congress, rather than to the President. 
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STATEMENT 


The papermakers’ felt industry manufactures woven woolen felts for industrial 
uses, primarily for use on papermaking machinery. Our industry employs about 
5,000 workers and has 11 plants in 9 States. It is a small but essential part 
of the American industrial scene; its importance has been recognized by the 
Department of Defense, which declared it essential for national defense. What 
we produce is essentially a tailormade product, a strong, porous, woven woolen 
belt, ranging in length from 15 to 250 feet and in width from 24 to 300 inches, 
for industrial machines. Each felt is manufactured to exact specifications for 
its machine and is specially prepared and treated chemically for use with par- 
ticular raw materials, machine speed, etc. 


TO HELP EXPORT INDUSTRIES, OUR INDUSTRY IS THREATENED 


The problem of our industry is representative of the problem faced by all 
American industries except those mass producers of vehicles, motors, iron and 
steel equipment, etc., who stand to benefit from free trade. Those industries 
sell vast quantities on export markets; our industry does not. Because of the 
Standardized nature of, and the mass market for, their products, the export 
industries have been able to cut labor costs per unit of production to a minimum. 
Our industry is essentially a specially fabricated product industry whose tech- 
nology is known and shared throughout the world. It has high labor costs per 
unit of production. Our foreign competitors’ labor costs are one-fourth to one- 
tenth those of American producers. 


THE UNITED STATES DEMAND FOR FELTS IS INELASTIC 


We are forced to rely upon the American market for our economic life. The 
demand for our most important product, long continuous woven felts used on 
papermaking machines, is inelastic. The price of a felt compared with the 
cost of a machine on which it is used and the value of the paper output of that 
machine is insignificant. Indeed, the overhead cost when a paper mill is shut 
down to change felts exceeds the cost of the felt. In the circumstances, changes 
in felt prices will not induce a manufacturer to change felts more often than 
he has to or to use more felts. As a result, the size of the market which we 
supply is relatively fixed. Increase in paper rane has been counter- 
balanced by improved longer wearing felts. 


THE EUROPEAN CARTEL 


Our major competitors are European felt mills who have already forced the 
American industry out of the export markets in Europe, South America, and 
Japan that it enjoyed for a brief period after World War II while European 
industry was recovering from the effects of the war. 

The European felt industry is, in form and operation, a cartel. It establishes 
different export prices for different markets, independent of considerations of 
cost, while relying on protected home markets for its profits. In its home 
markets, the cartel’s customers are locked into the cartel operation by a price- 
rebate system. These low labor cost European producers can operate with a 
price freedom not available to the American industry. Thus there is every 
reason to believe that at any time they desire European industry could launch 
a full-scale attack upon the domestic markets of the American industry. Our 
only protection comes from tariffs and the less than satisfactory anti-dumping 
law. 

FELT TARIFFS HAVE BEEN CUT 75 PERCENT 


The ad valorem duty on felt imports has already been cut from 60 percent 
under the 1930 Tariff Act to its present 15 percent level. And the administration 
now proposes that it be authorized to cut the tariff by a further 25 percent. 


THE FELT AND SIMILAR INDUSTRIES WILL PAY THE PRICE OF THIS LEGISLATION 
WITHOUT RECEIVING ANY BENEFITS 


The situation in which our industry finds itself has been recognized by the 
United States Government. The Department of Commerce, in a paper submitted 
to the foreign Trade Subcommittee of this committee last year, recognized that 
if tariffs were further reduced, “the major part of the impact would probably 
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fall on textiles and an assortment of other light manufacturing industries, 
especially those dealing in speciality lines * * * On the other hand, the prin- 
cipal mass manufacturing industries of the United States would be very little 
affected * * * Many of these industries compete successfully abroad, and should 
not experience greater difficulties at home.” 

In effect, therefore, the benefits of an expanded trade agreements program 
accrue to large, mass producing industries. The burden falls on smaller indus- 
tries like ours; we are forced to give up domestic markets to provide foreign 
countries the dollars with which to buy from American mass producers. 

Such a program inevitably will have a serious effect upon American workers. 
For example, the Federal Government several years ago estimated that the 
average annual sales per worker in the wool textile field in $12,500 ; the average 
annual sales per worker in the automobile industry is $31,000. Thus, in order to 
provide 1 additional export job in the automobile industry it is necessary to wipe 
out 2% jobs in our industry. Whatever the theoretical economic arguments in 
favor of free trade, these are harsh practical consequences for industries and 
workers who are being sacrificed to the theoretical goal. 


NECESSARY AMENDMENTS 


As a result, our industry requests the committee to amend the bills now pend- 
ing before it to limit their impact on industries such as ours; to provide for 
more frequent congressional review of trade agreements legislation ; and to make 
more effective the only relief from serious injury now available, escape clause 
relief. 


1. Reduce the period 


A 5-year extension of trade agreements legislation is simply too long. Under 
rapidly changing economic conditions, Congress should not give up its rights 
to review and revise the trade agreements program for a 5-year period. Our 
industry believes that a 1- or 2-year program is the maximum acceptable ex- 
tension. This limited extension will permit responsible congressional review 
of the wisdom and operation of our trade policies in the light of the kaleidoscopic 
developments in the world. 


2. Limit power of tariff reduction 


Concurrently with reducing the term of the extension of the Trade Agree- 
ments Act, we believe that any new tariff cutting authority should be limited 
so as to take into account the cases of industries which have already felt the 
axe several times. The President is asking for authority to cut existing rates 
by 25 percent over the next 5 years. In the case of our industry, this additional 
authority is on top of the 75-percent cut in ad valorem duties that already has 
been inflicted upon us. 

We recommend, therefore, that industries whose tariffs have been reduced 
either— 

(a) to less than 50 percent of their 1930 level, or 

(b) to 25-percent ad valorem or less. 
be exempted from any additional tariff-cutting authorization under the new 
trade agreements program. Such a limitation would provide a degree of 
stability for American manufacturers and enable them to plan for produc- 
tion, employment, and sales under predictable, if not ideal, conditions. 


38. Congress to review escape-clause findings 


Finally, our industry asks that escape-clause relief be made more fair and 
certain. Tariff Commission recommendations are, of course, little comfort for 
manufacturers who have had to wait for their markets to be taken away before 
anything could be done to help them. Nevertheless, the escape-clause avenue 
of relief, although belated, is theoretically open. 

However, Tariff Commission recommendations, despite being based on factual 
findings of injury to domestic industry, are of little value because they can be, 
and usually are, nullified by presidential veto. In less than 30 percent of the 
eases of serious injury has the President followed, in whole or in part, the 
recommendation of the Tariff Commission. 

In reviewing Tariff Commission findings, the President has obviously been 
influenced by defense, economic, and other objectives of United States foreign 
policy that have no relation to the specific case before him. While the resulting 
decision may further United States foreign policy goals, thus benefiting the 
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Nation as a whole, the whole cost of the decision is borne by the specific industry 
whose injury has been disregarded. Thus, certain small industries are sacri- 
ficed, without compensation, to an executive determination of what the national 
interest is. This amounts to class legislation. 

The consideration of extraneous factors in reviewing Tariff Commission recom- 
mendations is an executive amendment of escape-clause legislation; it was not 
written into the Trade Agreements Act by Congress. In carrying out our foreign 
economic policy, the President has many weapons in his arsenal. We believe 
that he will be able to fulfill his constitutional obligations even though he may 
not have the power to veto Tariff Commission recommendations based upon 
findings of serious injury to American industry. 

Therefore, we recommend that the Trade Agreements Act be amended to pro- 
vide that Tariff Commission recommendations shall be sent directly to Congress 
rather than to the President. Congress should have the authority, by a resolu- 
tion of both Houses, to override the Tariff Commission recommendations ; other- 
wise, the recommendations should be put into effect. 

Such a procedure would return ultimate decision in tariff matters to its 
proper home, the Congress. An additional benefit from the proposed change 
would be to throw action upon Tariff Commission recommendations open to the 
public. Decision would no longer be made under the cloak of executive secrecy ; 
they would no Inoger be based upon considerations about which the industry 
concerned has no knowledge or opportunity to meet. 


APPROVE NEW POWER TO INCREASE TARIFFS TO CORRECT INJURY 


There are provisions in the present bill with which we agree. For example, 
we approve of granting authority to the Tariff Commission to recommend signifi- 
cant increases in duty, that is, up to 50 percent over the rates in effect in 
1934. The world wide infiation, coupled with the tremendous reduction in tariff 
rates through 1945, has made inadequate the present authority to raise tariffs in 
case of injury to domestic industry. We hope that this proposal will be accepted 


by the Congress. 
CONCLUSION 


The papermarkers’ felt industry asks Congress to pass a bill incorporating 
recommendations similar to those made by our industry, to insure that our trade 
agreements program does not become a vehicle for sacrificing smaller American 
industries to the needs of mass-producing corporate giants. We ask also that 
Congress reject executive domination, based upon the power to veto Tariff Com- 
mission recommendations, over industry’s right to relief from injury caused by 
United States trade policy. ‘ 

RayMOND J. LEE, 
Chairman, Tariff Committee, Papermakers’ Felt Association, 
c/o Lockport Felt Co.. Newfane, N.Y. 


UNITED INTERNATIONAL CORPORATION, 
New York, N. Y., March 7, 1958. 
Hon. Wirtsvur D. MILts, 
Chairman, Ways and Means Committee, 
House of Representatives. 

DEAR CONGRESSMAN MILLS: We wish to submit for the record the following 
recommendations in requesting you and all Members of the House Ways and 
Means Committee, to urge you to pass the Trade Agreement Act without any 
emasculating amendments. 

United International Corporation is the foreign corporation representing the 
interests of our parent company, United Merchant & Manufacturers, Inc., a public 
corporation. Our company, like other important American interests, has a very 
substantial investment in Venezuela. In round figures, that investment is in 
excess of $12 million. We operate through domestic subsidiary corporations, 
each devoted to the particular phases of our manufacturing and distribution. 
We own and operate a large plant for the manufacture of textile products, an- 
other for the production of rayon and acetate fabrics, a plant that manufactures 
acetate and other textile fibers. Furthermore, we have introduced into Vene- 
zuela virtually a new industry, namely, the manufacture of ready-made clothes 
on a mass-production basis. We ship, to supply these industries in Venezuela, 
American machinery, yarns, chemicals, and acetate staple, which, during recent 
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years, have amounted to in excess annually of $1,250,000. We also have a chain 
of important retail outlets in a number of Venezuelan cities which enables us 
to sell our products, directly to the local people at moderate. prices. 

We went into Venezuela originally because we had justified confidence in its 
economy, in the stability of its currency, and in its capacity for growth. Our 
confidence was premised on the assumption that our Government would continue 
to furnish an unrestricted market for Venezuelan petroleum products. We felt 
sure in Venezuela we would not be crippled by any stringency of American dollar 
exchange. We employ, and continue to employ, American executives and tech- 
nicians and we are training an ever-increasing body of Venezuelan natives in 
the skills of our operation. We have earned the patronage and the good will of 
the Venezuelan citizenry. 

Our investment and our operations in Venezuela are distinctly in line with 
the policy of the United States to develop industry in Latin America and to raise 
the standard of living in those countries. Moreover, our business, like other 
American interests in that country, means added income, additional taxes, ex- 
panding markets, and a higher prosperity for our own country. We are thus 
distinctly promoting American interests abroad and are doing it by the invest- 
ment of our own capital without subsidy or any financial assistance from our 
Government. 

We consider that any emasculating amendments to the Trade Agreement Act 
and any reduction in Venezuelan petroleum sales to the United States, as pend- 
ing before your committee, are threats to our business as they are to the busi- 
nesses of many other important American industries operating in, or trading 
with, Venezuela. Like ourselves, they went into the country on the same sound 
considerations as we did. We and they depend for the integrity of our invest- 
ment and for the continued success of our business on a prosperous Venezuelan 
economy. The restriction of oil imports into the United States jeopardizes the 
prosperous economy of Venezuela and indeed may drive that country into the 
ever-increasing fold of our Latin American enterprises whose trade with the 
United States is throttled by their lack of dollar exchange. 

We emphatically protest any shortsighted policy of protecting 1 or 2 busi- 
ness interests in the United States at the expense of so many others which 
represent a variety of many of our American industries. We reject the sacrifice 
of good will to our own country in so important a foreign market as Venezuela 
is to us today. 

We join in what we know must be a far-reaching reaction of substantial 
American public opinion against any action restricting or reducing Venezuelan 
petroleum imports into the United States as may be presented to you. Accord- 
ingly, we respectfully urge that you vote against any emasculating amendments 
toward this end or any adoption of a bill, act, or any legislation with similar 
objectives. 

Respectfully yours, 
Myron J. Erseman, President. 


LINEN TRADE ASSOCIATION, INC., 
New York, N. Y., March 19, 1958. 
Hon. Wiisur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Mixts: Our association was organized in April 1891, and is the 
established representative trade organization of United States importers of 
pure linen fabrics, as well as household and decorative articles made of linen. 

We wish to go on record as strongly in favor of a 5-year extension of the 
Reciprocal Trade Agreements Act with new bargaining power. Specifically, we 
favor authorizing the President to reduce existing rates of duty by as much as 
25 percent of such rates in appropriate cases. 

We also strongly favor the proposal made during the hearings that the Presi- 
dent be authorized by the Congress to transfer from the dutiable list to the free 
list any imported article which is not commercially produced in the United 
States. The bulk of fine linens are of a type that have never been produced in 
the United States, and cannot be produced economically in this country because 
the flax yarns from which these products are made would be required to be 
imported, 

We are vigorously opposed to the proposed amendment to the escape clause 
which would permit the President to proclaim increases in existing rates of 
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duty up to rates that are 50 percent above the July 1, 1934, duty rates. On 
the type of fabrics and articles which the members of our association import, 
this would mean the possibility of a 600-percent increase over present rates. In 
the escape-clause case involving certain linen toweling, the duty rate was in- 
creased from 10 percent ad valorem to 40 percent ad valorem. This merely had 
the effect of destroying the tariff advantage which the United Kingdom and 
Belgium had for years on this commodity over the Iron Curtain countries of 
Poland and Czechoslovakia. 

The single domestic company that this increase was intended to favor manu- 
factures only very coarse linen towelings, which are not comparable to the fine 
goods produced in Belgium and Northern Ireland. The result, therefore, of the 
escape clause increase in this case has merely been to expose this domestic 
mnt to intensified competition from producers in Poland and Czecho- 
slovakia. 

We also object to any proposal to transfer the authority to review escape- 
clause cases from the President to the Tariff Commission. 

Will you please insert this letter in the record of the current hearings on 
H. R. 10368. 

Sincerely yours, 
STEWART C. CarskE, President. 


New York, N. Y., March 19, 1958. 
Hon. Wriser D. Mis, 
Chairman Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D.C. 

Dear Sir: I wish to write you in support of the Reciprocal Trade Agreements 
Act which shortly comes up before the Committee on Ways and Means in the 
House of Representatives. I sincerely hope that this will be extended for at 
least another 5 years. 

At this time I also strongly wish to oppose the present quota system which 
brings unfair and unwarranted hardships on American importers. This quota 
system was tried in Europe a number of years ago and was abandoned when it 
preved to be a complete failure. Nobody in the import business can work 
under the quota—and particularly a worldwide quota—when they do not know 
the date the quota will be filled. As importers and distributors of British goods 
for 75 years, we strongly oppose this quota. 

The importation of British goods recently has fallen below 2 percent, and 
the balance of the quota has been absorbed largely by Japanese and Uruguayan 
goods, etc., trading on an imported label and the prestige built up on fine im- 
} ported British fabrics through the hard work of American importers for many 
| years. There is absolutely no justification for it and the complaints of domestic 
mills that their troubles are all caused by imports is, in the faee of the facts, 
{ ridiculous. Any sensible person knows that their troubles have been caused by 
the enromous increase in the use of synthetics (in which they are now all busily 
engaged) and the overproduction of woolens in the industry, causing many 
obsolete mills in New England to close down or move to the South. These mills 
were resuscitated due to the war, and many of them should have been closed 
down long before this. ; 

Fabrics in the woolen and worsted industry that are made in Great Britain 
are the result of many years of experience in turning out quality cloths, and 
although, unquestionably, domestic mills could make some of these fabrics if 
they wished to do so, it would take some years of training for a relatively very 
: small luxury business. Labor itself is not interested in making these difficult 
fabrics, as I know well from experience that a weaver does net wish to be 
handicapped when he is paid on a piecework basis by having to make slow and 
intricate designs—and unless a weaver, spinner, etc., is given an article where 
he can turn out some volume, he becomes very unhappy. Any differential in 
wages is amply covered by the present tariff, as far as fabrics from Great 
i Britain are concerned. 

} I hope this letter will have your consideration and that there will be a 
continuation of the very important reciprocal trade agreements to this country 
and an end to the intolerable quota system for so-called protection in the very 
i near future. 

Very truly yours, 





Spe sas errnh i 


FotkKarp & LAWRENCE, INC. 
JoHN T. LAWRENCE, President. 





RENEWAL OF TRADE AGREEMENTS ACT 871 


The Cuarrman. The next witness is Mr. Kurt Orban, Please give 
us your name and address and capacity in which you appear for. the 
record, 


STATEMENT OF KURT ORBAN IN BEHALF OF THE AMERICAN INSTI- 
TUTE OF IMPORTED STEEL, INC., NEW YORK CITY 


Mr, Orpan. My name is Kurt Orban. I am from Jersey City, N. J. 
I am here as the director of the American Institute for Imported 
Steel and also as president of my own company in the foreign-trade 

usiness. 

The Guarrman. Mr. Orban, can you complete your presentation in 
the 20 minutes allotted to you, sir? 

Mr. Orpan. Mr. Chairman, if I may, I would like to skip part of 
the written statement. 

The Cuarrman. Whatever part you omit will be included without 
objection in the record. 

You are recognized, sir. | 

Mr. Orpan. The argument that the American worker requires 
protection from the effects of cheap labor abroad has no application 
to the steel industry. The heavily capitalized domestic steel indus- 
try has a remarkably low unit cost of production, Only 1 man is 
required in the average American mill for each 2 or 3 men in the 
average European mill. 

This is not necessarily due to technological superiority but in great 
part rather to the fact that the tonnage ordered per size and analysis 
for one rolling from an American mill ordinarily is enormously larger 
than that ordered from a European mill. Larger tonnages per roll- 
ing necessitate fewer changes in rolls. 

The American mills can therefore concentrate on high-speed roll- 
ing equipment producing the greatest possible tonnage in the short- 
est possible time. European steel producers, who must take care 
largely of a variegated demand for small quantities of different sizes, 
types, and analyses, must sacrifice speed and high tonnage per size 
for greater flexibility in production. 

This.results in a much lower production per man-hour than in this 
country. Therefore, while hourly wage rates are of necessity higher 
in the United States, the actual difference in labor cost per ton between 
American and European mills is insubstantial. The normal lack of 
substantial difference between European, and American domestic 
steel prices clearly evidences this fact. 

So does the fact that American steel export. prices are, generally 
several dollars per ton higher than the published, American domestic 
market prices. This indicates that price competition, on balance, 
is no real problem. 

Moreover, it is an incontrovertible fact that the United States is 
in almost all instances the beneficiary of trade advantages with respect 
to iron and steel. The total exports of iron and steel raw materials, 
semifinished products and finished products have always exceeded 
imports. 

Teen, therefore, if benefits of reciprocal trade are to be judged from 
a purely parochial standpoint, the United States has greatly profited. 
By the same token, the greater the reciprocal trade adjustments and 
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the greater the reduction in barriers to reciprocal trade, the greater 
will be the immediate dollar benefit to the American ecofiomy, as 
well as to American security. . 

With the exception of the World War II years, when no steel was 
being imported to the United States, the flow of steel to the United 
States normally never exceeds a tiny fraction of American produc- 
tion, while the export of steel from the United States is at least twice 
as great a fraction. 

would like to point to the table on page 4 where we compare ex- 
ports and imports of iron and steel products. Without reading them 
all off you will see that the average exports were about double or more 
the average imports of steel from 1950 through 1957. 

We compiled one interesting statistic in that we deducted from the 
imports the so-called raw material imports which the American steel 
industry makes for its own use. These are primarily ferroalloys and 
pig iron, some of it from captive sources. If these are deducted the 
relationship between exports and imports, even more favorably to the 
domestic industry and averages at somewhere 4 to 1 in favor of the 
domestic steel industry. 

Another important point in considering the steel export-import 
picture is that scrap exports have become quite important in sustain- 
ing the domestic scrap industry. In 1957 there were over 5 million 
tons of scrap exported and the same is true of 1956. 

Another important point on how the European steel industry helps 
our American industrial picture is that the coal exports going to 
Europe have now risen in 1957 to a total of 76 million tons—I believe 
that is about 20 percent of total American coal production—valued at 
$789 million. 

Another point which I would like to bring out is that the European 
steel mill industry has been a very important customer of the rolli 
mill machinery builders in the United States. Almost one-third o 
the total production of steel and rolling mill machinery is sold abroad. 
In the years from 1953 through 1957 this has amounted to almost one 
quarter of a billion dollars. = 

The availability of imported materials not infrequently has enabled 
the establishment of new domestic manufacturers in coastal areas 
where they have no immediate raw material available from domestic 
sources and thereby the entire economy in those areas benefits. The 
steel import industry would like to see the Reciprocal Trade Act ex- 
tended for the 5 years as has been requested by the administration. 

We do not have any special remarks about the duty rates. We 
think the present rates are just about fair and neither the domestic 
industry nor the import industry is being hurt by them one way or 
the other. 

Mr. Chairman, may I continue with the text on the machinery 
items? 

The CHamman. Yes, sir. 

Mr. Oran. I am now citing the specific case of our own company 
which specializes not only in the import and export of metals but 
also on metalworking machinery. Overall this is not a tremendously 
big business. We were probably one of the larger companies in the 
field doing an average of about $15 million per year import and export 
combined. 
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We also produce reinforcing mesh in south Florida for the local 
area using imported raw material. 

I would like to point out that our company alone pays about $1 
million worth of customs duty per year which otherwise would have 
to be raised in taxes. 

Generally, the machinery that is imported in the metalworkin 
field is the kind not made in the United States at all or it offers specia 
advantages which are not commercially available here and could be 
reproduced only at prohibitive expense. In 1952 when. the pressure 
was on to build’some heavy extrusion and forging presses for the Air 
Force and when all domestic builders were full up with more than 
they could hope to handle we found that the Hydraulik Co. of Ger- 
many had many parts for a press that had been on order in Germany 
toward the end of the war but was never delivered. 

We arranged over a period of many months of negotiations a con- 
tract whereby Hydraulik completed and delivered this 13,000-ton 
extension press to one of the Air Force’s prime contractors on a fixed- 
price basis, not only furnishing the press when it was badly needed 
but also saving the taxpayer over $0 million based on the cost of 
similar projects handled on a cost-plus basis. | 

We also introduced exceedingly accurate gear testers for instrument 

ars used in fire control, guidance, and computer systems. Some of 
the equipment that we have introduced has played quite a part in 
putting the Explorer up into the sky. 

While many of the men associated with earlier developments in 
these fields abroad are now working in American laboratories it. takes 
an organization such as ours to keep up the flow of technical informa- 
tion between American industry and the shops and laboratories 
abroad. 

Only a constant play of ideas and information will produce the 
best results for all. 

Forty highly skilled technical people within.our organization, with 
a broad background in the various metalworking fields, help main- 
tain this flow of information. 

In this connection, it is interesting to note that Germany, to name 
just one country, has no customs duty at all on metalworking ma- 
chinery and encourages the importation of anything that will make 
for better production. 

As a result, United States exports to Germany of machinery are 
21% times as high as imports from Germany. Exports are made up 
primarily of high-speed production equipment, the great American 
specialty, whereas imports tend to be in the “fussy” specialties. 

The customs duty we pay ranges from 13 to 25 percent ad valorem. 

As machinery importers we find it takes a cycle of 5 years between 
initial research on a new process or product and final commercial- 
scale importation and sale of the product or sale of license for the 
process. Of course many of these things never prove out commercially 
at all. 

An organization such as ours contributing benefits to industry, de- 
fense, the consumer, and United States Treasury should be allowed 
normal growth based on planning over a number of years. 

We contend that a year-to-year extension of reciprocal trade is 
not enough to warrant the time and investment needed to develop 
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particularly those things which, will benefit the economy the most, 
that we must be allowed to plan on a 5-year cycle, and that a mini- 
mum 5-year extension is desperately needed to allow us to continue 
and further refine the work we are now doing. 

The Carman. Without objection the second statement will als9 
appear in full in the record, Mr, Orban. 

(The two prepared statements of Mr. Orban follow :) 


! 
STATEMENT OF THE AMERICAN INSTITUTE FOR IMPORTED STEEL, INC., IN SUPPORT 
or H. R. 10638 ‘101 


This statement is submitted to the Committee on Ways and Means by the 
American Institute for Imported Steel, Inc. The institute is a nonprofit asso- 
ciation of over 30 members, comprising the leading importers, foreign , mill 
representatives, independent merchandisers, wholesalers, and distributors of 
steel imported from Western Europe, The members of the institute are listed 
in appendix A. Their knowledge, derived from the experience of many decades 
in international trade, is freely offered to the committee to aid it in appraising 
the vital need for continuation of the reciprocal trade agreements program. 

In this year of 1958, we believe that the imperative necessity for continuation 
of the reciprocal trade agreements program has become so evident as to. make 
supporting briefs such as this almost redundant. It seems unaccountable that 
the continuation of a national policy in force for decades, repeatedly approved 
by both political parties, endorsed and urged by both the Chief Executive and 
the legislative leaders of our Government, held to be essential to our national 
defense by the highest military advisers and necessary to our general welfare 
by the highest economic advisers, should still be the subject of objection.,. This 
is especially hard to understand when it is realized that in 1957 alone our ex- 
ports exceeded imports by $8 billion. Yet objections there are, and of, two 
kinds: the first kind is motivated by special interests of a minority as small as 
it is vociferous; the second kind is grounded on obsolete concepts of geopolitics. 
This brief will not deal with the first kind of objection. The time has long 
since passed when the great majority of the consuming public will suffer out- 
rageous prices in order to protect the profit margins of a very few. 

The second kind of objection is grounded upon the fallacious proposition that 
the United States of America can survive as a viable political and economic 
entity without continuing commercial intercourse with its allies and friendly 
nations. Whether this proposition was ever true is perhaps debatable. Cer- 
tainly it has not been true in modern times. The relationship between the 
Smoot-Hawley tariffs of 1930 and both the domestic breadlines and the 
foreign storm troops of 1982 is an historic fact. The strangulation of inter- 
national trade can more quickly and more drastically injure our country than 
any coup of Soviet intelligence. No act of sabotage could be of greater value 
or more fundamentally influence the course of the world struggle. 

Our principal ally, Western Europe, is a great industrial complex which must 
trade to exist. If we will not trade with them, then they must, to live, trade 
with the Communist bloc on Soviet terms. Quite apart from the inevitable 
material increase in Communist military and industrial strength which must 
result, trade on Soviet terms inevitably produces economic, social, and political 
penetration and the risk of ultimate Soviet domination of Western Europe. 

Iron and steel are basic to the economy of Western Europe. Its steel in- 
dustry, although smaller than our own, is proportionately even more important 
to it. It is in our country’s obvious material interest that the European iron 
and steel industry be strong and stable, an end to which the United States 
has devoted much time, effort, and money through the Marshall plan and its 
successors, to make the general European economy healthy. It is equally 
important that this strength and health be sustained by reciprocal trade. 

Nor does reciprocal trade in any way conflict with the short term interests 
of our domestic iron and steel industry. The United States steel industry is the 
greatest and most efficient in the world. Under no conceivable circumstance 
could it be materially injured by imports. In fact, as shown hereafter, it 
has never been the loser by reason of reciprocal trade. 

The argument that the American worker requires protection from the effects 
of “cheap labor” abroad has no application to the steel industry. The heavily 
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capitalized domestic steel industry has a remarkably low unit cost of production. 
Only one man is required in the average American mill for each two or three 
men in the average Buropean mill. This is not necessarily due to technological 
superiority but in great part rather to the fact that the tonnage ordered per size 
and analysis for one rolling from an American mill ordinarily is enormously 
larger than that ordered from a Buropean mill. Larger tonnages per rolling 
necessitate fewer changes in rolls. The American mills can therefore concen- 
trate on high speed rolling equipment producing the greatest possible tonnage in 
the shortest possible time. European steel producers, who must take care 
largely of a variegated demand for small quantities of different sizes, types and 
analyses, must sacrifice speed and high tonnage per size for greater flexibility 
in production. This results in a much lower production per man-hour than in 
this country. Therefore, while hourly wage rates are of necessity higher in 
the United States, the actual difference in labor costs per ton between American 
and Buropean mills is insubstantial. The normal lack of substantial difference 
between European and American domestic steel prices clearly evidences this fact. 
So does the fact that American steel export prices are generally several dollars 
per ton higher than the published American domestic market prices. This indi- 
cates that price competition, on balance, is no real problem. 

Moreover, it is an incontrovertible fact that the United States is in almost 
all instances the beneficiary of trade advantages with respect to iron and steel: 
The total exports of iron and steel raw materials, semi-finished products and 
finished products have always exceeded imports. Even, therefore, if benefits 
of reciprocal trade are to be judged from a purely parochial standpoint, the 
United States has greatly profited. By the same token, the greater the reciprocal 
trade adjustments and the greater the reduction in barriers to reciprocal trade, 
the greater will be the immediate dollar benefit to the American economy, as 
well as to American security. 

With the exception of the World War II years, when no steel was being im- 
ported to the United States, the flow of steel to the United States normally never 
exceeds a tiny fraction of American production, while the export of steel from 
the United States is at least twice as great a fraction. 

That the domestic iron and steel industry substantially benefits from reciprocal 
trade is evident from the following table derived from Department of Com- 
merce statistics: 


[Net tons] 
Year Exports 
WP ssi tit DL 3, 157, 961 
WOR Sb co dish ee nsbossenks 4, 553, 275 
BE. s wane seectneeiined 5, 165, 471 
Pino sesiessodeeia 6, 008, 760 





A substantial portion of these import tonnages consists of pig iron and ferro 
alloys which are principally consumed by the domestic producers themselves. 
If these “raw materials” imports are deducted, the excess of exports over such 
“net imports” becomes even more striking. 





[Net tons] 
Year Net imports Exports Year Net imports Exports 
$i 0b 5 55 AGE ecees 1, 095, 709 SWORE 8 Fi iv cieccsctestads 889, 545 3, 157, 961 
ET El 2, 293, 723 BE OP BE wn gaes-08 axsancces 1, 090, 338 4, 553, 275 
BE aintitentatin~ abe 1, 238, 931 rvs 68 ees 1, 495, 088 5, 165, 471 
SAE Soc. <eiepaoenne ie 1, 751, 891 3, 434, 054 || 1957 (10 months)... .- 1, 164, 293 6, 008, 760 


The increased shipments of coal and scrap to Western Europe in connection 
with this flow of steel to the United States have been quite important. Because 
Western Europe has been unable to supply a sufficient amount of these items for 
its. mills, raw materials have been bought from the United States, thus increas- 
ing mutually beneficial two-way trade. 








; : 





876 RENEWAL OF TRADE AGREEMENTS ACT 


Thus, in the past 5 years the excess of scrap exports over imports has been of 
great and increasing importance. 








[Net tons] 
Year Scrap Scrap Excess of 
exports imports exports 
aes hoi abo cendocbsddbcecdebastitdécbodudiewbad 316, 542 a ce 144, 371 
ORL oie ease dae eels sia Ld 1, 605, 860 500 | 3.390.300 
steer rn entree ern rrnrrer-eaert nts ae 5 506. 036 
5, 764, 387 


FOOT Cae MII) «oo an neck ws ose elle a cdn cnc ccceneeunecene 5, 936, 852 172, 465 





The European steel industry’s increasing need for coal, which cannot be met 
by European coal production, has furnished an important and continuing de- 
mand for American coal and for the necessary shipping. Coal exports in the 
first 11 months of 1957 alone totaled over 76 million tons, valued at $789,- 
464,448. 

In addition to the immensely profitable export surplus in steel, reciprocal 
trade in steel provides many additional benefits for the economic well-being of 
the United States. Among the most important of these is the interchange of 
technical information and know-how. Much knowledge and information of di- 
rect value to our country’s national defense, as well as to its productive econ- 
omy, has been received as a direct concomitant of product importation. Some 
of this information is, of course, classified, but a few illustrations may be given: 

Interlock sheet piling, invented by a Swedish engineer and developed in Ger- 
many, was used in the construction of the George Washington Bridge and in 
much of Florida’s seawall. Thanks to the technical know-how resulting from 
reciprocal trade, our domestic mills soon produced interlock piling of their own. 

A European invention, the oxygen converter steel making process, is now 
being installed by several American steel companies to increase productive 
capacity at lower cost. 

Similarly, the Germans developed the vacuum steel degassing method subse- 
quently adopted by both United States Steel and Bethlehem Steel. 

Also worthy of citation are the Sendzimir rolling process, a European inven- 
tion developed here, the product of which is now an American export, and the 
Fretz-Moon pipe production method begun here, developed in Germany, and fur- 
ther refined again in this country. 

No small part in stimulating such exchange of know-how is played by the 
import-export indugtry. The very fact of commupication, trayel, and dealing 
among the businessmen and citizens of our country and its friends and allies 
plays a large role in cementing international amity and cooperation. 

Reciprocal trade is often viewed as being reciprocal only indirectly, but often 
it is quite direct. Sales of German and French steel have provided producers 
with the dollar funds to buy from American manufacturers, at prices in the 
millions, continuous wide strip mills and other rolling mill equipment. With- 
out such sales, these mills and equipment would not have been bought and the 
American economy would to that extent have been the loser. The significance 
of this trade becomes more striking when it is realized that up to one-third of 
our total production of steel and rolling mill machinery is sold abroad. In the 
last 5 years these exports totaled almost a quarter of a billion dollars: 


Exports of rolling mill machinery 


i Ra Rae ot Cr a ee tt oid Se $59, 011, 105 
EE Rg ee | Oe Oe SC 47, 230, 988 
NEE ee eth ge ch ptbanne tascam 36, 077, 788 
Sass. sen, Pee ee ee ee He ee 39, 484, 753 
1957 (11 months) Bee aL ented ee Sh ctetiask a aan alnewomte oe 57, 837, 760 

ee nen ee ee ow 239, 642, 394 


The availability of imported materials not infrequently has enabled the estab- 
lishment of new domestic manufacturers in coastal areas, thereby directly en- 
hancing the total economy, and benefiting by their very existence, the competitive 
structure of the national economy. Small businesses have been saved from 
extinction in times of short domestic supply by the availability of foreign ma- 
terials. Moreover, European mills welcome orders of relatively small size, orders 
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which domestic mills normally do not desire. This is not necessarily because 
the domestic mills discriminate against the smaller steel] user, but because the 
nature of their productive facilities frequently makes it uneconomic for them 
to service orders for small tonnages. 

An additional and unexpected benefit to the United States provided by the 
foreign steel trade is the assistance that the rejuvenated steel industry of West- 
ern Europe is able to give to the United States economy in times of emergency. 
During the Korean conflict, when domestic shortages of steel again became acute, 
steel from the Western European nations flowed in greatly increased quantities 
to the United States. These steel imports supplemented the limited domestic 
supplies available for civilian purposes, thus aiding the continuation of building 
and road construction programs. The United States should retain and enhance 
such a market to facilitate supply collaboration in the event of future emer- 
gencies. 

Finally, the entire American economy benefits from the stabilizing effect of 
freer export and import trade in adjusting the inbalance between market areas 
of over-supply and areas of excessive demand. The free enterprise system de- 
pends upon the free market place for its proper functioning. In today’s world, 
the market is and must be international. 

It is therefore earnestly recommended that the reciprocal trade agreements 
program be extended for 5 years, as the President of the United States has 
requested. 

Respectifully submitted. 

Hesert WINTER, President. 

Dated February 28, 1958. 

Of counsel: Graubard & Moskovitz, New York. 


ApPENDIx A 


The Members of the American Institute for Imported Steel, Inc., 350 Fifth 
Avenue, New York, N. Y.: 


American Manex Corp., 233 Broadway, New York, N. Y. 

American Saar Steel Corp., 41 East 42d Street, New York, N. Y. 

Amerlux Steel Products Corp., 100 Park Avenue, New York, N. Y. 

Amerlux Steel Co., Monadnock Building, 681 Market Street, San Francisco, Calif. 
Artco Industrial Co., 60 East 42d Street, New York, N. Y. 

Bekaert. Steel Wire Corp., 655 Madison Avenue, New York, N. Y. 
Belgian American Mercantile Corp., 441 Lexington Avenue, New York, N. Y. 
Coutinho, Caro & Co., Inc., 545 Fifth Avenue, New York, N. Y. 

The Crispin Co., 1611 Bank of Commerce Building, Houston, Tex. 

Paul J. Devignez, Inc., 507 Fifth Avenue, New York, N. Y. 

R. W. East, 2510 Hillside Drive, Dallas, Tex. 

Ferric Industries, Inc., 122 East 42d Street, New York, N. Y. 

Ferrostaal Overseas Corp., 25 Broadway, New York, N. Y. 

Ferro Union Corp., 595 Madison Avenue, New York, N. Y. 

Francosteel Corp., 41 East 42d Street, New York, N. Y. 

J. Gerber & Co., Inc., 855 Avenue of the Americas, New York, N. Y. 

Indussa Corp., 511 Fifth Avenue, New York, N. Y. 

International Selling Corp., 122 East 42d Street, New York, N. Y. 

L. D. Keller, 3337 West Queen Lane, Philadelphia, Pa. 

W. O. Lance, Post Office Box 65, Miami Shores, Fla. 

Marcel Loeb & Co., Inc., 30 Church Street, New York, N. Y. 

Wm. H. Muller & Co., Inc., 122 Bast 42d Street, New York, N. Y. 

Kurt Orban Co., Inc., 34 Exchange Place, Jersey City, N. J. 

Ovingsteel, Inc., 30 Church Street, New York, N. Y. 

Pan American Trade Development Corp., 2 Park Avenue, New York, N. Y. 
M. Paquet & Co., Inc., 17 Battery Place, New York, N. Y. 

Maurice Pincoffs Co., Melrese Building, Houston, Tex. 

Port Everglades Steel Corp., Port Everglades Station, Fort Lauderdale, Fla. 
Emile Regniers Co. (USA), Inc., 415 Lexington Avenue, New York, N. Y. 
Reginald V. Roberts, 281 Vernon Street, Norwood, Mass. 

Walter H. Rothschild & Co., Inc., 38 Park Row, New York, N. Y. 

Tricon, Inc., 864 South Robertson Boulevard, Los Angeles, Calif. 

Tuteur & Co., Inc., 52 Wall Street, New York, N. Y. 

Joseph L. Wilmotte & Co., Inc., 350 Fifth Avenue, New York, N. Y. 

M. Wimpfheimer & Son, Inc., 250 West 57th Street, New York, N. Y. 

Winter, Wolff & Co., 76 Beaver Street, New York, N. Y. 
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STATEMENT oF Kurt ORBAN, PRESIDENT, Kurt ORBAN Co., INC., IN SUPPORT OF 
THE RECIPROCAL TRADE AGREEMENTS ProcraAM (H. R. 10368) 


Since theory and philosophy appear amply covered, I would just like to state 
what our own company does in the foreign trade field. 

We specialize in imports and exports of metals and metalworking machinery. 
This is not a very big business, as compared to overall foreign trade statistics. 
Our annual turnover during the last 6 years has never been more than $20 
million and never less than $10 million. We presently have 65 people working 
in our offices at Jersey City, N. J., and Greenwich, Conn. Representatives or 
manufacturer’s agents make their living with us in Boston, Mass., New York, 
N. Y., Philadelphia, Pa., Washington, D. C., Buffalo, N. Y., Northford, Conn., 
Schenectady, N. Y., Cleveland, Ohio, Detroit, Mich., Chicago, Ill., Rockford, T11., 
Indianapolis, Ind., Minneapolis, Minn., Denver, Colo., Salt Lake City, Utah, 
Phoenix, Ariz., Jacksonville and Miami, Fla., New Orleans, La., Houston, Tex., 
San Diego, Los Angeles, and San Francisco, Calif., Portland, Oreg., Seattle, 
Wash. 

In addition, our activities provide work for many freight forwarders, custom- 
house brokers, truckers, stevedores, and white-collar people in places like banks, 
steamship lines, cable companies. 

In addition to being in foreign trade, we also manufacture concrete reinforce- 
ment mesh in a plant in Ojus, Fla., to serve the building industry of the Greater 
Miamiarea. Total payroll there is 8. 

Our total net worth is about $400,000. 

I would like to point out a few specific places where we are doing some good 
to the economy as a whole, to industry, and also to the defense effort. 

Customs duty on the products we import averages around 7 percent to 8 per- 
cent which means that we pay pretty close to a million dollars in duty to the 
Government each year. 

We are helping the long-suffering taxpayer in three ways: First, by saving 
him money on his purchases; second, by paying to the Federal Government 
about $1 million a year which would otherwise have to be raised in taxes; 
third, by putting dollars for our purchases into overseas countries, thereby doing 
our share in helping make foreign aid obsolete. 

Indeed, if there were about 1,000 companies doing, in different fields, the same 
thing we are doing now, the so-called dollar gap would vanish; if there were 
2,000, there would be enough dollar purchasing power in the world to create 
an unprecedented export boom, with no foreign aid at all. 

We emphasize the introduction of new products and processes, and the filling 
of gaps in supply wherever they appear. 

In late 1949 and early 1950, the United States tobacco industry had a heavy 
surplus. The Germans had more capacity in nails, barbed wire, and other steel 
products than they could use locally. They wanted the tobacco but had no 
dollars. We got together with a group of tobacco importers over there and 
tobacco exporters here and arranged to take steel products worth about $2 mil- 
lion in payment for the tobacco. This took a lot of sales effort, since we had to 
sell the steel in quantities of carloads and even truckloads to get it all placed, 
all over the east and gulf coast, but in the end everyone benefited. 

When the Korean war resulted in a steel shortage here, Europe had extra steel 
mill capacity, but was short of coal. There was plenty of coal for sale here, but 
no dollars in Europe to pay for it. We negotiated the necessary financing and 
arranged to have American coal move to Germany. In return we got wire 
rods, reinforcing bars, sheets and plates, oil country pipe, and many other 
products. Soon we were joined by several other firms doing similar operations 
and the net result was to keep coal miners here on the job, to keep the German 
steel industry humming, and to keep in business marginal users of metal prod- 
ucts, builders lacking steel, and other American firms which might otherwise 
have had to shut down or curtail operations. 

Wire rod becomes short whenever business at home is good, since the inte- 
grated steelmakers don’t have enough rod capacity to supply both their own 
finishing departments and those of their nonintegrated customers when they all 
have plenty of orders. We fill in the independents with imported wire rods at 
such times and many of them even keep using the imported rods for reasons of 
both price and quality when the situation eases. 

In 1951, a French steel mill group, Usinor, bought in the United States $38 
million worth of equipment for its modernization program, but was required 
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by the French Government to create a substantial part of its own dollars by the 
sale in the dollar markets of sheets and reinforcing bars. We handled a good 
part of these sales. This meant a fat export order for the American equip- 
ment maker and several million dollars collected by the Government in customs 
duties. 

Huettenwerke Siegerland of Germany ordered, through us, a $500,000 set 
of equipment from Wean Equipment Co., to pay for it, the Germans had to sell 
additional steel in the dollar markets, and the same cycle occurred. 

In 1952 and 1953, when West Berlin badly needed business to keep its workers 
busy and rebuild its economy, we took almost 25 percent of Berlin’s exports to 
the United States, in the form of optical jig borers and other precision ma- 
chinery, for which we built a sales and service organization. While our share 
of Berlin’s overall exports has declined, we are still bringing over these optical 
jig borers, not made in the United States, but only in Germany and Switzerland. 
A list of their users reads like a ‘““‘Who’s Who” of American industry and many of 
them are used directly in important defense work. 

Generally, the machinery we import is of a kind not made in the United 
States at all, or it offers special advantages which are not comercially available 
here and could be reproduced only at prohibitive expense. 

Since 1949, we have been importing a dynamic balancing machine which ap- 
pears simple and can be built more cheaply than intricate electronic devices 
developed by the domestic industry. Its ease of maintenance, low first cost 
and great accuracy has resulted in faster and improved production of rapidly 
rotating parts for many industrial firms, has enabled smaller repair and mainte- 
nance firms for whom other equipment would be too expensive to do a fully 
scientific job, and is being used in many phases of the defense program, including 
atomic energy. 

In 1952, when the pressure was on to build some heavy extrusion and forging 
presses in a big hurry for the Air Force, and when all domestic builders were full 
up with more orders than they could hope to handle, we found that Hydraulik 
of Duisburg had many parts for a press which had been on order in Germany 
toward the end of the war but was never delivered. We arranged, over a period 
of many months of complicated negotiations, a contract whereby Hydraulik 
completed and delivered this 13,000-ton extrusion press to one of the Air Force’s 
prime contractors, on a fixed price basis, thus not only furnishing the press 
when it was badly needed, but also saving the taxpayer at least $2 million, 
based on the final cost of similar projects handled on a cost-plns basis. 

Knowing of the 20-year head start which the Germans had in spinning and 
flow-turning machines for the chipless forming of metal, we introduced these 
machines into the United States in 1952. Their special capabilities have given _ 
them an important place in many industrial and defense applications, par- 
ticularly in the missile field, where expensive metals and metals difficult to 
machine must be shaped quickly, accurately, and with a minimum loss of material. 

We also introduced exceedingly accurate gear testers for instrument gears, 
used in fire control, guidance, and computer systems. 

This and other equigment has played its part in putting the Explorer into 
the sky. 

While many of the men associated with early developments in these fields 
abroad are now working in American laboratories, it takes organizations such 
as ours to keep up the flow of technical information between American industry 
and the shops and laboratories abroad. Only a constant interplay of ideas and 
information will produce the best results for all. 

Forty highly skilled technical people within our organization, with a broad 
background in the various metalworking fields, help maintain this flow of 
information. 

In this connection, it is interesting to note that Germany, to name just one 
country, has no customs duty at all on metalworking machinery and encourages 
the importation of anything that will make for better production. As a result, 
United States exports to Germany of machinery are 214 times as high as imports 
from Germany. Exports are made up primarily of high-speed production equip- 
ment, the great American specialty, whereas imports tend to be in the “fussy” 
specialties. 

The customs duty we pay ranges from 13 percent to 25 percent ad valorem. 

We have introduced to the United States new wire-drawing and wire-forming 
machines, developed in Germany by Wafios & Herborn, not because they are 
cheap in price—but because they offer developments which are unavailable 
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domestically. This makes for profits for American industry and better and 
cheaper products for the consumer. 

Our machine-tool division has introduced induction hardening of large gears, 
special lathes, speeial spline millers, a new type of universal milling madciiine, 
unusually precise thread grinders, a new system of electro polishing, precision 
roll forming of turbine blades, and is constantly searching for other new and 
improved products and processes that can be introduced for the benefit of 
American industry and the defense program. 

Such products and processes must be researched as to application to United 
States conditions, sales and service engineers must be trained, service and spare 
parts must be established. Many details must be adjusted to conform to Ameri- 
can standards and shop practices. 

We must normally assume a cycle of 5 years between initial research on a 
new process or product and the final commercial scale importation and sale of 
the product or sale of a license for the process. Of course, many of these things 
never prove out commercially at all. 

Profits in this business are too thin to allow either substantially higher tariffs 
or short planning. While we pay about $1 million worth of duty a year, we 
consider it a good year if we show a net before taxes of $50,000—or less than 
one-half of 1 percent on the sales dollar. Thus, even a slight increase in certain 
duties could knock us completely out of certain lines. 

An organization such as ours, contributing benefits to industry, defénse, the 
consumer, and the United States Treasury, must be allowed a normal growth 
based on planning over the years. We contend that a year-to-year extension of 
reciprocal trade is not enough to warrant the time and investment needed to 
develop particularly those things which will benefit the economy the most, that 
we must be allowed to plan on a 5-year cycle, and that a minimum 5-year exten- 
sion is desperately needed to allow us to continue and further refine the work 
we are now doing. 


The Cuatrman. Are there any questions of Mr. Orban? If not sir, 
we thank you for coming to the committee and giving us the benefit 
of your views and thoughts of the organization which you represent. 

Mr. Orpan. Thank you. 

The Cuatrman. Our next witness is Mr. George F. Kohn. Will 
you please identify yourself for the record by giving us your name 
and address and capacity in which you appear? 


STATEMENT OF GEORGE F. KOHN, PRESIDENT, PRECISION 
GRINDING WHEEL C0O., INC., PHILADELPHIA, PA. 


Mr. Koun. My name is George F. Kohn, president of the Precision 
Grinding Wheel Co., Inc., of Philadelphia. 

The CratrmMan. You are recognized for 15 minutes. Can you con- 
clude your statement in less time than that ? 

Mr. Koun. I shall probably conclude in less than that if you will 
take the statement for the record. 

The Cuarrman. Without objection, your statement may be included 
in the record. 

(The document referred to follows:) 


STATEMENT OF GEORGE F. KoHN 


My name is George-F. Kohn. I am president of the Precision Grinding Wheel 
Co., Inc., of Philadelphia, Pa. ; a manufacturer of grinding wheels. 

I come here as a private citizen interested in the extension of the Reciprocal 
Trade Agreement Act. 

The act has little effect upon the business of the company I head. We have 
a very limited export business and our domestic business is negligibly influenced 
by the import of foreign wheels, even though the tariffs on them are nominal. 
Our methods of production and our technology give us an advantage which is not 
adversely affected by foreign competition. 
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American industries generally, subject to reasonable protections, have suc- 
cessfully withstood the impact of foreign competition,;and IL believe will con- 
tinue to do so as long as our economy remains dynamic. 

In any consideration of the extension of our reciprocal trade agreements, it 
is today impossible to diverce the international factors from the domestic. 
But it is my sincere-belief that the factors of beth:are favorable and positive. 
Many persons have already appeared before you. I am certain that everything 
I shall present has been said before. I trust, however, that the weight of 
quantity in conjunction with qualitative factors will influence Congress to give 
approval to the administration’s request for a minimum 5-years’ extension of 
the act. 

We all know that Russia is employing every available means, short, of a hot 
war, to defeat us. ‘They are making trade concessions, particularly in areas 
where political indecisiveness prevails. Their aim is to ally as many countries as 
possible on their side and extend their sphere of political and economic influence 
as far and as wide as possible. They would weaken the unity of the free 
world and divide whenever and wherever possible. One of their most effective 
weapons is that of economic attrition. If successful they could gain increasing 
world control and power without a shot being fired or a bomb being dropped. 

A’ trade policy of the United States which permits a:continuing freer exchange 
of goods throughout normal trading areas can do much to circumvent Russian 
efforts. Not only our natural allies but many so-called neutralist countries will 
be morally and economically strengthened by an extension of our Reciprocal 
Trade Act. They need at this time tangible evidence of a cooperative and helpful 
attitude on the part of the United States. As direct aid is reduced the slack 
needs to be taken up by increased trade. Many of our friends depend upon trade 
for their very existence. They must seek it where they can. If our doors are 
closed to them, either actually or practically, they must turn elsewhere and 
Russia is willing and waiting. 

Already there are tangible signs of attempts to become less dependent on the 
United States. The Huropean Economic Community became a reality on January 
1 of this year. We have supported and encouraged the move. As this West- 
ern group works toward the reduction of trade barriers among themselves, 
it is important that we be in a position to negotiate favorably with them. Only 
by so doing will we be in a position to keep them from becoming restrictive rather 
than inclusive. 

Though much more could be said on the international aspects of the situation. 
I think the facts thereon are generally well known and accepted by a large 
majority of our citizenry. There seems to be much more difference of opinion on 
the domestic economic facts. 

May T state unequivocally at this point that T am not advocating free trade. 
What I do urge is the enactment of a bill that will net basically alter that which 
has been extant since 1984. During the 23 years that have intervened we have 
given, through democratic processes, privileges to our President to negotiate 
reciprocal trade agreements. These agreements have always been subject to 
legislative limitations and congressional action. They should be. But this is 
no time to revoke them. To those who are better equipped than I, I defer in 
matters of detail. I only urge that the act, which I trust will be continued, will 
be no more restrictive—no less liberal—than the present. I hope our present 
economic recession will not be unwisely used as an excuse to weaken the act. 
It would be economically, as well as security-wise, an error to do so. 

From the standpoint of our domestic economy, leaving aside entirely the 
international-political factors, what is the situation? 

Some 4% million of our work force depend upon exports for their livelihood. 
Were these exports suddenly to stop, it requires no great imagination to visualize 
the impaet upon our economy, These exports represent need. They are not the 
results of an altruistie attitude on the part of the purchasers. If these pur- 
chasers cannot find an outlet for their goods in the United States, they must seek 
markets elsewhere. They cannot buy from us unless they have markets here. 
They are practically estopped from buying from us except through trade balances. 
Other mediums are available but not sufficient. 

In 1957 our exports exceeded our imports by about $8 billions; $20 billions 
versus $12 billions. Certainly not an ineonsiderable figure contributing sub- 
stantially to employment. But even if the balance was less favorable, the fact 
remains that we must buy extensively in the foreign markets if our economy is 
to continue. Though we have been liberally blessed with great material re- 
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sources, many of the manufactured goods we take for granted in our daily lives: 
are dependent upon raw materials unavailable here. Many of the alloys used 
in our metal manufacturing come from other countries and are a sine qua 
non of our economy. It is axiomatic that the export of goods and foodstuffs 
is an economic cushion for us, offsetting the costs of indispensable imports. 
Closing the doors to the import of other goods and materials will inevitably 
raise barriers for our exports and weaken us both economically and in our 
spheres of influence. 

It is frequently stated that lowering tariff barriers and encouraging imports 
work hardships on certain industries and segments thereof. That labor dislo- 
eations concurrently occur. There have been protections against this. They 
should be continued on a sound and reasonable basis. But not to the point of 
establishing the equivalent of subsidies for marginal operators. I know of no 
subsidies that protect my company against domestic competition if competitors 
can produce and distribute grinding wheels more cheaply than we. Yet I would 
surely recommend the protection of efficient industries against foreign competi- 
tion. I would protect individual companies within an industry, irrespective of 
their marginal nature, where the national security is involved. This could 
readily be accomplished in the writing of the Reciprocal Trade Act. But I would 
caution against the acting being so written that, irrespective of considerations 
of national security, every company in every industry be protected against the 
impact of foreign goods. I repeat—the wording of the legislation I would leave 
in the hands of you competent gentlemen. 

I am sure that proper provisions can be made for those few instances where 
individual hardships occur. Bills are presently pending to take care of them. 
Special considerations on geographical reallocation, on unemployment compen- 
sation, on loans, etc., can and should be made. 

Statistics show the numbers involved are nominal compared with those whose 
welfare lies in the continuation of large volume export. It is these latter who 
are the many—the others the few—who need special treatment. 

In closing, I urge most earnestly favorable action on the continuation of our 
Reciprocal Trade Act. I urge a minimum of 5 years be included in the bill. 
Fewer than 5 years will fail to assure ourselves and our international friends 
that we are truly dedicated to the principles of liberalized trade, and may indeed 
bring to pass a psychology almost as negative as failure to extend the act. We 
need our international friends. They desperately need our leadership and 
cooperation at this time. And most of all, and selfishly, we need the continua- 
tion and the expansion of our foreign markets. Only through reenactment of 
our Reciprocal Trade Act can this be assured. 


Mr. Koun. I am probably here in a unique capacity in that I 
don’t have any ax to grind on either side of the fence other than the 
fact that I am interested in the Reciprocal Trade Act extension as a 
citizen. 

The Cuarrman. You are in that position even though you are a 
manufacturer of grinding wheels ¢ 

Mr. Koun. That is correct, sir. I think that probably our industry 
is in a fairly unique position in that though the tariffs are nominal, 
our methods of production and our technology are such that we have 
not been subject to much competition from abroad. And because of 
the price of our products here we are rather estopped from doing 
very much exporting. 

© my interest in this is purely one of a citizen who believes that 
the best interest of the country is served by an extension of the Re- 
ciprocal Trade Act. And that in deference to Mr. Mason because I 
belong to the same political party that he does. I would like to depart 
somewhat from some of the basic things that I have written and 
which you have for your perusal because I have sat here all day and 
I have istened attentatively and I have been impressed with a couple 
of things that I feel I would like to mention, 

One is that irrespective of the fact that Mr. Johnston, whom I have 
known for many years, casually was complimented on the fact that he 
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ave a talk primarily on economics of the situation, it is my personal 
Pelief, and I have gone into that at some greater length in the presen- 
tation that is written, I do not believe that»you can divorce the inter- 
national aspect of our Reciprocal Trade Act from the domestic eco- 
nomic factors. 

I believe they are completely interrelated and I believe further, as 
a matter of fact, which I have not stated in my brief, that most of our 
international affairs are predicated upon economics. I think that a 
great deal of the work of the State Department is in the sphere in- 
directly of economics and not primarily in affairs which can be sep- 
arated into special categories between economics and statesmanship 
per se. And Tibatore that the international implications of the con- 
tinuation of the Reciprocal Trade Act are tremendously important. 

There are many countries of the western group and others who are 
friendly to us who belong to what we call the free world and some 
neutralists whose affiliations are somewhat questionable but could go 
either way, who are going to either have the benefit of cooperating in- 
dustrially, economically with us or they are going to turn to Russia. 

And I do not think that there is much other place that they can 
turn and I feel that it is extremely important from the standpoint 
of the well-being of this country that we have, as the gentleman who 
was discussing the situation of Japan, said, to have friends, 

I do not think that with the state of communication and trans- 
portation such as they are today, having made the world extremely 
small, that we can live in a world in which we believe we ourselves 
are self-sufficient. I would like to have the temerity to say that I 
disagree with certain aspects of Professor Harris’ statement regarding 
the numerical preponderance of jobs affected by import versus export. 

I think you have to go a good deal further than a bland statement 
of that kind. I think that there are a great many jobs dependent 
upon other jobs which impinge upon our export of goods and raw 
materials. I think also a very important factor which has to be con- 
sidered in weighing any relationship between imports and exports 
and their job implications is the amount of imports which would 
be necessitated by the United States irrespective of whether or not 
we attempted to utilize all of our facilities for the manufacture of 
goods in this country for American usage. 

I am in a business which is completely dependent or practically 
dependent upon the heavy goods industries, steel, automotive, bear- 
ings, etc. 

And the import of alloys and kindred materials that go into the 
manufacture of practically all of our metal manufacture today are 
essential. We just don’t we them in this country and they repre- 
sent statistically a very substantial part of the overall imports of this 
country. And we are going to have to have those whether we want 
to curtail or whether we don’t want to curtail. Quite apart from 
any philosophy, you have certain economic laws that you are not 
going to be able to gainsay. 

I would like to say I am not in favor of free trade. I am very 
definitely in favor of adequate protection for American industry. 
do not want to go into the aoactien of the act as it is presently up for 
consideration. I think that you people who are on the scene and 
have access to all kinds of expert testimony are better qualified than 
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I to pass upon that but I do want to say that I think it is important 
to differentiate between industries and between companies within 
an industry. , 

And while I know that there is in the law provisions for a discus- 
sion, I have been extremely interested in that here today there has 
been emphasis placed upon the industry picture and no differentia- 
tion made between an industry picture and an individual company 
picture within an industry and I think there are fundamental differ- 
ences involved. 

I know that in our own industry, for instance, which is highly 
competitive that nobody is holding an umbrella over my particular 
company’s head. If other companies within the industry are able 
to produce equally good materials at a lower cost, then we find in 
our domestic economic life an unfavorable competitive situation for 
ourselves, and I think that if we are going to do what is certainly, 
through tariff, the equivalent of subsidies for American industry, and 
I am in favor of it, I think we want to be very careful that we don’t 
kill the goose that lays the golden egg, so to speak. 

I don’t think we want to permit, unless a particular company within 
an industry is essential for national security, a tariff program which 
protects it as a marginal operator against an industry which is able 
to sustain itself in the teeth of foreign competition with reasonable 
safeguards. 

And I think that Mr. Johnston this morning touched upon that 
pretty well. I only got the tail end of that when he compared certain 
items of his company in the Northwest with Westinghouse and Gen- 
eral Electric and I think the analogy holds right straight through the 
American industry so far as the protective clause is concerned, 

I think the escape clause and the peril point should be in relation- 
ship to the broad concept of safeguard and not a narrow concept of 
safeguard. I would like to add that I am heartily in favor of a mini- 
mum of 5 years extension of the act due to the fact that I think any 
lesser amount of time is not going to give the assurance to those coun- 
tries who are friendly disposed to us, whose friendship we want to 
retain, that we have a program that is stable and one upon which 
they can rely on a continuing basis for exchange of goods with the 
United States. 

I think there must be a certain element of continuation and security 
assured to them for the reciprocal-trade agreements to be successful 
and for us to get the benefits of them as we want them without fear 
that our action may cause them to go in the other direction. 

I think with those few words and with what you have formally 
presented I have said all that is necessary for me to say with all the 
testimony that you have heard. 

The Cuatrman. Mr. Kohn, we thank you, sir, for a very fine state- 
ment of views on this matter. 

Are there any questions? If not, again we thank you, sir, for 
coming to the committee. 

Mr. Konn. Thank you for permitting me to come. 

The Cuarrman. Our next witness is Mr. William J. Barnhard. 

For the purposes of this record, will you identify yourself by giving 
us your name, address, and the capacity in which you appear? 
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STATEMENT OF WILLIAM J. BARNHARD, OF SHARP & BOGAN 


Mr. Barnuarp. My name is William J. Barnhard, Washington at- 
torney of the law firm of Sharp & Bogan, and specializing in prob- 
lems of international trade, particularly those involving imports. 

I appear here today as a representative of various trade associ- 
ations and individual companies that are involved in the importation, 
processing, or handling of copper and brass mill products, plywood, 
hardboard, spring clothespins, mink skins, rayon stable fiber, pipe- 
fittings, agricultural twine, and a sernia't of others. 

Basically, I would like to talk to the committee out of my own 
experience in this field, if I may, Mr. Chairman, with your permission 
file for the record my written statement and confine my remarks to 
certain highlights of that statement. 

The CuHarrman. Without objection. 

(The statement is as follows :) 


STATEMENT OF WILLIAM J. BARNHARD, OF SHARP & BOGAN, ON EXTENSION OF THE 
RECIPROCAL TRADE PROGRAM 


SUMMARY AND CONCLUSIONS 


In the broad field of national policy and general self-interest, it is obvious that 

a vote for a liberal trade policy would provide: 
Strength to our free world allies ; 
Hope to the uncommitted nations of the world ; 
Markets to our exporters, both farms and industry ; 
Vital raw materials to our factories ; and 
Lower cost of living to our consumers. 

But what about the companies that cannot meet import competition, and the 
employees that might be thrown out of work? Are they entitled to protection? 
Yes, but with these basic facts kept in mind: 

(1) A business that cannot compete must adjust or close—this is the harsh 
but basic rule of free enterprise. 

(2) Every businessman wants to limit his competition, but the national inter- 
est lies in encouraging competition, so long as it is fair. 

(3) Adequate safeguards exist to prevent unfair competition, whether from 
domestic or imported products. 

(4) In a competitve economy, you cannot “protect” the low-wage job in an 
import-competing industry without at the same time destroying a high-wage 
job in an exporting industry. 

(5) In a competitive economy, you cannot “protect” the low-wage job in an 
industry producing industrial materials without at the same time destroying 
a high-wage job in the industries processing or consuming such materials, e. g., 
you cannot protect a $1.22-an-hour job in the plywood industry without destroy- 
ing a $2.50-an-hour job in the housing industry. 

(6) High-labor-content industries cannot prosper, or even exist, in a high- 
wage economy, whether or not competing imports are present—in such industries 
imports serve a market that the domestic industry cannot touch. 

Then what kind of “protection” can be given to the import-competing indus- 
tries that does not conflict with the national interest? It is not protection 
against increasing imports or against competition, for these are eminently in 
the national interest. The protection they are entitled to is no more than a 
guaranty of gradualism—that is, protection against a sudden and alarming 
increase in imports that does not allow time to adjust to the new circumstances. 

If the escape clause and the other import-restricting devices were to grant 
more than this, they would be protecting 28,000 workers, most of them in low- 
wage jobs, but at a tremendous cost. A high-tariff “protectionist” policy now, 
in the face of the European Common Market, the Soviet economic offensive, and 
other developments, would destroy perhaps 1 million United States jobs or more 
within the next 5 years. 

To attempt any such program through high tariffs would be dangerous, but 
to do it through import quotas would be catastrophic, for quotas would mean 
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a program of Government allocation, price support, and production control of 
United States industry, increasing a thousandfold the current mess in 
agriculture. 

STATEMENT 


Mr. Chairman and members of the committee, my name is William J. Barn- 
hard. I am a Washington attorney with the law firm of Sharp & Bogan, 
located at 1108 16th Street NW., and devote my time exclusively to problems 
of international trade, including customs administration, escape-clause proceed- 
ings, antidumping investigations, national-security amendment investigations, 
section 337 proceedings, and so forth. I appear before you today as the repre- 
sentative of various groups directly concerned in the scope and nature of the 
United States trade program, including. associations and companies involved in 
the importation, processing, or reselling of plywood, copper and brass, mink 
skins, hardboard, rayon staple fiber, pipe fittings, agricultural twine, spring 
clothespins, dairy products, and a variety of other imports. I am also appear- 
ing in my capacity as secretary of the National Anti-Dumping Committee, a 
nationwide association of businessmen and others vitally concerned with the 
administration of our trade program. 

In the few minutes allotted to me before the committee, I should like to con- 
centrate my remarks on what might be called the area of protection, in order 
to determine why protection is needed, when it is needed, and how it should 
be provided. 

There is general agreement on the broad principles involved in a sound foreign 
trade policy. It is obvious to all, whether liberal traders or protectionists, that 
increased trade will help strengthen our allies in the free world and that their 
strength is to our own selfish interest. It is obvious also that increased trade 
with the underdeveloped and uncommitted nations of the world will help these 
major areas in resisting the blandishments of the Soviet bloc, and this too is in 
our own selfish interest. There is no disputing the fact that increased imports 
are essential to an increase in United States exports and thus have an imme- 
diate and substantial effect on the level of our own economy. Finally, it is 
clear that our economy cannot exist in anything like its present form without 
imports of the vital materials we do not ourselves produce, or do not produce in 
substantial quantities—these include nickel, copper, tin, coffee, and many simi- 
lar raw materials. 

Having granted these obvious conclusions, however, the protectionists still 
insist that the core of the problem in any discussion of the foreign trade policy is 
the area of the competitive foreign imports—that is, the importation of raw 
materials, semimanufactures or finished products which compete with similar 
items produced within the United States. It is these companies, and particularly 
their employees, who create the problems that may lose to the United States all 
of the clear and obvious benefits mentioned above. These companies and their 
employees are not without rights and they are certainly entitled to a fair element 
of protection in maintaining those rights. On the other hand, the national in- 
terest in an expanding economy and in international security should not be 
allowed to suffer for the security of an infinitesimal minority of our citizens. 
How to reconcile these two propositions is the major problem in the perennial 
tariff battle and is the basis for most of the political controversy over our for- 
eign economic policy. 

The major effort at reconciliation of these apparently conflicting objectives 
is the escape clause of the reciprocal trade program, and it is to this legislative 
provision that I should like to direct my remarks. Of course, the escape clause 
is only one of many devices now existing in the law intended to put restrictions 
on unfair or excessive importations. The principles to be discussed will be at 
least equally applicable to the Anti-Dumping Act, which prevents unfair and in- 
jurious price discrimination in world trade; the Buy-American Act, which limits 
Government purchases of foreign-made goods; section 22 of the Agricultural 
Adjustment Act, which authorizes quotas on agricultural imports; section 337 
of the Tariff Act, which prevents unfair methods of competition by imports; 
the peril point, which prevents foreseeably dangerous reductions during tariff 
negotiations ; section 7 of the 1955 Extension Act, which authorizes restrictions 
on imports that threaten the national security; the provision for countervailing 
duties (19 U. 8. C. 1303), which offset the advantage given to foreign suppliers 
by their government’s export subsidies; section 336 of the Tariff Act, which 
allows certain duty increases to equalize costs of production, whatever that 
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means; and other such restrictive devices. It is the increasing use of most of 
these import-restricting provisions in recent years that has led me to describe 
the last half-decade as an era of fringe protection, where the basic objectives 
of the trade-agreements program, while remaining unchanged, are being dissi- 
pated by rulings and decisions in these fringe areas. 

Of all these Damoclean swords hanging over our import trade, the escape 
clause appears to be not only the symbol of American foreign trade policy but 
also the potential restriction most feared by American importers and their for- 
eign suppliers. As the committee well knows, the escape clause states that, 
where a tariff concession has been granted and has caused an increase in im- 
ports of such proportions as to cause or threaten serious injury to the com- 
peting domestic industry, the concession may be modified or withdrawn on the 
recommendation of the Tariff Commission and by order of the President. 

Just what is the purpose of this escape clause? Is it to prevent an increase 
in competitive imports? Obviously the answer to this question is no, for an 
increase in these imports is the reason for the granting of the tariff concession 
in the first place, rather than a reason for revoking the concession. The escape 
clause would make no sense at all if it were used to escape from the very thing 
the concession was intended to accomplish. Then, is the purpose of the escape 
clause to prevent competition in the United States market? The answer to 
this is obviously no, for competition in the marketplace is the basis of America’s 
economic strength and the backbone of the economic system we are dedicated 
to preserve. 

It is perfectly normal and natural for any businessman to want to limit 
the competition he has to face, particularly if his competitors can produce a 
better product or a cheaper product or can provide the customer with better 
service. This is true of the independent corner grocer facing the competition 
of integrated supermarkets, of the mining company that has depleted its better 
ores and is now relying on low-grade minerals in competition with the other 
high-grade producers, the patent owner whose patent has expired and now 
faces competition from newcomers into the industry, and the mousetrap pro- 
ducer who finds his market being taken by a better or a cheaper mousetrap. 
If such competition requires adjustment by the producing companies, many 
workers may lose their jobs or may be shifted to other more competitive phases 
of the industry. The businessman may have to change his prices, his pro- 
duction techniques, his marketing practices, Or the area of his distribution. 
The company may have to change its operations into a more profitable line or 
try to make its current production efforts more efficient and less costly. 

If the business facing increased competition cannot accomplish these ends, 
then it must close down. ‘This is cruel, in individual cases, but this is the way 
our free competitive economy must work. Every year in this country, there 
are approximately 15,000 business failures because of inability to meet com- 
petition, and virtually none of these because of the impact of imports. These 
business failures have caused hundreds of thousands of workers a year to lose 
their jobs, plus many more that have been laid off because of reduced operations. 
But do we therefore adopt laws preventing competition or limiting it? We 
may have great sympathy for the management of the company in these circum- 
stances, and particularly for the employees who may be laid off, and we may 
want to take every step we can to ease their transition into more competitive 
industries or companies, but we do not—and we could not—make any attempt 
to stop the competition which has caused these business failures and this 
unemployment. 

We have laws only against unfair competition, such as the antitrust laws 
and their prohibitions against monopolistic practices and unfair price discrimi- 
nation, as well as laws against patent infringement and deceptive advertising. 
Safeguards against such unfair competition exist also as to imported com- 
modities, with the Antidumping Act preventing unfair price discrimination,* 
section 337 preventing simulation of goods and other unfair methods of com- 
petition, the Tariff Act preventing unlawful use of trademarks, etc. 

The problem arises, then, whether competition is unfair if it derives from 
companies or countries which have lower wage rates than those existing in the 
United States. I know of no instance where wage differentials have been held 
to constitute unfair competition. In some industries, wage rates in New Eng- 
land or in the Northwest have been as much as 100 percent greater than wage 
levels in southern industries producing identical commodities, and yet there 
has been no legislative policy or judicial or administrative decision that such 
differentials constitute an unfair method of competition. 
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When the International Harvester Co. moved its baler twine facilities from 
Illinois to Louisiana, in order to utilize the lower-wage rates in the latter 
area, did its competition with the Plymouth Cordage Co. of Massachusetts 
thereby become unfair? The plywood industry in Wisconsin pays wages which 
are almost exactly equal to the wages paid just across the border in the Canadian 
plywood industry, and both these wage rates are substantially higher than the 
wages paid in the South Carolina plywood industry. Can it be said that the wage 
differentials make the competition between South Carolina and Wisconsin un- 
fair competition, while the competition between Wisconsin and Canada is fair 
competition? 

Actually, if any charge of cheap foreign labor could be leveled, it would be 
leveled not by the United States but against the United States. We sell over 
$19 billion worth of American-made goods overseas every year because of our 
cheap labor costs. As every economist knows and as every member of this com- 
mittee knows, the important factor in any such consideration is not the wage rate 
but the amount of labor going into a commodity, and on this basis it is Japan 
that can complain of cheap foreign labor in the United States rather than vice 
versa. 

It is true that wage rates in the countries of Western Europe and particularly 
in the Far Kast are substantially below the wage rates in the United States. 
On the other hand, it is also true that the cost of power in Japan and in most 
countries of Western Europe is many times higher than the cost of power in 
the United States. Accordingly, it is no more proper to refer to the Japanese 
products as the products of cheap foreign labor than it is for them to refer to 
our products as those of cheap foreign power. There are some industries which 
require a high-labor content, and is perfectly normal and natural for these in- 
dustries to gravitate towards low-wage areas. There are other industries which 
require tremendous amounts of energy, and it is perfectly normal and natural 
for these industries to concentrate in areas where power rates are low. It 
would make no more sense to put a polished glass factory in a high-wage area 
than it would be to put an aluminum producer in an area devoid of cheap water- 
power. And I believe it would be just as ridiculous to charge the aluminum 
company with unfair competition because it is using low energy rates as it 
would be to charge a high labor content industry with unfair competition be- 
cause it is using an area with low wage rates. 

Then, if the escape clause is not written into the law to prevent increased 
imports or to prevent competition, what is its purpose? It seems to me the 
obvious and the proper purpose for the escape clause is to protect the competing 
domestic industry against any sudden, voluminous and unexpected competitive 
onslaught from imported commodities. The escape clause thus is a guaranty of 
gradualism to the competing domestic industries, not intended to protect them 
against competition, but designed to provide them with the time necessary to 
make whatever adjustment must be made in the competitive circumstances of 
the market. 

This provides to import-competing indutsries a much greater degree of protec- 
tion than is given to any other American company facing increased competition. 
A dress manufacturer whose competitor captures the market because of price 
or design usually goes bankrupt, with no guaranty of gradualism and no pro- 
tection against the increasing competition. The same is true of hundreds of 
thousands of American industries that daily must adjust their production and 
market practices in the light of changing economic circumstances. Only the 
escape clause provides for import-competing industries this extra added pro- 
tection, giving them a guaranty of adequate time to adjust their operations 
without wholesale unemployment or sudden bankruptcy. 

Although I am and have been a firm believer in a liberal trade policy and 
in a minimum of import restrictions, I have no quarrel with this extra added 
* protection given to companies facing competition from imports. For one thing, © 
while the Government should not have intruded itself into the normal market 
operations in the first place by imposing this tariff, having built a tariff wall 
behind which the domestic industry has developed, the Government should not 
suddenly face this protected industry with the prospect of immediate bank- 
ruptcy by reason of governmental action. In the second place, this extra added 
protection is not unreasonable because, in the great majority of cases, it is 
provided to the weak sisters among our American industries, those in greatest 
need of help in making their economie adjustments. Usually, the industries 
most susceptible to import competition are dying industries or dying segments 
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of industries, and their decline bears no relation to the competition of imports. 
These industires are almost invariably low-wage industries that cannot continue 
to expand or even to exist in a high-wage economy. If these industries were 
to pay prevailing wage rates, they would price themselves out of business, and 
if they do not pay prevailing wage rates, they do not attract new workers inte 
the indutsry. This is true of such industries as pottery, glass, gloves, and most 
of the traditional “protectionist” industries. 

In the glass industry, for example, company officials have pointed out that 
their work force is made up almost entirely of older men who have been engaged 
in this line of endeavor for 20 or 30 years or more. It would appear to be the 
proper purpose of the escape clause to protect such an industry against sudden 
destruction, in order to prevent the unemployment of these workers who are 
too old to be readily employable in other jobs. But the escape clause cannot be 
used, and should not be used, to keep such uneconomic operations alive for any 
greater length of time. The extra added protection of the escape clause should 
be gradually removed, so that as the natural attrition of age and job replace- 
ment takes place, the normal economic circumstances of the market place can 
dictate the future of such an industry. 

In the past administration of the escape clause provisions, many companies, and 
indeed, many officials have tended to regard this provision as a law that provides 
relief to distressed areas or distressed industries. Many industries facing a period 
of economic adjustment because of a change in consumer tastes, overexpansion in 
the domestic industry, or a general economic recession in the country, have used 
the escape clause to make imports the scapegoat for all their economic woes. 
But this is obviously not the purpose of this statutory provision. If relief 
must be given to distressed areas or industries, tariff protection or other import 
restricitons are the least effective and most expensive method of providing such 
relief. The escape clause is properly used only where the sudden increase in 
imports is itself threatening serious injury to the domestic industry. It should 
never be applied as a general panacea for domestic industries suffering a 
temporary economic setback. 

More specifically, the statute should make it clear that “escape clause” relief 
is neither intended nor proper when the decline in the domestic industry, or in 
some portions of the domestic industry, has been caused by: 

(a) A change in consumer preference, as in the brier pipe case ; 

(b) The development of new domestic products, like the automatic clothes 
dryers in the spring clothespin case ; 

(c) The development of new domestic techniques, such as the dieselization 
of railroads and the conversion of home heating to natural gas, in place of 
coal ; 

(d) The failure of a domestic industry to adjust to new consumer demands, 
as in the case of the lightweight bicycle ; 

(e) The overexpansion of domestic facilities, as in the rayon staple fiber 
industry ; 

(f) The depletion of natural resources, which was one factor in the hard- 
wood plywood case; 

(g) The concentration of domestic production in the hands of one com- 
pany, as in the hardboard case, or two companies, as in farm twine; 

(h) The development of new materials, such as the synthetic fabrics and 
their effect on wool; or 

(i) A general business decline or adjustment such as occurred in 1949 and 
in 1953-54. 

Under any of these circumstances, and many others that might be listed, the 
existence of any volume of imports might be sufficient to warrant section 7 
restrictions (and in some cases were actually held to warrant such restric- 
tions) unless it is made clear that imports cannot be halted except in cases of 
Fs pat injury that has actually and suddently been caused or threatened by the 
mports. 

What is the result when the escape clause is construed more restrictively than 
this? What would be the result if the “protectionist” amendments already 
proposed were to be adopted? To appreciate these effects, it is essential to recog- 
nize the effect imports have on our own economy. 

In the controversial area of imports which are more or less competitive with 
domestic production, and where the charge of “cheap foreign labor’ and 
“cheap foreign imports” is traditionally and blatantly used, there is a vital 
purpose served by maintenance of these imports—vital to the continued growth 
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and prosperity of the American economy. These competitive imports are almost 
invariably lower priced than the domestic products, with the exception of the 
speciality items which are not directly competitive. Imports of staple com- 
modities must be lower priced, if they are to compete in the market at all, be- 
cause of the many obvious disadvantages of a remote source of supply. Longer 
deliveries, inadequate servicing, complex adjustment schedules, the uncertainties 
of customs administration, and other similar disadvantages require a compen- 
sating price reduction before any customer can be induced to buy. This, more 
than wage rates abroad, determines the price level for many imports. Thus, 
in many instances where the foreign supplier or the United States importer are 
charged with unfair price cutting, they are in reality obtaining the highest 
possible price that the United States market will pay for their product. 

The effect of this lower priced commodity on the United States market, so 
far as America’s processing and consuming industries are concerned, is two- 
fold: 

(1) A quantity of the imports themselves, usually a proportionately 
small quantity, is available at a relatively low price; and 

(2) The price competition offered by these imports prevents any un- 
reasonable rise in the price of domestically produced competitive prod- 
ucts. 

This price competition is important in the economy at all times, but is 
particularly vital to many of its industries in times of recession or economic 
adjustment, when price becomes a dominant factor in determining the level 
of production and sales. One of the leading industries facing this problem 
today is the housing industry, which has been plagued by tight credit and 
rising costs for several years. With the current relaxation of credit con- 
trols, the housing industry is virtually unanimous in concluding that its level 
of production and its profitability during 1958 will depend in the first instance 
on preventing increases in costs. Thus, the profitability and production levels 
of one of our most important industries will depend, in large part, upon the 
availability of imports of plywood, hardboard, soil pipe, pipe fittings, copper 
tubing, brass plumbing goods, and many other commodities essential to the 
construction industry. If these imports were to be stopped or impeded, the 
housing industry would suffer, along with the home-buying public. If these 
imports are maintained or increased, it may be possible for the housing in- 
dustry to increase its housing starts from 1 million to perhaps 1,100,000 in 
1958. 

The housing industry, of course, is not alone in this regard. Every Amer- 
ican construction and processing industry handling imported goods, or do- 
mestic products competitive with imports, is facing the uncertain future of 
a cautious, price-conscious public. To each of these, the maintenance and 
the increase in imports may determine the issue of profits and, indeed, of sur- 
vival in the next few years. Continued and expanded importation of in- 
dustrial raw materials, which comprise well over half our imports, is there- 
fore essential to the growth, and indeed sometimes to the very existence, of 
many of our domestic industries. 

In the nonfood consumer goods, which constitute only about 10 percent of our 
imports, it is the continued existence and profitable operations of the whole- 
salers and retailers which are dependent upon maintaining the flow of consumer- 
goods imports. At all times, but particularly in time of recession, the mainte- 
nance of reasonable prices is an essential element in the volume of business done 
by America’s retailers. Today, the retailers face the same problem now pla- 
guing the construction industry—that is, the need for maintaining lower costs and 
reasonable prices in order to encourage a profitable volume of business. The 
availability of lower priced imports and the price competition offered by such 
imports looms as one of the major answers available to the retailers for the 
maintenance and the improvement of their current levels of business. Without 
these imports, many retail establishments, even those which do not themselves 
handle imported items, will be unable to face the crisis engendered by the cur- 
rent economic adjustment. 

And what about the effect of imports on American jobs? It has been estab- 
lished, both by private and official analysis, that at least 4.5 million jobs in the 
United States are generated by our foreign trade, which means either directly 
or indirectly by our level of imports. This figure should actually be substan- 
tially greater, since it does not include the large number of jobs in the con- 
struction and processing industries which are made possible only because of the 
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price competition offered by imported industrial raw materials. This includes 
the housing industry, the door manufacturng industry, the retail trade, and the 
processing industries mentioned in the previous section of this report. Although 
it is impossible to determine exactly the number of jobs involved in these 
various operations, it seems safe to estimate that fully 10 percent of America’s 
jobs are dependent, either directly or indirectly, on our world trade. 

On the other hand, authoritative analysis indicates that the maximum num- 
ber of employees who might be displaced by even a total suspension of all tariffs 
(and this is a step far removed from anything being proposed to or being con- 
sidered by the Congress) would not exceed 200,000. This represents no more 
than the normal job displacement that takes place in the United States economy 
every 3 or 4 days, for the Bureau of Labor Statistics in the United States De- 
partment of Labor reports that about 800,000 persons in the labor force move 
into or out of jobs every month. Moreover, analysis of the industries which 
have been found to be injured by imports shows that all of these combined in- 
volve a possible loss of only 28,000 jobs. 

In considering this problem of job displacement versus job opportunities, it is 
essential to consider the true relationship between the many jobs that are en- 
gendered by America’s world trade and the few jobs that are threatened by 
that trade. It is an obvious truism that the great majority of industries 
which complain about import competition are low-wage industries. These 
include plywood, textiles, pottery, glass, gloves, felt hats, farm twine, spring 
clothespins, and many others. For example, in the hardwood plywood industry, 
which has been one of the most vocal and persistent complainers against import 
competition, the average wage was reported by the industry last year to be 
$1.22 an hour, and as recently as 1955 the industry pointed out that two-thirds 
of its companies were paying wages below 90 cents an hour. 

In contrast, the jobs that are generated by world trade and the job oppor- 
tunities that can be created by an expanding world trade are traditionally high- 
wage jobs. Average wages in the housing industry, for example, are well over 
$2 an hour, as are those in the major processing and exporting industries, 

As a result, even in those few industries where import competition is causing 
some displacement of local employment, the protectionists in these industries 
are asking the Congress to protect a few $1.25-an-hour jobs at the expense of 
many $2.50-an-hour jobs. 

Which of these classes of jobs is better desering of protection? Which of 
these types of industries will provide better job opportunities, greater expan- 
sion prospects, higher income and greater prosperity to the American worker and 
to the American economy? These are questions which must be answered in any 
consideration of our foreign-trade policy, for it is impossible to protect the 
$1.25 job without restricting or even destroying the $2.50 job. 

The effect of high-tariff “protectionism” on American labor is even more devast- 
ating than these figures reveal, for the world is today facing startling new 
developments in its industrial and economic growth. This committee has heard 
much about the European common market, and companion developments in 
Scandinavia, Latin America, and elsewhere. It has heard much about the Soviet 
economic offensive and the inroads that Communist trade offers have made 
into long-established markets. 

If, in the face of these and other revolutionary world developments, the United 
States should adopt a high-tariff “protectionist’ policy, or even worse, adopt the 
ultimate in bureaucratic and arbitrary restrictions by imposing import quotas, I 
venture to estimate that within 5 years our export sales would be cut by at least 
$3 billion. 

The impact of such a cut would not be felt to any great degree by American 
industry, at least by the larger companies in our industries. They have seen 
the handwriting on the wall, and have already started to build their own plants 
within the common market walls and within the other areas that threaten to 
adopt regional trade arrangements. So these companies may lose their exports, 
but they will make up for this loss by overseas operations. 

3ut what of the small-business man who has sold in foreign markets and can 
no longer do so? And most important, what of the United States workers 
who produced these $3 billion worth of exports on our farms and in our factories? 
A loss of this kind of export business would mean a loss of perhaps 1 million 
American jobs, most of them high-wage jobs, in order to protect perhaps 28,000 
American jobs, most of these low-wage jobs. What other losses might be en- 
tailed because of higher raw material costs, higher building costs, higher retail 
prices, and a generally higher cost of living, can not be foretold. 
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These dire consequences can be avoided only by the adoption of reasonable im- 
port restrictions, intended to prevent unfair competition and sudden bankruptcy, 
but designed to encourage the type of unfettered competition that has made our 
Nation great and our economy strong, with a minimum of Government inter- 
ference in the operation of the market place. 

Government interference in these normal commercial transactions would be 
dangerous enough if it were limited to increased tariffs; it would be catastrophic 
if it took the form of import quotas. On the thousands of commodities involved, 
this would mean thousands of Government administrators, or bureaucrats, if 
you prefer that term, exercising a life-and-death power over American business, 
dictating quota restrictions, enforcing the resulting price controls, placing Govern- 
ment in the midst of daily business decisions now left to the free forces of the 
economy. It would provide for our industrial economy all the woes now suffered 
by the agricultural economy, compounded 1,000 times from the problems involved 
in the support of only 6 basic agricultural commodities. Such a system of Govern- 
ment allocation and price support in industry would place Government in the 
midst of the American economy as never before, in violation of every basic tenet 
of our economic and political way of life. 

If we adopt a section 22 for industry, as has been suggested, we would make 
the present mess in agriculture look like an untroubled episode preceding the 
collapse of the American economy as we know it today. 

By abjuring quotas and providing a reasonable escape clause and the other 
import-restricting provisions of law, we can avoid these results and help provide 
a maximum of prosperity, strength and freedom to ourselves and to the free 
world. 

Mr. Barnuarp. I think there has been very adequate discussion 
within the past 2 weeks and there will be oie able more during the 
next 3 weeks on the general problem of the national self-interest, the 
high-level policy questions. 

I think it is obvious to all, whether liberal traders or protectionists 
or the uncommitted middle of the roaders, that a liberal trade policy, 
an increase in the volume of trade, would provide strength to our free 
world allies, would provide hope to the uncommitted and underdevel- 
oped nations of the world, would provide expanded markets to our 
exporters, would provide our own fabricators with vital materials 
that are necessary and in general would provide a lower cost of living 
to our own consumers. 

This is not where the problems arise. The problems arise in that 
great area of the competitive imports. 

Now, how about our industries, our companies that cannot meet im- 
portant competition, and particularly since the question of injury is 
basically a personal question, what about the employees that might be 
thrown out of work because of import competition? Are they entitled 
to protection ? 

think they are, and I think this is the heart of the controversy, 
both the political controversy and the policy controversy on the 
reciprocal trade program. 

This is the purpose of the escape clause. Much of the escape clause 
is an attempt to reconcile the national interests and the over-riding 
national objectives with the admitted right that the employees in im- 
port competing industries have. re 

Of course, the escape clause is not alone in this regard. In addition, 
there are many other devices now in the law which try to make some 
steps in the direction of this reconciliation. 

There is the Anti-Dumping Act which prevents unfair price dis- 
crimination; the “Buy American Act”; there is section 22 of the Agri- 
cultural Adjustment Act which authorizes quotas on agricultural 
imports; section 337 of the Tariff Act which prevents unfair methods 
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of competition, the peril point which prevents foreseeably dangerous 
reductions in tariffs during tariff negotiations; section 7 of the 1955 
Extension Act which authorizes restrictions on imports that threaten 
the national security ; countervailing duties which offset the advantage 
given to foreign suppliers by their own government’s export subsi- 
dies; section 336 of the Tariff Act which allows certain duty increases 
to equalize cost of production; and other restrictive devices. 

I would like to concentrate my talk on the escape clause. I might 
say that it is the administration of the various devices, most of them, 
during the past half decade, the past 5 years or so, that has led me 
to describe in the past this half decade as an era of fringe protection, 
because I think, and this is the basic problem that we are facing now, 
I think that while the basic objectives of the reciprocal trade program 
have not changed during the past 5 years or so, that its benefits are 
being dissipated by this whittling away at the fringe areas, 

Now, of all the Damoclean swords that hang over our export trade, 
the escape clause is the most feared of the restrictions. What is the 
purpose of the escape clause? Is it to prevent an increase in imports? 

I think the answer is “No.” The purpose of the duty concession 
was to increase imports. There would be no purpose in having an 
escape clause whose function was to remove the objective of the 
initial action. 

Is the escape clause intended to prevent competition? I don’t 
think so, because I think competition is something which we en- 
courage as a Government. 

I think it is something which is basic to our American economic way 
of life. 

Now, it is perfectly natural and norma] for any businessman to 
want to limit or eliminate his competitors. This is true of the corner 
grocer facing the competition of the supermarket, the situation, of the 
patent owner whose patent has expired. It is true of the mining 
company that has depleted its rich ores and is now relying on the pro- 
duction of low-grade ores in competition with others who still have 
high-grade mining properties. 

If the business cannot face competition from whatever source, it 
must either adjust or close down. This is cruel, this is harsh, but 
this is the way that free enterprise must operate. 

I think a company will be just as bankrupt if it is closed because 
of domestic competition as it would be if it closed down because of 
import competition. 

A worker is just as unemployed whether he is unemployed because 
of domestic competition or because of import competition. We may 
have great sympathy for the companies, particularly for the employees 
who are so affected because of domestic or import competition, but 
that does not mean that we can or should make it a national policy to 
stop or to limit this competition. 

This competition is the basis on which our economic strength has 
grown. We do have laws against unfair comperttion- On the do- 
mestic scene, we have the antitrust laws. We have the laws against 
unfair price discrimination. 

We hate their counterparts against import trade. We have the 
Anti-Dumping Act to prevent unfair price discrimination, section 337 
to prevent unfair methods, and so on. 
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The basic problem arises with regard to imports whether competi- 
tion from imports is unfair if it derives from companies or countries 
which have lower wage rates. 

Now, I know of no instance where wage differentials have been held 
to constitute unfair competition. In some industries, for example, 
the producers in New England or in the Pacific Northwest pay wages 
that are 100 percent higher than wages paid in southern industries 
producing the identical product. Does this make unfair competition ? 

When International Harvester moved its baler twine plant from 
Illinois to New Orleans in order to take advantage of lower wage 
rates in New Orleans area, did this make its competition with Plym- 
outh Cordage Co. of Massachusetts unfair ? 

The plywood industry in Wisconsin pays a certain wage rate and its 
competitors across the Canadian border in the plywood industry pay 
an almost identical wage rate. 

Both the Wisconsin and Canadian plywood factories pay 40 to 60 
percent more in wage rates than the plywood factories in South Caro- 
lina. Does this mean that the South Carolina factory is engaging in 
unfair competition with the Wisconsin manufacturer while the Wis. 
consin factory competing with the Canadian factories is not engaging 
in unfair competition ? 

There are some industries which are high-labor-content industries. 
These factories naturally gravitate toward a lower wage area. 

On the other hand, there are some factories which have tremendous 
requirements for electric power and it is perfectly normal and natural 
for these industries to gravitate to a cheaper power area. 

It makes no more sense to put a polished glass factory which has a 
high-labor-content in a high-wage area than it would be to put an 
aluminum producer which has tremendous energy requirements in an 
area devoid of cheap waterpower. 

I think it is just as ridiculous to charge the aluminum company with 
unfair competition because it is using low-energy rates as it would be 
to charge a high-labor-content industry with unfair competition be- 
cause it is operating in an area with low-wage rates. 

If the escape clause it not written to prevent competition or to pre- 
vent an increase in imports, what is its purpose? 

It seems to me its purpose is to protect the competing domestic 
industry against any sudden voluminous and unexpected competitive 
onslaught from imported commodities. The escape clause as I see it 
is a guaranty of gradualism to the competing domestic industry, not 
to protect them against competition but designed to provide them with 
the time necessary to make whatever adjustments must be made in the 
competitive circumstances of the market. 

This is the type of adjustment that every company in the United 
States has to make every day. A dress manufacturer whose competi- 
tor puts out a better dress, or one with higher style, or one with lower 
price, is going to go bankrupt. 

I think the import competing industries have an extra added protec- 
tion provided by the escape clause, which is time to adjust. They 
are not faced with sudden bankruptcy because of this clause. They 
are not faced with wholesale unemployment because of this clause. 
I think they are entitled to this extra added protection. I think the 
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escape clause should stay in and it serves a worthy purpose, for several 
reasons : 

First, perhaps the Government should not have put this tariff on in 
the first place, but having allowed the industry to build up behind a 
tariff will I believe it would be unfair to expect it to make a very 
sudden adjustment upon removal of the tariff wall. 

Second, as Professor Harris has pointed out and as this committee 
well knows, the escape clause is used primarily to protect the weak 
sisters among our industries. For the mos* part they are low-wa 
industries, uneconomic industries, for the most part they are high- 
Jabor-content industries that cannot compete with the economic indus- 
tries in paying wage rates in the United States. 

If they paid the prevailing wage rate they would price themselves 
out of the market. If they do not pay prevailing wage rates they can- 
not attract new labor in their organization. 

Now, too many people, I think, have regarded the escape clause as a 
law providing relief to distressed areas or to distressed industries. 

I think the tendency has been to make imports the scapegoat for all 
economic woes and to seek relief from the Tariff Commission under the 
escape clause because of change in consumer preference as in the Briar 
pipe case, development of new domestic products like the automatic 
clothes driers in the Spring clothespin case, and many other instances. 

I might mention a very significant change which has developed which 
should have been discussed here today, in a discussion of the cordage 
and twine case, is that there has been a tremendous drop in the use of 
binder twine. Binder twine used to have a market of 250 million 
pounds in the United States. The market is about 40 million pounds 
now. This is not because of imports. The harvester combine has made 
the binder twine obsolete. 

Now, if the escape clause is to be used to protect domestic industries 
under certain circumstances, let us first look at the effect of these im- 
ports which would be stopped. 

The imports ordinarily, imports of staple commodities, that is when 
they are not specialty products, are lower priced than the competitive 
domestic product. They have to be in order to compete at all. 

Imported commodities take a longer delivery period. They usually 
have inadequate servicing, they have complex adjustment schedules 
and various other disadvantages that require imports to sell, when 
they are staple commodities, at a lower price. This, much more than 
wage rates abroad, dictates the lower price. A quantity of imports 
themselves is available at relatively low price and, too, the price com- 
petition which is offered by these imports prevents any unreasonable 
rise in the price of the domestically produced competitive products. 

This price competition is tremendously important at all times but 
particularly now in time of recession when price becomes a dominant 
factor in determining the level of production and sales. 

Take the housing industry as an outstanding example. This indus- 
try has been plagued in the recent past by tight credit controls and by 
rising cost. With the current relaxation of credit controls the hous- 
ing industry is unanimous in saying that its level of profitability in 
production and sales in 1958 and thereafter will depend primarily 
upon keeping costs down. 
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Now, what would happen to the housing industry if import restric- 
tions, whether in the form of tariffs or quotas, were placed on imports 
of plywood, of hardboard, soil pipe, of malleable pipefittings, of copper 
piping, of brass plumbing goods, and all the other building materials, 
some quantities of which are imported. Inevitably the price would go 
up, the price of building materials would go up. The housing starts 
would go down. 

In relation to cordage and twine, if the restrictions that are sought 
by the Cordage Institute were adopted, there would immediately, 
within 1 year’s time, be an increase in the cost to the American farmer 
of between $8 million and $25 million a year in the cost of the farm 
twine that they must have. 

These are inevitable conditions of import restrictions, especially 
with regard to industrial raw materials; and industrial raw materials, 
those which are processed or fabricated by American factories or 
American industrial consumers, constitute the bulk of our imports. 

Now, what about the effect of imports on American jobs. It has 
been mentioned many times that there are 414 million jobs directly 
or indirectly dependent on world trade. I think the figure is actually 
considerably larger than this if you take into account the number 
of jobs that are made possible in the construction and processing indus- 
tries only because of the price competition offered by imports of 
industrial raw and semimanufactured materials. I would even ven- 
ture to say that, if you include this segment, fully 10 percent of 
American labor has jobs dependent on world trade which ultimately 
means dependent on our level of imports. 

On the other hand, the total displacement by import competition, 
if all tariffs were suspended, has been estimated at something like 
200,000 jobs. 

An analysis of the industries which have been found to be injured 
by import competition shows a total of only 28,000 jobs involved. 

Now, in this question of job displacement versus job opportunity 
there is one very significant point which is not usually discussed. 
That is, as you know, the great majority of the protectionist industries, 
those that cannot meet import competition or fear it, are low-wage 
industries. These include plywood, textiles, pottery, glass, gloves, 
felt hats, spring clothespins, farm twine, and many others. 

In the hardwood plywood industry the average wage was reported 
last year to be $1.22 an hour and as recently as 1955 the industry 
stated that two-thirds of its companies were paying wages below 
90 cents an hour. 

In contrast, the jobs generated by world trade, whether exporting 
jobs or processing jobs, the jobs that process imported materials, are 
traditionally high-wage jobs. 

The average wage in the housing industry is well over $2 an hour. 

So, as a result, even in those few industries where import competi- 
tion is causing some displacement of local employment, the protection- 
ists in these industries are asking the Congress or the Tariff Com- 
mission to protect a few $1.25-an-hour jobs at the expense of many 
$2.50-an-hour jobs. 

Which of these is better deserving of protection? Which of these 
offers better job opportunities, better growth prospects for the worker 
and for the American economy ? 
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The effect of high-tariff protectionism on American labor is even 
more devastating than these figures reveal, for the world is today fac- 
ing startling new developments in its industrial and economic growth. 

You have heard much about the growth of the European Common 
Market and companion developments in Scandinavia, Latin America, 
and elsewhere, and the inroads that Communist trade offers are 
making. 

I believe that if in the fact of these and the other revolutionary 
world developments the United States should now adopt a high-tariff 
protectionist policy, or even worse, adopt the ultimate in bureaucratic 
and arbitrary restrictions by imposing import quotas, I venture to 
estimate that within 5 years our export sales would be cut by at least 
$3 billion. 

What does this mean? It would not harm to any great extent 
American industry, at least not the larger segments of American in- 
dustry. These companies have already seen the handwriting on the 
wall, and they are setting up their own manufacturing plants and 
their own assembly plants within the European Common Market 
walls, 

What about the small-business man who cannot do that and princi- 
pally what about the American workers who produce that $3 billion 
worth of exports ? 

The loss of this kind of export business, as I see it, would mean a 
loss of perhaps 1 million American jobs, most of them high-wage jobs, 
within the next 5 years in order to protect perhaps 28,000 American 
jobs, most of them low-wage jobs. 

I think this can be avoided by the adoption of reasonable import 
restrictions, a reasonable escape clause and its companion restricting 
devices intending to prevent unfair competition and sudden bank- 
ruptcy and to guarantee gradualism in import competition. 

I think the use of high tariffs to bring about these results would be 
dangerous, but I think the use of import quotas to bring about these 
results would be catastrophic. 

I think, on the thousand of commodities that would be involved, 
this would mean thousands of Government administrators or bureau- 
crats exercising a life-and-death power over American business, dic- 
tating quota restrictions and enforcing the resulting price controls, 
placing the Government in the midst of every daily business decision. 

I think the effect of a quota control on imports, the effect of adopt- 
ing a section 22 for industry, which suggestion has been made, would 
make the present mess in agriculture look like an untroubled episode 
preceding the collapse of the American economy as we know it today. 

I think we can avoid these results by adopting a reasonable escape 
clause that gives to import-competing industries the degree of pro- 
tection to which they are entitled and no more. 

Mr. Gregory. Does that conclude your statement ? 

Mr. Barnuwarp. Yes. 

Mr. Greeory. Mr. King is recognized. 

Mr. Kina. You have given us a general discussion of the purpose 
and ae of the escape clause. Would you now be a little more spe- 
cific and discuss some of the changes that should be made in the law 
in order to accomplish this purpose? 
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Mr. Barnuarp. There are a few specifics that I would like to briefly 
mention, sir, particularly in view of the time. 

One is the share of the market doctrine. This is a factor because 
of the phrase in the escape clause that says, “injury may be based on 
either an actual or a relative increase in imports.” This means that 
where a domestic industry has increased from 1 million units to 2 mil- 
lion units, following a trade tariff concession, and the import compe- 
tition has increased from, say, 1,000 units to 10,000 units, that is, there 
has been a 100 percent increase from 1 million to 2 million in the 
domestic industry and a thousand percent increase from 1,000 to 10,000 
in the import competition, this industry which has doubled its sales 
and presumably doubled its profits and its production could come in 
and claim injury because it has not increased relatively as fast as the 
import competition. This, to me, is a ridiculous basis for a finding 
of injury. 

Another change which I think is necessary in the escape clause is 
to eliminate completely any reference to the imposition of tariff quotas. 
The escape clause is a modification or recession or change from a tariff 
reduction. 

I think the escape from such a tariff reduction should be limited to 
a restoration or modification of the tariff rate. 

There is no place in this act for the use of quotas, particularly in 
view of the horrible conditions that a quota system would have on 
American industry. 

I think that the serious injury concept should be related to actual 
injury to an entire industry, actual injury shown in a decline in pro- 
duction or in sales or in profits or in employment which has been 
caused by the tariff concession and by the imports resulting from the 
tariff concession. 

Where there has been a variety of other causes, where there is a 
declining industry, the escape clause should not be used to breathe life 
into a dying industry. 

Too often we run into the circumstances where the domestic indus- 
try for a variety of reasons can no longer satisfy a mass market. For 
example, there used to be a fairly substantial industry in the United 
States in the manufacture of hand hooked rugs. Now, hand-hooked 
rugs—I think our grandfathers used to have them but we do not see 
them any more—they are not made any more because in every hand- 
hook rug there is 1 to 200 hours of labor. When wage rates in the 
United States were 20 cents an hour or 15 cents an hour, this was a 
pate which could be produced. Today it cannot be produced. 

ou cannot get a worker for less than a dollar or dollar and a half an 
hour. You probably are competing with industries which are payin 

2an hour. It is just impossible to produce any such rug that souls 
cost less than $150 to $300. This leavesa gap. 

There are many people who would like hand-hooked rugs, who 
cannot afford and will not pay $150 to $300 for such a rug. 

There is a gap which domestic industry cannot fill because of the 
high level of our wage economy. 

The result is that it may be possible for imports to fill this gap. 
It may be possible that from some cheap labor area, where wages are 
still 20 or 30 or 40 cents an hour, we may be able to fill this gap in 
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the American market and give to the American consumer a product 
which he likes at a price which he can pay. 

This is true also in the hardwood plywood industry where there is 
a gap in the market, in the mass market in the United States, because 
the Annnntie hardwood plywood industry cannot produce a decorative 
pene or a flush door at a price which makes it usable in low-cost 
1ousing. 

If imported plywood were not available for this purpose domestic 
plywood could not fill the gap. 

I think in situations of this kind you may find many instances where 
the statistical coincidence of a domestic decline and import increase 
will be blamed by the domestic industry on the imports; that is, the 
increase in imports have caused the decline in the domestic sales, 
whereas as an actual matter of fact, in most cases, I think you will 
find that the domestic industry has declined of its own weight and 
that imports are coming in to fill the gap. 

This should be clearly spelled out in the escape clause. 

One other aspect of the escape clause over which there has been a 
great deal of controversy is the segmentation clause. 

I think there is a great deal of validity in the segmentation clause 
although many of my friends and colleagues disagree. 

I think where an industry, where a company produces 10 different 
commodities and it shows a tremendous profit overall, a big increase 
in 9 of the 10 commodities and a decrease in 1, and these are related 
commodities all within the scope of the company’s operation, I do not 
think there is any justification in that circumstance for him to claim 
serious injury. 

Here again, in the wood screw situation, wood screws constituted 
only 18 percent of the overall production of the companies which pro- 
duced wood screws, but their business was profitable in other lines. 

This, I think, was the case where they naturally concentrated their 
labor, their capital, their sales techniques on the more profitable lines 
that they svediieed and let the wood screws, which is less profitable, 
drift off. Imports filled that gap. 

There is one case, though, where I think segmentation is essential. 

Suppose General Motors Corp. also produced wood screws for its 
own use. Now, if there were injury in the wood screw industry, I 
do not think that the profitability of the automobile industry should 
be used to deny needed relief to the wood screw industry. 

To this extent I think segmentation is proper. But I think seg- 
mentation should consider all related articles within a company’s 
operation before you determine whether a tremendously profitable 
company is suffering serious injury. 

These are some of the changes which I would recommend and they 
are spelled out in some more detail in some of the recommendations I 
have made to the committee. 

Mr. Kine. You feel the President should maintain the final power 
in passing on escape clause cases ? 

Mr. Barnuarp. Yes, sir; I think it is absolutely essential for several 
reasons, and I think the alternative, which is to make the Tariff Com- 
mission decision mandatory, subject to a congressional veto, I think 
that alternative is not only unwise and impractical but I think it is 
unconstitutional. The reason I support the present method, first and 
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fundamentally, while these involve tariff rates which are within the 
scope of the congressional power, they cannot be extricated from the 
realm of foreign policy and only the President and his staff can 
operate within that realm. 

Second, I think the reluctance of the United States Tariff Commis- 
sion, itself, all six Commissioners, pointed to excellent reasons why 
they should not have this final authority. 

Third, I think this Congress knows better than any the torture 
through which it went in 1929 and 1930 trying to pass on individual 
tariff rates. 

Fourth, a basic problem which I have not heard discussed, is that 
Congress is not in continuous session. What happens to recommen- 
dations of the Tariff Commission during the period between July 1 and 
January 20 when Congress is not around to exercise its veto power ¢ 

Fifth, on constitutionality, that is this: The power to set tariff rates 
is vested in Congress. That is basic. That has been mentioned many 
times. But it is often forgotten that the legislative process which is 
used to set tariff rates under the Constitution must include the Presi- 
dential power to veto. While Congress has the initial power, the legis- 
lative process includes both the legislative action and the Presidential 
action. 

If Congress could delegate to itself the power to set tariff rates by 
joint resolution or by a majority, whatever system is approved, with- 
out being subject to Presidential review or Presidential veto, it would 
be delegating to itself a legislative power that would completely vio- 
late the constitutional provision for the enactment of legislation. It 
would completely rule out of legislation the position which the Presi- 
dent, under the Constitution, does hold in this legislative process. 

For these various reasons, I would heartily support retention of the 
present system. 

Mr. Kine. According to you it could not be taken away. 

Mr. Barnuart. I do not think it can constitutionally. 

Mr. Kroc. I think I agree. 

Mr. Barnuarp. I think if that could be done, then this Congress 
could make the rulings of the Interstate Commerce Commission and 
every other executive agency mandatory and binding, subject only to 
a veto by the Congress and could then completely remove the Presi- 
dent from the entire executive function. 

Mr. Kine. That is all, Mr. Chairman. 

Mr. Grecory. Mr. Curtis? 

Mr. Curtis. If the President signed the bill amending that, I pre- 
sume it would be constitutional ? 

Mr. Barnuarp. I do not believe so. I do not think either this Con- 
gress or the President can enact something which is in violation of 
the Constitution. 

Mr. Curtis. That is the point that itis not. Ifthe President signed 
a law setting it up that way, under that theory what Congress dele- 
gates to the Executive and does not contain veto power would be 
constitutional. 

I have felt all along that is not true. Many people do claim that 
the power given the Executive to enter into reciprocal trade is not 
unconstitutional. I do not agree with you. I think we can delegate 
that power. So if the President wanted to sign a bill which set up 
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an operation like that, in my judgment, certainly it would be consti- 
tutional. We have done it, incidentally. In other areas, taking the 
military on military installations, Congress has retained a sort of veto 
power in the thing. I think it is ill-advised in other instances, but I 
do not think it is unconstitutional once the President has put his O. K. 
on that type of procedure. 

Mr. Barnuarp. There are several cases which have touched on this 
problem. I donot have the material with me but I would like to bring 
it to your attention. 

Mr. Curtis. I would like you to because you do raise an interesting 
question. 

You have asked a question as to whether wage differentials could 
be held to be constituted unfair competition. I think the whole history 
of the minimum wage law demonstrates the fact that the Congress did 
think that wage differentials constituted unfair competition. 

The whole theory of the Davis-Bacon is predicated on that proposi- 
tion and certainly to listen to the labor union leaders in regard to the 
shipping movement of plants from high-wage areas down to low-wage 
areas, that is their basic charge that it is unfair competition and that 
plea has been, as I suggest, enacted into law through the device of the 
minimum wage law. So I do not agree with your presentation there. 

I further would like to make this comment. You refer to a differ- 
ential of as much as 100 percent greater. We are talking about some- 
thing like 700 percent in some instances with the Japanese wage scales. 
So it seems to me that the escape clause and peril point very properly 
can be regarded, to some extent at any rate, as an attempt to recognize 
this economic differential. 

Mr. Barnuarp. Well, sir, the wage level in Japan is one-tenth or 
one-eighth of the wage level in this country. 

On the other hand, the cost of electric power in Japan is 4 or 5 times 
or even 10 times greater than the cost of electric power in this country. 

Mr. Curtis. I was going on to say that I think to compare wage 
rates and electric power rates is certainly quite far fetched because 
one of the main purposes or concerns about wage rates is whether or 
not the country will be developing a domestic market of its own. So 
that is where the wage scale makes a tremendous difference. 

I think you are perfectly right to throw in factors like cost of power, 
cost of transportation, productivity based on machines, I think it is 
very proper to weight all those elements but because you weigh those 
there is no reason for ignoring, in my judgment, a tremendous differ- 
ential, as much as 700 percent. 

Mr. Barnwarp. The very purpose of the trade in which we are 
engaged, sir, is to take advantage of that differential. We take ad- 
vantage of their wage rates in some instances as they take advantage of 
our assembly line techniques and low power. 

Mr. Curtis. We do not take advantage of it, sir, if we are trying to 
achieve what we say is one of our main objectives in reciprocal trade 
which is to build up the standard of living of these countries so that 
Communists cannot infiltrate. 

Mr. Barnuarp. And we do it best by buying their products. 

Mr. Curtis. You do not do it, I submit, at least we came to this con- 
clusion in the country when we stopped sweatshop labor operations, 
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we considered in the long run that although the consumer may derive 

an immediate benefit from the cheaper price because of the use of 

ne labor, in the long run the community and the Nation did 
nefit. 

I submit the same philosophy and the same theory applies in rela- 
tion to our friends abroad. 

Mr. Barnuarp. This is exactly what I have been saying this after- 
noon, that we might appear to benefit by preserving these low-wage 
industries in the United States, we might benefit temporarily and 
locally, but the national interest is in trying to urge these people into 
better paying and more productive jobs. 

Mr. Curtis. If all your arguments applied to the low-wage indus- 
tries in this country that might be a fair statement and that would be 
a fair argument to present if there were low wages. It just so hap- 
pens that the gentleman that is going to follow you on the stand repre- 
sents a labor union where they pay over $3 an hour. I do not think 
that you would regard that as low even in this country. 

Mr. Barwarp. There are certain exceptions, sir. 

Mr. Curtis. The point I am making is that it is a wage differential 
and if it is a low-wage industry in this country, why, that situation 
will be reflected. 

Mr. Barnuarp. Of course, our major exports, as you well know, 
sir, are in the field where we have the highest wages in this country 
and the highest wages by far in the world. 

Mr. Curtis. That has been a statement made and I presume there 
are some cases. I do not think there has been a study made. I 
would be very much interested to know if a study has been made, 
just as your generality on the fact that the companies that were in 
distress from imports were low-wage industries. I know that is not 
true because I know some specific instances where it is not. 

Unless there has been a study made, I am going to say this: That 
you may be right but I think that a definitive study should be made 
of that and it might be revealing. I doubt if it isso. 

Mr. Barnuarp. My experience has been confined primarily to prac- 
tice here in Washington, which means those industries which have 
taken the trouble to complain to the Tariff Commission, or ODM, or 
the Treasury Department. I have made a fairly complete study of 
those industries although I do not have the tabulation here with me. 
They almost invariably involve low-wage industries. 

Mr. Curtis. One final point I want to mention. You are talking 
about our American manufacturers setting up plants in the European 
market. I would not be so concerned if they were setting it up to 
manufacture and sell in the European market, but when they go over 
there to sell to the American domestic market, then I begin to 
presume that the real reason they are doing that is to get away and 
get around the various social legislation we have imposed upon the 
manufacturers in this country. If that is so, I am not very happy 
about that. 

Mr. Barnnarp. Sir, I do not think you will find that General 
Motors and Ford and Burroughs Corp. and these others which are 
setting up over there are bothered very much by the Fair Labor 
Standards Act which sets a minimum wage of $1. 
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Mr. Curtis. In this country, but what do they pay in Germany 
and what about the shipping back that is going on right now of some 
of the smaller cars made by General Motors in Europe? What wa 
scale do they pay in Europe, in Germany let us say, compared to the 
United States? And I think we will have a pretty good case on that 
one situation. 

That is all, Mr. Chairman. 

Mr. Grecory. We thank you, Mr. Barnhard, for your appearance 
and your testimony. 

Mr. Barnuarp. Thank you, sir. 

Mr. Grecory. The next witness is Mr. Roger M. Rettig. 

Mr. Rettig, will you please give your name and address, and identify 
yourself to the clerk? 


STATEMENT OF ROGER M. RETTIG, PRESIDENT, NATIONAL 
INDEPENDENT UNION COUNCIL 


Mr. Rerric. My name is Roger M. Rettig. At this hearing I will 
present the position of the National Independent Union Council as 
national president. I am also president of the Electrical Workers 
Independent Union. We maintain our national council headquarters 
here in Washington. 

My statement will be comparatively short because I feel that some 
of the previous statements have gone into detail to show how man 
industries, the laboring people, and our national economy has suf- 
fered because of the present foreign-trade policies. We are greatly 
alarmed about this situation. 

We recognize that there is some merit and logical argument for 
freedom of trade between the nations. We also realize that economic 
aid should be given to free nations of the world in order that they 
might raise their standards of living. But we do not believe that this 
aid should be rendered to the extent that it will weaken the econom 
of this Nation and lower the standard of living of our people. Hard- 
hit industries include automobile, textile, meat and food products, 
paper, steel, porcelain, petroleum, plywood, machinery, and others, 
including the electrical industry, in particular. Workers in other 
industries we can cite are in a comparable situation. 

For example, the structure of our economy is dependent on energy, 
particularly electrical energy. Electrical energy cannot be produced 
and distributed without turbines, transformers, generators, switch- 
gear, high-voltage insulators, motors, instruments, and other related 
equipment. Such equipment is produced in this country by expe- 
rienced workers who have acquired special skills through long expe- 
rience. A large part of the cost of such equipment consists of labor, 
approximately 40 percent. It is not likely that automation will replace 
these skilled workers. Consequently, the electrical industry employs 
millions of workers in this country, plus those who are employed in 
the various industries which supply the electrical manufacturers, such 
as steel, copper, paper, porcelain, and many others. The workmen 
employed in the electrical industry earn substantially high salaries. 

e find, however, that the present tariff and foreign trade policies 
are encouraging foreign manufacturers to sell such equipment in this 
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country at prices so low that competition from an American manu- 
facturer is out of the picture. Even the greater efliciency of the Amer- 
ican worker does not make it possible for the American manufacturers 
to compete with foreign manufacturers who pay their workmen rates 
that range from 201% cents to 62 cents per hour. 

I might add there that the rate in Germany, the rate that was given 
to me by the Bureau of Labor Statistics, in machinery business was 
32 cents an hour. Compare this to American manufacturers who pay 
eters excess of $3 per hour on items where 40 percent of the cost 
is labor. 

The Federal purchasing policies require purchase from the lowest 
bidder. No American manufacturer can compete with the foreign 
built equipment under these conditions. Consequently, practically 
all of this type of equipment is now being made in foreign countries. 
This type of foreign policy has caused many of our electrical manu- 
turing — to lay off as many as 25 percent of their employees. 
Some of these plants are situated in depressed labor areas. Of course, 
there is an allowance for this of 6 percent, but what good is 6 percent 
to a manufacturer when a foreign company andesbiale them by 50 
percent? Unless this trend is recognized and our electrical equip- 
ment industry is given protection from the importation of such equip- 
ment, the electrical power system of this country will be dependent 
on foreign manufacturers, and will put more of our people on the ever 
increasing unemployment rolls. 

Practically all large transformers purchased by the Government 
during the past 2 years have been from foreign manufacturers. True, 
they are being purchased at a lower price, but we also believe that the 
Government is getting an inferior product. 

Ten 103,000 KVA transformers, purchased from an English manu- 
facturer, were put into service at the Chief Joseph Dam near Brewster, 
Wash. In less than 1 year, three of these large units failed. The 
fourth was torn down for inspection and it was discovered that all 10 
of the units must be sent back for redesigning and rebuilding. It is 
our understanding that, had it not been _ the fact that there were 
three American made transformers present at the location, which 
could be relied upon, the district supplied by this dam would have 
suffered greatly for the want of electrical power. 

Electrical energy is too vital to the economy and defense of our 
country to allow foreign manufacturers to have control over the 
equipment necessary to supply this energy. ; 

We believe that the protection of our economy, and in certain indus- 
tries, the protection of our country, requires selective tariff protec- 
tion for those industries in which the labor skills require long appren- 
ticeships and experience. We disagree completely with the trend to 
displace skilled and highly technical American workers with cheaply 
paid foreign labor. We have no quarrel with the desire to help the 
foreign countries which are friendly to us, or which have a political 
philosophy similar to ours. However, we believe that the American 
workman is entitled to compete for his livelihood on some fair basis— 
and competing with labor rates one-fourth or less is not fair compe- 
tition. International trade relations should be developed so as to en- 
able all manufacturers—foreign and domestic—to compete on an equal 
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basis with allowances made for variations in wage and living stand- 
ards in all countries. 

Under the present system of allocating orders for power trans- 
formers and other electrical equipment by Government agencies, it is 
possible for 100 percent of such orders to be obtained by foreign com- 
panies. It is our understanding that the figure at present is 90 per- 
cent. 

We feel that in addition to the 6 percent allowed American firms 
under the present law and the 6 percent allowed for depressed labor 
areas, there should be a maximum percentage of such orders that could 
be granted to foreign firms. 

We suggest that when an area or an industry is in distress no fur- 
ther orders should be allocated to foreign companies until that situa- 
tion is alleviated. 

Furthermore, we feel that under no conditions should we become 
dependent for 90 percent of our electrical power equipment from 
foreign manufacturers. Therefore, we suggest that no more than 25 
percent of the transformers scheduled by Government agencies for 
any 1 year should be provided by foreign companies. 

One of our affiliated unions, whose members are employed in an 
industry manufacturing oo parts for the automobile industry, 
has reduced the membership by 20 percent due to the import of foreign 
cars. Since this union had a membership of 3,000, the import affected 
about 600 members. Since the company that manufactured the com- 
ponent parts, had this cut back in employees, the company has lost 
another 60 percent of its business. This is due to the Big Three who 
monopolize the automotive industry now making many of their own 
component parts formerly farmed out. This caused the smaller com- 
pany, who formerly employed our members, to decide to sell the 
plant where the component parts were manufactured. This puts all 
3,000 members out on the street with no jobs in spite of long years of 
skill and service. 

There is a tendency on the part of American manufacturers to 
utilize every means at their disposal to try to compete with foreign 
manufacturers, even though they are competing against conditions 
we have cited. The American workman has a tremendous stake in 
maintaining a high standard of living in this country. Without the 
high performance record and the high caliber of the American work- 
man such a high standard of living could not have been attained. If 
it is necessary for American industry to try to become competitive 
with foreign companies which pay labor rates one-fourth or less than 
that paid to American workmen then it is inevitable that the standard 
of living in America will deteriorate. 

We earnestly hope that you will understand the seriousness of these 
conditions, and will assist in correcting them. We believe that early 
action of Congress is necessary to protect our economy. 

Mr. Grecory. Are there any questions? 

Mr. Curtis. I just wish to say to my colleagues: Mr. Rettig, who is 
resident of this National Independent Union Council is from St. 
ouis, Mo., in my district. He is a man who has distinguished himself 

in the labor movement over a period of years and the union, which 
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he himself represents, I believe has about the highest wage scale and 
labor practices of any in the area. 

Am I not correct about that? 

Mr. Rerric. From any information we can get on wage rates in the 
transformer industry, we find ourselves well in excess. 

Mr. Curtis. Thank you. 

Mr. Grecory. We thank you, Mr. Rettig, for your appearance. 

Mr. Rerric. Thank you, sir. 

Mr. Grecory. The committee stands in recess until Monday, March 
3, at 10 o’clock. 

(Whereupon, at 5 p. m., the hearing was recessed until 10 a. m., 
Monday, March 3, 1958.) 
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MONDAY, MARCH 3, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 
The committee met at 10 a. m. pursuant to recess, in the com- 
mittee room, New House Office Building, Hon. Wilbur D. Mills (chair- 
man) presiding. 
The Cuarrman. The committee will please come to order. 
Our first witness this morning is Mr. Clyde L. Flynn, Jr. 
Mr. Flynn, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear. 


STATEMENT OF CLYDE L. FLYNN, JR., IN BEHALF OF THE INDE- 
PENDENT DOMESTIC FLUORSPAR PRODUCERS ASSOCIATION, 
ELIZABETHTOWN, ILL. 


Mr. Fiynn. Mr. Chairman, my name is Clyde L. Flynn, Jr. M 
address is Elizabethtown, Ill. I am vice president of the Hicks C 
Fluorspar Mining Co. I am here as a representative of my company 
and also as spokesman for the Independent Domestic Fluorspar Pro- 
ducers Association. 

The Cuamman. Mr. Flynn, Mr. Gregory asked me to express to 
you his regrets over the fact that he could not be in the committee 
this morning to hear your testimony, in view of the fact that he has 
a problem in his own area of Kentucky similar to that which you 
have in the State of Illinois. He is detained on other business and 
cannot be here at the moment. 

Mr. Flynn, can you complete your statement in the 20 minutes that 
we have allotted to you, sir? 

Mr. Fiynn. I do not believe I would be able to, Mr. Chairman. 
With your permission, I will simply file it and let it appear in full in 
the record. 

The Cuatrman. Without objection, your entire statement will ap- 
pear in the record. You are vein 

(The prepared statement referred to is as follows.) 


STATEMENT OF CLYDE L. FLYNN, JR., FOR THE INDEPENDENT DOMESTIC FLUORSPAR 
PRODUCERS ASSOCIATION 


My name is Clyde L. Flynn, Jr. My address is Elizabethtown, Ill. I am vice 
president of the Hicks Creek Fluorspar Mining Co. I am here as a representative 
of my company and also as spokesman for the Independent Domestic Fluorspar 
Producers Association. 

With your permission, I would like to examine the problem of the fluorspar 
industry as it relates to the legislation under consideration as follows: the situa- 
tion in which the fluorspar industry finds itself as a result of the operation of 
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the Trade Agreements Act, the future of our industry as we see it if the act is 
extended as proposed by the administration, and then, I would like to offer for this 
committee’s consideration some suggestions as to what might be done in order to 
provide some necessary protection for our fluorspar industry. 

Fluorspar is marketed in two principal grades, metallurgical grade and acid 
grade, and the imported material enters under two different rates of duty as pro- 
vided by paragraph 207 of the Tariff Act of 1930. 

Metallurgical grade fluorspar, which contains less than 97 percent calcium 
fluoride, has a rate of duty of $7.50 per short ton. It is sold in gravel form and 
is essential to the production of steel. About 6 pounds of fluorspar is required 
per ton of finished steel. 

Let us examine the metallurgical producing segement of our industry. Ex- 
hibit 2 which is attached to this statement shows the relative position of imports, 
consumption, and domestic production. Actually our market situation would be 
much worse if it were not for the Government purchase program for the defense 
stockpile for metallurgical grade fluorspar. It is only through sales to the Gov- 
ernment, with a bonus payment, that the producers are able to sell some tonnage 
to industry. Without the bonus, we could not produce and sell to industry in 
competition with lower priced imports. 

Practically all foreign metallurgical grade fluorspar is hand-produced. Do- 
mestic material is mined with the most modern mining equipment and milled in 
heavy medium separation mills. Domestic captive producers ceased production 
quite some time ago simply because they could purchase imported material 
cheaper than they could produce it. 

Imported metallurgical grade fluorspar is available on the east coast for $30 
per ton duty paid. Comparable domestic metallurgical grade fluorspar would 
cost $48. Imported material is available along the Mexican border at a price 
even lower than on the east coast. 

Now it is quite evident to anyone who is familiar with the foreign metallurgi- 
cal grade fluorspar producing industry that the foreigners can easily expand their 
production. It is also quite apparent that they can supply all of our domestic 
requirements at prices we domestic producers cannot meet. An examination of 
exhibit 2 will show that increases in foreign production up to nearly 100,000 tons 
per year have occurred. In 1957, imports of metallurgical grade fluorspar was 
211,000 tons, consumption was 325,000 tons. In addition, a considerable tonnage 
of imported acid grade fluorspar was used by the domestic consumers of this less- 
than-97 percent calcium fluoride fluorspar in the glass and ceramics field. Im- 
ported metallurgical grade fluorspar duty paid is available to consumers at from 
$6 to $8 per ton below the cost of production of domestic fluorspar. 

Now we come to the question of what relief is available to the metallurgical 
grade fluorspar part of the industry under the present Trade Agreement Act or 
under the administration’s proposed extensions. We are advised that no relief 
is available via the escape clause for the reason that no concession has been 
granted on metallurgical grade fluorspar, hence we cannot avail ourselves of this 
remedy. 

In view of the recommendations contained in a report to the Honorable 
Gorden Gray, Director of the Office of Defense Mobilization, titles “Stock- 
piling for Defense in the Nuclear Age” dated January 28, 1958, it is ex- 
tremely doubtful that relief could be obtained through the National Security 
Amendment. 

The new concept of stockpiling, as proposed in this report, and the fact 
that material is available in the “general North American area” leads the in- 
dustry to have serious doubts that the Director of the Office of Defense Mo- 
bilization would advise the President that the national security was being 
threatened as a result of imports of metallurgical-grade fluorspar injuring 
the domestic industry. 

Faced with the certain destruction of this part of our industry by imports 
and finding no means of relief in either existing law or the legislation under 
consideration we can hardly be expected to endorse the proposed extension of the 
Trade Agreements Act. Instead, we respectfully request that this committee con- 
sider a means of relief for our industry such as is contained in H. R. 10628 or 
H. R. 10726. By adopting such a measure this part of our industry could ex- 
pect to operate, and possibly over the next few years expand production as do- 
mestic consumption of metallurgical-grade fluorspar increased. 

With the provisions of H. R. 20628 or H. R. 10726 in operation and using 
1957 figures, the importers would still have a minimum of 57 percent of the mar- 
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ket. Domestic producers would have a chance of furnishing 43 percent. As 
consumption increases over the years, one-half of such annual increase above the 
average rate of consumption for the years 1955, 1956, and 1957 would be al- 
located to the importers and we would have an opportunity to furnish one-half 
of the anticipated increase. 

Turning now to the part of our industry producing acid-grade fluorspar we 
find the same problems above encountered, and some additional ones. 

Acid-grade fluorspar, which contains more than 97 percent calcium fluoride, 
the more valuable of the two products, has a rate of duty of only $1.87 per ton. 
The statutory rate was reduced to this figure by a concession at Torquay from 
$5.60 per long ton. 

At the time of the enactment of paragraph 207 of the Tariff Act, very little 
acid-grade fluorspar was consumed in this country. Acid-grade fluorspar was 
at that time produced by hand selection. But the flotation separation process 
was developed in the late thirties and adapted to fluorspar. It then became 
possible for the United States to produce all of the acid-grade fluorspar we 
required. 

Domestically, the crude ore from which acid-grade fluorspar is produced, is 
mined, just as is metallurgical, but use of modern mining equipment. Abroad 
more than half of the crude ore used to produce acid-grade fluorspar is mined 
by hand. The present duty on acid-grade fluorspar is $1.87 per ton, no de- 
terrent whatsoever to imports. 

Acid-grade fluorspar is used in the production of aluminum, about 120 pounds 
being required to produce 1 ton of aluminum. Acid-grade fluorspar is neces- 
sary for the production of hydrofluoric acid, feron gas, fluorcarbon compounds, 
plastics, atomic energy and is the source of fluorine which is currently being 
tested by each of the three military services as an oxidizing agent in the rocket 
and missile field. 

An examination of exhibit 3 discloses what has happened in this part of the 
industry. Based on imports for the first 9 months of 1957, the total imports 
for the year as indicated appear to be approximately 418,000 tons, or nearly 
100,000 tons in excess of consumption. True, part of these imports went to 
the Commodity Credit Corporation under the barter program. But, those 
contracts will be completed early next year, then the entire foreign tonnage 
will be offered to domestic consumers. Imported acid-grade fluorspar is al- 
ready available to consumers at from $12 to $14 per ton below domestic pro- 
ducers’ prices. With the threatening fight between importers for the balance of 
the domestic market, further price reductions are inevitable. 

A further factor in this picture is that of domestic captive production of acid 
grade fluorspar. Two captive producers are still in operation. They produce 
about 75,000 tons per year of acid grade fiuorspar. Although imported material 
is available to them much chaper than their own, for company reasons they 
maintain production. This, however, complicates the competitive picture. 1957 
consumption of acid grade fluorspar based on the first 9 months’ reports was 
approximately 320.000 tons. Deducting the 75,000 captive production there is 
in reality a market of some 245,000 tons for which 418,000 available tons of 
imported material will be competing with domestic producers over whom the 
importers already have a $14-per-ton advantage. Without prompt congressional 
help the domestic acid grade fluorspar industry will pass out of existence in 1959. 

Now, let us examine the relief available under existing law or in pending 
legislation for this segment of the fluorspar industry. 

The industry could go to the Tariff Commission via the escape-clause route. 
We have been there. The maximum increase in duty proposed in pending bills 
would be a 50 percent increase above the 1934 rate. The rate of duty on acid 
grade fluorspar in 1934 was $5.60 per long ton or $5 per ton of 2,000 pounds, the 
unit used in industry. A 50 percent increase in duty would, if recommended by 
the Tariff Commission and approved by the President, result in a duty of about 
$7.50 per ton of 2,000 pounds. This would be of little value in combating imports, 
since imported acid grade fluorspar is already available to consumer at $14 per 
ton below domestic acid grade fluorspar, and more especially so when the im- 
porters have threatened to further reduce their prices. 

In view of statements by the President on the imposition of quotas, and the 
fact that under GATT we have committed ourselves not to use them, there seem 
only the remotest of possibilities that this remedy would ever be invoked. 

The industry applied to the Office of Defense Mobilization for relief under the 
national security amendment, and subsequently asked that their petition be 
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withdrawn from active consideration. The same reasons stated in connection 
with a metallurgical grade fluorspar application to ODM apply here as well as 
statements of the Director of ODM in respect to fluorspar, lead, and zinc. We 
do not feel that we can obtain relief under this provision of the Trade Agree- 
ments Act. 

So again, we are forced to oppose the enactment of the proposed legislation 
and to suggest that consideration be given to H. R. 10628 or H. R. 10726 as a 
means of providing some relief for our industry. Under the provisions of H. R. 
10628 or H. R. 10726 we would have increased protection when imports exceeded 
125,000 tons or approximately 39 percent of the 1957 consumption. We propose 
to share the increases in consumption over the 1955, 1956, and 1957 average 
equally with our foreign competitors. 

And it is in this acid grade fluorspar field of the industry that a truly remark- 
able rate of expansion of consumption is anticipated. An examination of exhibit 
3 shows an increase in consumption from 100,000 tons in 1949 to 320,000 tons in 
1957. The domestic producers expect this rate of increase to accelerate and to 
reach at least 900,000 tons annually, about 1962. As appealing as this picture 
is, however, it holds no promise for the domestic producers. Without added 
protection the foreign producers will simply expand their production to meet 
the growing demands of domestic consumers. The rate of increase of imports 
shown in exhibit 3 clearly demonstrates the ease with which foreigners can 
and do increase production. 

We have no wish to cause injury to foreign producers or to interfere with 
foreign trade. The Secretary of Interior, testifying before the Senate Committee 
on Interior and Insular Affairs on June 4, 1957, advised the committee in material 
which he presented, appearing on page 47a on the hearings that— 

“1. (a) Price changes have little effect upon substitution of fluorspar for 
other commodities or vice versa. 

“(b) In the absence of Government stockpiling and domestic purchase pro- 
grams a substantial reduction in domestic production could be anticipated. 

“(c) Between 1948 and 1956 trade journal prices of metallurgical grade fluor- 
spar has ranged from $35 to $48 per ton and acid grade from $40 to $60. 

“(d) Domestic producers experience difficulty in meeting the competition of 
foreign producers in the United States market. 

* * * * * a a 

“3. (a) Exports of fluorspar to the United States is of local importance in 
Mexico but is not major factor in the Mexican economy. 

“(b) Tariff is a factor but this has not greatly restricted imports of acid grade 
fluorspar into the United States. A peculiarity of the current United States 
tariff is the difference in rates applied to acid and metallurgical grades.” 

The measures contained in H. R. 10628 or H. R. 10726 could certainly be called 
reasonable. An offer to share the market equally with importers, after having 
only recently furnished over 90 percent of it, cannot be called unreasonable— 
and that would be the approximate result of the enactment of H. R. 10628 or 
H. R. 10726 as separate legislation or as an amendment to the bill under con- 
sideration. 

And now, I would like just for a moment to take a look at the industry as a 
whole. Although we have examined two types of products separately, that was 
done because of the twe different rates of duty and the question of relief avail- 
able for each. Most companies in the industry can and most do produce both 
types of fluorspar. Metallurgical grade can be and frequently is floated and 
converted into acid grade fluorspar. Acid grade can be pelletized and provides 
an excellent metallurgical grade product, and this is being done today. Acid 
grade fluorspar can be and is used by ceramic industry in place of lower grade 
fluorspar. 

An examination of exhibit 1 shows that total imports of fluorspar in 1957 
will almost equal consumption. This exhibit also clearly demonstrates the 
steady decline of domestic production as imports increased. The Government 
purchase program has enabled the industry to hold on since 1954. But this 
assistance ends this year. Even though, as shown in the exhibit, there has 
been a remarkable increase in consumption, which will continue, the upward 
surge of imports to capture this market leaves no room for domestic production, 
even to hold its own. Today, if it were not for the Government purchase pro- 
gram, there would be only 1 independent acid grade mill and 2 captive acid 
grade mills in operation, no metallurgical production. 

Now several factors are responsible for high costs in the domestic industry, 
and they are not difficult to explain. First, of course, is wages. Domestic 





RENEWAL OF TRADE AGREEMENTS ACT 911 


wages today, including fringe benefits, are about $18 to $20 per day. Foreign 
wages, with the exception of Canadian wages, are far, far below ours. We 
are, by law, required to carry workmen’s compensation insurance. The cost 
per man per day to the company for this insurance exceeds the daily wage 
rate in the fluorspar industry in the principal foreign competing country. Our 
fringe benefits under union contracts plus workmen’s compensation insurance 
and retirement benefits paid per miner per day exceed the average total daily 
wage paid in the fluorspar industry in every country abroad except Canada, 

Wages alone do not fully explain this cost factor. As I have previously 
mentioned, most foreign crude ore is hand produced. But this production is on 
contract. No wages are paid. One small group contracts to mine the ore, 
only sledge hammers, hand steel, and shovels are used. The ore is carried 
in burlap bags to a patio. Another group contracts to clean the ore by hand, 
making it ready for sale. Truckers contract to haul it to the railroad station. 
But, yet no one has been paid. Not until a sale has been made and payment 
received by the owner does anyone receive his pay. As thousands and thou- 
sands of tons accumulate along the railroad tracks, pressure develops to cut 
prices. Each of the contractors agrees to a reduction in order to get some 
return on his labor. This practice has been repeated over and over, and I 
know you can realize the disastrous impact this has upon domestic prices and 
the domestic industry. 

An added cost factor contributing to the distress in the domestic fluorspar 
industry is the lack of capital investment required abroad in the fluorspar mines 
and mills. Abroad practically no capital goes into the mines. Most of the 
foreign mills were financed either directly or indirectly by the United States 
Government. At home the capital required for mines and mills comes out of 
money that is left after taxes have been paid. 

An examination of the facts in our industry in respect to import competition 
cannot fail to disclose that the domestic industry is under existing legislation, 
confronted with impossible import competition. It is clearly apparent that 
imports of both grades of fluorspar are available to consumers at prices far 
below domestic prices. It is clearly indicated that the domestic fluorspar indus- 
try cannot compete with imports and must become another victim of import 
competition unless relief as suggested in H. R. 10628 or H. R. 10726 is afforded. 
With more foreign fluorspar of all grades available to consumers at prices 
domestie producers cannot meet, no other reasonable conclusion can be reached. 

Let us see what would happen if our domestic fluorspar mines close through 
failure to obtain some limitation on imports. 

Closing a mine is not like closing a manufacturing plant. All underground 
equipment must be removed, drills, stoppers, trammers, tuggers, cars, pumps, 
ete.; the necessary equipment of mining, all is hoisted to the surface. Then 
the mine fills with water. Months pass, timbers rot, the soft limestone and 
shale weakens, caves, pulls in, ore is lost sometimes in large tonnage by becom- 
ing too dangerous to ever work again. Mine crews disperse after unemploy- 
ment benefits have been exhausted. Shortly the mining equipment and milling 
equipment is sold for second-hand equipment, if such a sale is possible; if not, 
then for scrap. Then, assume that the owners decide to reopen and come to 
Congress for help. A tariff that would have kept them in operation would not 
now be sufficient. For the cost of reopening, if possible, equipping, and cleaning 
up the mine will require a higher price for the product to offset these added costs. 
The cost which must be obtained per ton may well be so high that reopening 
is not possible; many mines in our industry are now in this position. 

Finding a trained and efficient mine crew may be the big job. Our present 
miners are good. But each year, due to the instability of the industry and the 
insecurity of mine employment, fewer and fewer young fellows come into this 
industry. The maintenance of a skilled mining force in this country is today 
a serious problem. Further closings of mines will only compound the problem. 

It is hardly necessary to remind this committee of what would happen in the 
local communities if these remaining mines close. Over the last few years as 
mines have closed the miners sought jobs in Detroit, Peoria, Chicago, and other 
industrial centers. There is no alternative form of employment in the fluorspar 
areas except mining. But most of these former miners are back home, unem- 
ployed, either drawing unemployment compensation or relief. The govern- 
mental functions, such as schools, are beginning to feel the effect of reduced 
income. Closed mines provide little or nothing in the way of taxes—either 
local property taxes and surely no Federal corporate or company taxes. No 
income taxes are collected from unemployed miners. 
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To permit the remaining mines to close through failure to regulate imports 
will add to the distress already existing. If they do close surely then financial 
assistance will have to be provided by Congress for these distressed areas. The 
distribution of surplus food has been a common sight in the mining areas of 
this country for many, many months. 

The effect on the security of the Nation if these mines close is surely apparent 
to this committee. The availability of raw material and particularly minerals 
is a most essential requirement for our national security. Both grades of 
fluorspar, metallurgical and acid, have long been classified as strategic and 
critical. 

I would like to very briefly touch on the action of the Canadian producers 
as contrasted with our request. The Tariff Board of Canada will on May 6, 
1958, conduct a hearing in respect to the imposition of a flat $10 per ton duty 
on all fluorspar entering Canada. When you add the $25 per ton freight rate 
across the United States to this $10 you have an effective limitation on 
fluorspar imports into Canada far in excess of our request. 

I would like to point out that the enactment of H. R. 10628 or H. R. 10726 
or its adoption as an amendment to the legislation under consideration would 
have little effect on the price of the end products in which fluorspar is an in- 
dispensable part. 

It is extremely important that Congress retain its control over this vital 
domestic problem. Each member knows far better the condition at home in 
industry than does some observer in the executive branch who might be more 
concerned with the condition in some foreign producing area than he is with 
our domestic industry. The interests of this country will best be served by 
Congress regaining its authority over foreign commerce and by exercising a 
greater degree of control over the protection of domestic industries from ruinous 
imports. 

We recognize that foreign trade is necessary and good if conducted under 
fairer rules than those now in effect. But we have a situation now where 
small domestic industries such as ours are being sacrificed in order to promote 
more foreign trade. I don’t believe that Congress ever intended this to hap- 
pen—but it is. Where injury is being suffered by a domestic industry as a 
result of imports, sufficient protection must be given, without regard to prior 
dates or rates, to enable that domestic producer to compete equally in the market 
place with his foreign competitor. And that is all the domestic fluorspar in- 
dustry is asking; since we must pay minimum wages, meet Government safety 
measures, use our Own private capital if Congress will provide protection to 
equalize the wage advantage of our foreign competitor we'll meet him at the 
water's edge. 

Mr. Chairman, I want to thank you and the members of this committee for 
the opportunity of appearing before you and the time you have given to me. 
And I most earnestly hope that you will give favorable consideration to the 
suggested relief for our industry and thereby save our industry from destruction 
and our miners and communities from poverty. 


Exuisit I.—Fluorspar—All grades 
[Short tons] 


Imports Domestic Domestic 
consumption | production 


11, 871 218, 500 233, 600 








7, 524 303, 600 320, 669 
2, 151 360, 800 359, 316 
45, 796 388, 885 406, 016 
87, 201 410, 170 413, 781 
103, 133 356, 090 | 322, 961 
29, 852 303, 190 277, 940 
78, 724 376, 138 329, 484 
111, 626 406, 269 331, 849 
95, 619 345, 221 236, 704 
164, 634 426, 121 301, 510 
171, 275 | 497, 012 | 347, 024 
352, 503 | 520, 197 331, 373 
359, 569 586, 798 318, 036 
320 480, 374 245, 628 

363, 420 570, 261 | 279, 150 
485, 552 621, 354 | 329, 719 
629, 400 647, 840 305, 652 


1 Based on first 9 months reports. 
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Exuisir II.—Flourspar—Metallurgical grade 
{Short tons] 


Imports Domestic Domestic 
consumption | production 





OE RE ES Ss ES De LENO LON 6 SES eR 3 8, 821 181, 500 199, 992 
ome TE a SS ee Sa ee eat 6, 008 247, 600 267, 995 
BO sa capt eceee Sinbceiicea tags chtovtitnpielmits, tated 269 279, 200 271, 233 
DOR ole arene eine ace ee Cee ee 43, 915 275, 271 274, 266 
MGs: cones seks ns a aaa oes ogee Ce 81, 638 280, 617 268, 301 
ee te = steesbiciniikabiasae ca catia ae 92, 858 246, 775 233, 357 
WOME. cen ec essdee UE 2 i ee 3 23, 231 219, 289 194, 986 
OE dl de ke ee sities oh addin Mate ett, ou 63, 102 275, 775 230, 708 
i ii BRB Mice ac ARITA Bi SMa ete SBE 8 gi ose 91, 430 298, 989 234, 901 
Oise oh ee 2 ea 75, 129 256, 069 165, 945 
DO ric leno ne map ketenes eke be 121, 146 301, 681 203, 851 
1951_..-._ PPR TONER I ee 2 a, oe reer 128, 284 345, 314 223, 899 
Nh ie cnn sno i selleesacatesanicl aie kin ieee aan an 224, 521 341, 930 194, 324 
| | REREAD De EA a gs hE REMY ag beta he SBS 151, 676 363, 439 158, 840 
OO ENTE TEES SR ORE PT wbnbeadenial 87, 545 255, 278 84, 483 
WO oo oan nde oceaien tee sce oeedb ee saseee kee 158, 333 322, 043 121, 813 
Ae Belek oc cnc nnincn<necenaenve ckphadlea ois ncaa aa 234, 513 331, 831 173, 561 
SONA. x chaniinpees Stele: sonigtinna hihicdte th bik Sacstdnai tigi Dae 211, 020 324, 792 112, 980 


1 Based on first 9 months reports. 


ExuHisir II.—Fluorspar—Metallurgical grade 


[Short tons] 


Imports Domestic Domestic 
consumption} production 
iii oo aibidigny icdtedhbhdanbup<-cudustenckatiaddiaiaio 3, 052 37, 000 33, 068 
SOAS sche a wa dedhubdtabe Ldbthddinetigbbsdicccssdenabeveaee wel 1, 516 56, 000 52, 674 
BPE. cn¢ sgenneerebt-ceneteereetlanendicenieliandetaseran 1, 882 81, 600 88, 083 
WOER....,-- clesthe Gabatrdank Gnehabawentid Sokdaasnedhbambeien inn 1, 854 113, 614 131, 750 
DONE hind ob db via dé pide Guid dub bdbb sb adbb ob ob atin beech ielb det 5, 562 129, 553 145, 480 
1945 _- déchvewwaen dchthehnhsbiohns ciddnatha deed 10, 275 109, 315 89, 604 
1946. _- wrtaboetcl ichibdulduatbiph wh sucuded aap ecuainthiaae 6, 621 83, 901 82, 954 
ian baad nda cunamtimaetin tt saeenanimedadae ne 15, 622 100, 363 98, 776 
SPs alwee Soe de Genccesttinbcdddscbdy bes heen tentaanees 20, 196 107, 280 96, 848 
1949 __ ae iianan ainda vocapastineiicbesas 20, 490 89, 152 70, 759 
ang domhaedn dieceu ohh siibibic scan tiqpt bins tect diabaaaaioisn 43, 488 124, 440 97, 659 
1951___- swe atawacconewanbovdas eles lal 52, 991 151, 698 123, 125 
A ae ar eee ee”. arr 127, 982 178, 267 136, 949 
1953 bcidtweckdtecbncddietasepeedadiontieicominachabdaast 207, 893 223, 359 159, 196 
1954. . = ites sbbb se dean} sth dactaétdoabdtlidadahets 205, 77. 225, 096 161, 145 
De thnsd a <td me os duuduguanen ine dds tot adoeetadeire 243, 407 248, 218 157, 327 
PORT AR a at a RRR 297, 437 289, 523 156, 158 
I iro ts kon oo sre eels tellin Dh tpn tare etc tc iin ee ee ie 418, 380 323, 048 192, 672 








*Based on the Ist 9 months reports. 


Mr. Frynn. Mr. Chairman, I am speaking for an industry here, the 
fluorspar industry, which not only finds itself injured as a result of 
imports of this product, but it is an industry whieh faces total de- 
struction from imports within the next few months unless something 
is done to provide a means whereby the difference in the price of im- 
ported material and of domestic material can be equalized. 

In my statement I have taken the two different grades of material 
that we produce and the tariff that relates to each grade and then 
tried to show how the Trade Agreements Act has operated in respect 
to our industry and what might be expected if the proposed legisla- 
tion which you have under consideration is adopted. 

As I said, there are two principal grades of fluorspar. 

The metallurgical grade, is essential to the production of steel. The 
duty on that at the present time is $7.50 per short ton. It has not been 
reduced by a concession. It is still the statutory rate of duty. 
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The Cuarrman. You mean that is the duty that was set forth in the 
Act of 1930? 

Mr. Fiynn. The Tariff Act of 1930, yes, sir. 

For many years past imports have completely dominated this sec- 
tion of the industry. The domestic producers are living simply 
through sales to the Government under a stockpiling ee Ve 
get a Tonia under that which enables us to ship a little bit of this ma- 
terial to industry. But without sales to the Government, we could 
not operate. 

As a result of cheap imports, one of the best equipped mines in the 
country, which was captive, closed several years ago because they 
could purchase imported material cheaper than they could produce it 
themselves. 

We cannot go to the Tariff Commission by the escape clause route, 
because there has been no concession in the rate of duty on this part 
of the material that we produce. 

We produce another grade, which is called acid-grade fluorspar, and 
which is the higher value product. It is used to produce aluminum, 
hydrofluoric acid, freon gas, atomic energy, and the fluorine which 
comes from it is being tested as a propellant in the missiles program. 

There, the duty was reduced to $1.87 per ton. I have converted it 
to the short ton. The duty was $5.60 a long ton, but no one uses long- 
ton measurements in industry. 

If we went to the Tariff Commission—which we have, under sec- 
tion 7—and if the Tariff Commission found injury and recommended 
the maximum increase in duty proposals by the bill under considera- 
tion and the President approved it, the duty would go up to $7.50 
a short ton, which is the same duty as on metallurgical fluorspar. 

That is not enough, because imported material is available today at 
$14 to $15 a ton below our cost of production. Last year, that is, 
1957, there were 100,000 tons more acid-grade fluorspar imported into 
this country than was consumed here. 

The Cuarman. Did it go into stockpile ? 

Mr. Fiynn. A part of that went to the Commodity Credit Corpora- 
tion, but those contracts end in March and April of 1959. 

The foreign producers, recognizing that those contracts will be 
over in the early part of 1959, right now are attempting to get what 
little business we have left by offering further price reductions for 
acid-grade fluorspar. Obviously, if we could not compete with them 
last year, and when there are 410,000 tons of material competing for 
a 245,000 ton market—and I mean 410,000 tons of imported material— 
oa there are going to be further price reductions in this particular 

rade. 

We thought that the national security was involved in the case of 
fluorspar. When ou consider the fact that it is essential to the pro- 
duction of steel, aluminum, aviation gasoline, freon gas, hydrofluoric 
acid, atomic energy, and fluorine for missiles and rockets, we thought 
we had a good case before ODM. We filed an application for relief 
with ODM just 15 minutes after the President signed the bill. That 
was H. R. 1, as I recall it. Later, we requested that the petition be 
withdrawn from active consideration by ODM. 

We are living today entirely off of Government stockpile purchases. 
We cannot go on any longer, when those programs are over. We think 
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that we have exhausted our administrative remedy, and that the only 
thing that is left for this industry is for you, in considering this 
bill, to provide some means of equaliizng this difference between the 
price of imported material and the price of the domestic material. 

There are two bills that have been introduced which might do this. 
It provides a formula that might be considered by you as an amend- 
ment to this legislation. However, in view of the threats that the 
importers have made, I am convinced that a quota is the only solution 
to this problem. 

I might mention on that point, Mr. Chairman, that on the 6th of 
May, the Canadian Board of Tariff is holding a hearing on fluorspar 
imports into Canada to consider the imposition of a flat $10 per ton 
duty on all grades of fluorspar. When you take into consideration the 
fact that there is a $25 a ton freight rate across the United States from 
Mexico, they would have, in effect, if this is granted, an effective tariff 
of $35 a ton. 

It is not a question here of lack of consumption in this industry. 
Consumption of fluorspar is increasing at pelea the greatest rate 
of any mineral in this country. I have attached to my statement some 
records that the Department of Interior gave me, showing imports, 
production, and consumption. 

We know that in acid-grade fluorspar, consumption will continue 
to increase at a terrific rate. Yet we will not be able to get 1 ton of 
that business unless some restriction is placed on imports. 

There are two principal reasons why this foreign material is so 
much below our price. One is, of course, the low wages that are paid 
in the principal competing countries, except Canada, and Canada 
does not ship anything into this country right now. They cannot pos- 
sibly compete here with imports from Mexico and Italy. 

The Cuatrman. Most of it is coming from Mexico? 

Mr. Fiynn. Most of it is coming from Mexico and Italy. A great 
— —< - comes from Spain and Sardinia, but principally from Mexico 
and Italy. 

The declidtinn of fluorspar abroad is done in this fashion—and 
you cannot compare wage rates, because they do not use them as such. 
They simply give a group of miners, 3, 4, 5 of them, a contract to 
produce for so much a ton. They dig the material out by hand. They 
use picks, shovels, and other handtools. There is no equipment needed 
such as we use here. Then a trucker will contract to haul the one to 
the railroad station. At the patio at the station, somebody else con- 
tracts to clean it up by hand. There it is piled up, ready for ship- 
ment, but there has not been 1 cent paid out on it, and there will 
thousands of tons accumulated along the railroad tracks. 

Then they start beating down the price. The buyers will say, 
“What will you sell this for?” and eventually it gets down to where 
all the contractors take a reduction in their price. And here comes 
that stuff onto our market. It just wrecks the price structure for 
the domestic industry. 

Our wage rates, incidentally, are about $18 to $20 a day. We have 
to carry workmen’s compensation insurance in case of injury. The 
rate that we pay per day per man for the insurance that we have to 
carry is greater than the wage rate abroad. That is besides the wages 
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that we pay and the other benefits we have to pay under union 
contract. 

This problem has been recognized by the Secretary of the Interior. 
On page 8 of my statement, | show what the Secretary said before 
the Interior Committee last year. I would like to point out that he 
stated that exports of fluorspar to the United States are of local im- 
portance in Mexico but not a major factor in the Mexican economy. 
He also brings up this peculiar situation with respect to the two rates 
of duty: That is, the lower valued product, which is metallurgical, 
carries the higher rate of duty; the higher valued product and grade 
fluorspar carries the lower rate of duty. 

Mr. Baxer. I did not get that last statement. 

The Cuarrman. Will you repeat it ? 

Mr. Fiynn. I will go into it in this way, Congressman Baker. 

At the time the act passed, there was practically no consumption of 
acid-grade fluorspar in this country. 

The CuatrmMan. That is, the act of 1930? 

Mr. Fiynn. That was back in 1930. 

The big consumption was metallurgical grade, by the steel industry. 
Consequently, there was a low rate of duty put on that acid-grade 
fluorspar, and it was all hand produced. Later on, when the flotation 
process was adapted to the fluorspar industry, it became possible to 
produce acid grade without hand selection. 

The intent of Congress at that time was to protect the big segment 
of the industry, as the consumption was 95 percent metallurgical and 
maybe 5 percent acid. Now that has reversed to where acid-grade 
consumption is greater than metallurgical-grade consumption. Acid 
grade is the higher value product, it costs more to produce, but it 
carries the lower grade of duty. 

Another thing I would like to point out here is that an increase in 
the price of fluorspar could hardly be found in the end products it 
goes into. For instance, an increase of $7.50 a ton on metallurgical 
would represent about 1.8 cents added cost per ton of steel. In the 
acid grade, if you took freon gas, for instance, as the end product, that 
retails for $1 a pound. You would have to have decimal-point-zero- 
zero-something out there before you could find the resulting increase 
in price if a higher rate of duty were applied to this. 

It seems to me that as the discussions have gone before this com- 
mittee, this act is designed to encourage additional imports from 
underdeveloped countries. When you do that, there is only 1 of 2 
things that you can expect to get from those countries. One of them 
is agricultural products and the other one is minerals. If you try to 
encourage additional imports of minerals, there is but on thing that 
you can expect, and that is for the minerals industry in this country 
to close down. And that is an important segment of our economy. 

Our own particular fluorspar industry is small. There are not too 
many people employed in it. But the overall value of mineral pro- 
duction in this country last year was $18.3 billion; and that is an 
important thing to consider. Yet the minerals industry is going to 
bear the brunt, I think, of these added imports which you are trying 
to encourage. 

We have hoped that this committee might provide a means in this 
bill or through separate legislation by which our industry and other 
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minerals industries could continue to operate. As I say, there are two 
bills before the committee that might do that. Of course, you have 
ideas of your own as to what might be done. But unless something 
is done, the situation is going to get steadily worse in our own 
industry. 

I have here a clipping from a paper which I got this weekend from 
home. It is from southern Tlinois. In Hardin County, which is 
my county, it says that 671 persons are receiving surplus food. The 
population of the county is about 6,500. In Pope County, where our 
mines are located, the county adjoining Hardin, 527 are receiving sur- 
plus food. The population of Pope County is about 4,600. In the 
county to the north, 1,278 persons are receiving surplus food. That 
is in Gallatin County. I think the population of that county is 
around 8,000. In Saline County, which has a population of roughly 
18,000 to 20,000, there were 4,313 persons receiving surplus food. 

All of those were not unemployed fluorspar miners. I would say 
most of them were unemployed coal miners. But this is a mining 
area, and this is the situation in that part of the country today. 
There is not any other form of employment there. As the mines 
started closing down 3 or 4 years ago, the unemployed miners left 
and went to Detroit and Chicago and Peoria to get work. They 
are all back home now. The ones that have exhausted their unem- 
ployment compensation are on relief. They are drawing surplus 
food. Unless something is done, all of our miners are going to be in 
that shape. 

I think that pretty well summarizes the situation in our indus- 
try, Mr. Chairman. I want to thank you for the time you have 
given me on this, and I certainly hope that for our industry some 
means of relief can be found. 

*The Cuarrman. Mr. Flynn, let me fully understand what the sit- 
uation is. I know you have been rather limited in your remarks, and 
this may be covered in your prepared statement, but I have not had 
a chanee to read all of it yet. 

As I understand it, the duty on what is called metallurgical grade 
of fluorspar is $7.50 per short ton. . 

Mr. Fiynn. That is right. 

The Cuarrman. And that duty has not been affected in any recip- 
rocal trade agreement. 

Mr. Fitynn. No, sir. 

The Cuatrman. The duty on fluorspar, acid grade, however, is 
what? 

Mr. Fiynw. It is $1.87 now. It was reduced by concession at Tor- 
quay from $5.60 per long ton to $1.80. 

The Cuamman. From $5.60 under the Act of 1930, it is down to 
$1.80 now ? 

Mr. Ftywnn. That is right. 

The Cuarrman. I noticed exhibit 3 attached to your paper. 

Mr. Fiynn. That is acid grade fluorspar. 

The Crrarreman. Acid grade. Your estimate for 1957, based on the 
first 9 months of the year of actual figures, I presume—— 

Mr, Fiynn. Yes, sir. 

The Cuatrman. Shows imports of acid grade tw be almost 100,000 
short tons in excess of our domestic consumption. 


24093—58—pt. 1—_—-59 
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Mr. Fiynn. That is true, sir. 

The Cuairman. Then, domestic production is shown to be less than 
half of our domestic consumption. 

Mr. Fiynn. That is right. 

May I point out there, sir, that 75,000 tons of that was produced by 
two captive operations. That would have to come off of consumption 
when you calculate the actual market which is available to importers 
and domestic producers. 

The Cuarrman. What I am trying to get at is this. What hap- 
pened to that rather sizable surplus of production and imports com- 
pared to our domestic consumption? Did all of it go into stockpil- 


ing? 

Mr. Fiynn: On the imported side, I do not know what the tonnage 
is, but it is rather substantial for this year; it went to Commodity 
Credit Corporation under barter contracts. 

The Cuarrman. That would go into stockpiling ? 

Mr. Fiynn. Eventually, it will come into stockpile. 

On the domestic side, | would say about 50,000 to 60,000 tons went 
to stockpile, as provided by Public Law 733, which is over and above 
the defense stockpile. 

The Cuarrman. But that expires, as you point out, in 1959? 

Mr. Fiynn. No. The Commodity Credit Corporation barter pro- 
gram expires in 1959. 

The CHarrman. What is the arrangement under the stockpiling 
program for fluorspar / 

Mr. Fiynn. You mean the domestic ’ 

The Cuarrman. Yes, sir. How long does that program last? 

Mr. Fiynn. The program is set up to operate until the end of this 
year, but we have finds to run to only May the 30th. All of our 
contracts expire on May 30th. ° 

The CuarrMan. Of this year / 

Mr. Fitynn. Yes, sir. 

The Cuatrman. So that if there is not an extension of the stock- 
piling program for fluorspar, you anticipate a rather drastic reduc- 
tion in your domestic production of fluorspar. 

Mr. Ftynn. Oh, there is no question about it. 

The Cuarrman. Apparently, you do not feel, or this industry does 
not feel that you could get relief through section 336 of the Tariff 
Act. 

Mr. Fiynn. I do not think so. 

The CuarrMan. Because you have not pursued that avenue yet. 

Mr, Fiynn. No. We have had a section 322 investigation and a sec- 
tion 7 investigation. 

The Caamman. But not a section 336. 

Mr. Fiynn. No, sir. We were told we could not expect relief 
under that. 

The CuatrMan. Section 336, as I understand, would apply only 
to your metallurgical grade, anyway. 

Mr. Fiynn. I think so. 

The Cuarrman. You would have to go through the escape clause 
or some other mechanism to get relief on your acid grade, under the 
existing law. 

Mr. Frynn. Yes. 
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The Cuarrman. Or section 7 of the act of 1955. 
Mr. Finn. As I point out, we do not have much hope of any re- 
lief under that. I do not want to take too much of the committee’s 


time, but I can explain to you why we do not feel we have any chance 
for relief under that section. 


The Cuarrman. I would like to know. 

Mr. Fiynn. We filed an application with ODM, as I stated, 15 
minutes after the President signed the bill. 

The Cuarrman. Was that with respect to metallurgical or acid? 

Mr. Fiynn. That was with respect to the whole industry. 

Then, we had an appointment for that same day with the Director 
of ODM. It turned out we could not meet with him until the next 
day. He said then he thought that within 60 days we could have a 
hearing; then, within an additional 30 days, he would make his report 
to the President. 

It was a year later before they got around to setting a hearing for 
us. Asa matter of fact, I was back testifying before your committee 
just about a year to the day after the bill had been signed, and yet 
no date had been set for a hearing on our petition. 

Our industry was just about on the ropes then, and we came back 
to Congress to ask for additional stockpiling. 

Keep in mind that at the same time, the President had turned down 
the recommendation of the Tariff Commission for relief. The Com- 
mission divided. Three of them found a threat of serious injury, and 
suggested relief. Three found no present threat of injury, although 
they knew it was coming a little later. 

The President turned that down, and then 30 days later, the De- 
partment of Interior and ODM presented recommendations for addi- 
tional stockpiling of this material over and above defense require- 
ments, in order to protect the domestic industry. We could not meet 
the competition of imports. 

Just about the time that the bill which became Public Law 733 was 
up for hearing before the Interior Committee, ODM set our hearing. 
I tried to find out what kind of a procedure we were to follow before 
ODM. There is no procedure to follow. We did not know whether 
we could examine witnesses, which we found out we could not, as you 
can before the Tariff Commission. Then, the Director of ODM, in 
testifying before the Interior Committee, advised the committee that 
there was no defense necessity for this legislation. 

The only conclusion that we could reach was, if there was no defense 
necessity for continued operation of our industry, certainly the national 
security could not be threatened if we ceased to operate, because the 
purpose of the bill that he was testifying on was to keep this industry 
going. If it was not necessary from a defense standpoint to have us 
operating, then you could hardly see where we could get relief under 
section 7 of the last extension. 

The Cuamman. What is this acid grade fluorspar used for? Did 
you tell us that ? 

Mr. Fiynn. It is used to produce aluminum—you cannot produce 
aluminum without it—hydrofluoric acid, freon gas, aviation gasoline; 
and it is just as essential to the production of atomic energy as uranium. 
This was in Dr. Smythe’s report to Congress. The fluorine which 
is derived from acid grade fluorspar is being tested today as a pro- 
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pellent in the missile and rocket field. The reports are in agreement 
on one thing, that it is the most promising oxidizing agent that we 
have today. The only difficulty they have right now is in learning 
how to handle it. 

The Cuarrman, That is, acid fluorspar? 

Mr. Fiynn. Yes, those are the principal users. 

The Cuamman. The metallurgical, you say, is used in the produc- 
tion of steel ? 

Mr. Fuynn. Yes, sir. 

The Cuarmman. Does it have any other uses ? 

Mr. Fiynn. There is a little metallurgical grade used in the glass 
and ceramics industry, about 70,000 tons a year. 

The Cuarrman. Is the stockpile largely of metallurgical grade? 

Mr. Fiynn. I do not know that. That is classified. I could not 
say, Mr. Chairman. 

The Cuarrman. What I am getting at is this: Apparently minimum 
requirements of metallurgical grade are in stockpile because, as I 
recall, the Department of the Interior did not include any treatment 
for fluorspar in its long-range metals program. 

Mr. Fiynn. They did not include anything for metallurgical grade. 
They did -include recommendations for acid grade. They recom- 
mended a continuation of Public Law 733. They requested that Con- 
gress appropriate additional funds for it. The law itself expires this 
year. 

The Cyaan. So far, there has been no appropriation of funds 
for that ? 

Mr. Fixnn. No, sir. But as I say, the termination date of the act 
itself is December 31, 1958. 

The Cuarmman. You mentioned two bills under which you might 
get some relief. What are you recommending to the Congress that 
we do for this particular industry in this legislation ? 

Mr. Fiynn. I am recommending that you either adopt the provi- 
sions of H. R. 10628 or 10726 as an amendment to this act, or report 
one of them separately. 

The Cuairman. What do those bills propose to do for you? 

Mr. Fiynn. They propose this: That a certain tonnage of each 
one of these grades come in at the regular rate of duty. Then, when 
imports exceed that stated tonnage, an additional or a higher duty 
go on. 

These bills also provide this: That as consumption increases over 
the average consumption for the years 1955, 1956, and 1957, half of 
that be allowed to come in at the old rate and half of it, of course, at 
the higher rate. 

The effect of those bills would be to give the domestic industry a 
chance at half of the market. And it has only been a very short time 
ago that we were furnishing more than 90 percent of the market. 

I am not certain that these bills would achieve that result. I do 
not know how much more the foreigners can cut their prices, That 
is something we just have to find out. 

The Cuarrman. It would not accomplish as much good for the 
domestic industry, as I understand from what you say, as would be 
accomplished if the stockpiling program for the benefit of domestic 
industry is continued. 
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Mr. Fiynn. We are getting a higher price from the stockpile pro- 
gram than the price is in industry. 

The Cuarrman. That isright. So if the stockpiling program itself 
were to be continued, you probably would get more benefit, would you 
not, than you would through the enactment of these two bills to which 
you refer ? 

Mr. Fiynn. More direct benefit, but that would not get us into the 
market, where we would like to be. 

The CHamman. However, it would still afford you a market. for 
your product. 

Mr. Fuynn. Yes,sir. It would do that. 

The Cuairman. Are there any questions of Mr. Flynn? 

Mr. Mason. 

Mr. Mason. Mr. Flynn, you have answered the first question that 
came to my mind, concerning the great difference in the cost of pro- 
duction as between Mexico and the United States. You have not 
answered to my full satisfaction the best method of curing the situa- 
tion that is in front of the fluorspar industry. Would you say dou- 
bling or tripling the tariff rates would be the best way, or establishing 
a definite quota? Your proposal was rather a combination of those 
two. 

Mr. Fiynn. I think the proposal is in the nature of a tariff quota. 
In other words, the tariff theoretically would go high enough that 
they could not import. But, Congressman, I am not sure but that 
they could not cut prices another $6, $8, or $10, and completely nullify 
the intended effect of this bill. 

Mr. Mason. That is, on increasing the tariff rates. 

Mr. Fiynn. That is right. 

Mr. Mason. If we established a definite, fixed quota, so that they 
could not exceed it, that would protect the American market for 
fluorspar products, would it not ? 

Mr. Fiynn. Yes, sir. I think that is the only answer to this par- 
ticular minerals problem, a quota. 

Mr. Mason. You testified that increased tariff rates, even if we 
doubled them or tripled them, would cause only an infinitesimal in- 
crease in the cost of the products that use fluorspar, the end products. 

Mr. Fiynn. That is true. 

Mr. Mason. When I say infinitesimal, I mean infinitesimal, just a 
few cents a ton or something like that. 

Mr, Fiynn. It would be 1.8 cents per ton of steel, which you could 
hardly find. 

Mr. Mason. That is a very important point, it seems to me. 

The next thing is this: If we continue the stockpiling—and of 
course, that is only a temporary thing; that cannot go on forever— 
and pay you a bonus on the amount you sell for this stockpile pur- 
pose, which we are doing over the market, that is no permanent an- 
swer to your problem at all, it is ? 

Mr. Fiynn. No, sir. 

Mr. Mason. The permanent answer is to see that you get your share 
om the American market at whatever price the American market 

rings. 

Mr. Fiynn. That istrue. 

Mr. Mason. That is all, Mr. Chairman. 
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The Cuarrman.. Mr. Eberharter will inquire, Mr. Flynn. 

Mr. Exernarter. Mr. Flynn, I just want to make an observation. 
Perhaps you will agree with me. 

I rather believe that this is a subject that requires special legis- 
lation, separate legislation, aside from the trade agreements pro- 
gram. I think you would get much more adequate relief without 
putting an amendment to the reciprocal trade agreements program. 

Can you think of a solution that might perhaps benefit the indus- 
try, by ool a separate act with relation to fluorspar? If necessary, 
it would put a quota on it, or if necessary, fix a proper rate of tariff. 

It seems to me that would be a better solution than to try to make 
an amendment to the general program on the trade agreements. 

Mr. Fiynn. Congressman, when H. R. 1 was before the Senate 
Finance Committee 3 years ago, the subject of a commodity amend- 
ment for fluorspar was discussed before that committee.. They did 
seriously consider the adoption of a commodity amendment specifi- 
cally for fluorspar, as an amendment to H. R. 1. Then, in leu of 
that—and I believe three other commodity amendments—they adopted 
the national security amendment. So it was our feeling that since 
this matter did receive that consideration 3 years ago as an amend- 
ment to the act itself, it could properly be considered by this com- 
mittee as an amendment to the proposed act you have under con- 
sideration. 

Mr. Esernarrer. There is no question but that we will consider 
it. But I am just throwing out the suggestion that there ought to be 
separate legislation if necessary; it should be construed separately 
from the general proposition of reciprocal trade. 

Mr. Frynn. Congressman Eberharter, we certainly would have no 
objection to that. 

Mr. Epsernarter. You would accept either solution, I assume. 

Mr. Friynn. Yes, sir. 

I would like to point out to the committee one further thing. I 
mentioned wage rates and the low cost of production abroad. There 
is another factor, and that is the fact that practically every flotation 
mill abroad that is producing acid-grade fluorspar today was financed 
either directly or indirectly by the United States Government. I know 
of only one mill that was built by private funds. 

Some of those were just outright gifts. Then, we turned around 
and gave them a stockpiling contract to get them really rolling. 

The CHarrman. Under what program have we financed these flota- 
tion mills? 

Mr. Fiywn. I believe it was point 4. Iam not sure. 

The Cuarrman. Mr. Simpson will inquire, Mr. Flynn. 

Mr. Stmpson. Mr. Flynn, I am very much intrigued by Mr. Eber- 
harter’s suggestion that we have some commodity amendments or 
commodity item treatment on this matter of items which are being 
injured under the reciprocal trade program, where the national se- 
curity amendment will not take care of it. 

That was my understanding of the suggestion that perhaps with 
respect to your interest, fluorspar, we should consider special legisla- 
tion. 

Mr. Fiynn. Congressman, if legislation is not adopted we are out 
of business. 
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I would like to point out that I have heard a great deal of testi- 
mony before your committee about the necessity for imports in order 
that the foreign workers have jobs and buy more from us. It is just 
as essential for our miners to have jobs. 

Mr. Srurson. What we would be doing by special commodity leg- 
islation, if we were to adopt that policy—and I am very much in 
favor of it unless we get adequate actual production for industry 
in this bill we are now considering—is passing the obligation of cor- 
rective legislation directly to this committee to put before the House 
and Senate. If we take your bill and make it in order and recom- 
mend it for enactment, we are inviting every commodity in the coun- 
try which is dissatisfied with the reciprocal-trade program to adopt 
that policy, and we would get right back to the oldtime method of 
writing tariffs here in the committee and in the Congress itself, which 
I point out was intended, as we interpret the constitutional provisions. 

Mr. Fiynn. Congressman, I certainly could not disagree with you. 
I think Congress should exercise more control over this problem, and 
particularly attempt to take care of these individual industries that 
are suffering injury or, as in our case, are going to be destroyed if 
something is not done. 

Mr. Srapson. I was intrigued with your statement that the na- 
tional-security amendment, in your judgment, does not provide for 
the Nation’s security the adequacy of protection. 

Mr. Frynn. No, I do not think it does. 

Mr. Srareson. But it was put into the present law as one means 
by which the special commodity treatment idea was defeated at that 
time. 

Mr. Fiynn. Congressman, in the debate on the floor of the Senate, 
these particular commodities were discussed in relation to the national- 
security amendment. 

Mr. Srupson. And to the extent that that reasoning is true, we are 
now confronted—because I know everyone wants the national defense 
item absolutely secure—with the fact, with respect to this new legis- 
lation, that we should either provide the national defense amendment 
in such a way that there will be absolute protection, or go back to the 
idea of the commodity item protection. 

Mr. Fiynn. You see, Congressman, there has been one thing hap- 
pen since the national security amendment was adopted. About the 
28th of January of this year, I think it was, a special report was 
made to Director Gray of ODM, referred to as the Pettibone report, 
I believe. It presents an entirely new concept of stockpiling and 
national security, insofar as the availability of those minerals is con- 
cerned. It points out that you should consider the greater North 
American area as a part of our available supplies in time of emer- 
gency. 

If you follow that reasoning, the national security amendment. cer- 
tainly could not be used in our case, and I am certain there are other 
minerals that would find it inapplicable. 

Mr. Smrpson. That is right. That is an argument for using the 
commodity approach. I just observe that that can be done in com- 
mittee or it can be done on the floor if we get an open rule that would 
permit the Members of the House to express their will with respect 
to this type of approach. I am sure that if we go on the floor and 
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permit the Members of Congress to amend the bill as they see fit, 
there will be many different items protected, particularly items pro- 
duced in these areas where there is unemployment resulting from un- 
reasonable cuts in the duties under the reciprocal trade program. 

With respect to agricultural products, where the Government has 
protected agriculture by providing price supports, we have a provi- 
sion of law in which, if the Secretary of Agriculture states as a fact 
that rates which have been reduced by the reciprocal trade program 
are resulting in interference with the operation of a price-support 
program, in those instances, the President need not find injury. 
What he does in fact is declare the interference, and the rate objected 
to is corrected. 

I might. point out that everywhere we do that, we have to pay for 
the correction of the error which was made by granting a concession 
somewhere else. 

Mr. Fiywn. That is what I understood. 

Mr. Stmprson. But no industry whatever knows but that it may be 
the one that has to pay for the mistake that was made in the agree- 
ment with respect to a too low rate for agricultural products. But 
the effect of it is that we do protect the price-support plan for agri- 
culture. 

We have built up a vast stockpile at a cost of millions of dollars to 
the United States Government. That stockpile does hang a threat 
over the domestic market all the while. 

Mr. Fiynn. Congressman, on this point, this Pettibone report rec- 
ommends that some of that stockpile be sold to the consuming in- 
dustry today. 

Mr. Smrrpson. Some can be sold all the time, but the rest of it is 
all a threat to the market. 

We built up a stockpile for two purposes, one of which was to have 
an ever-ready amount on hand, and the other of which was, as I 
understand it, to make sure that our domestic mines with respect to 
fluorspar continued to operate. 

Mr. Fiynn. That was our understanding, too, sir. 

Mr. Simpson. One possible approach, I would think, would be to 
give some protection similar to that provided agriculture for domestic 
mines which provide material wherein we have found it necessary 
to stockpile by imports. 

Mr. Frynn. I had thought of that, myself. I did not know just 
how it could be done. 

Mr. Stupson. That is to say, we would give absolute protection to 
these mines, in your instance, which are engaged in providing ma- 
terial wherein, for national defense purposes, we have found it. nec- 
essary to stockpile, just as we give absolute protection to agriculture— 
and properly so—where the Government from the Public Treasury is 
supporting the price of the product. 

Mr. Frynn. Congressman, there is one other thing on this, along 
that same line. As I said, previously we did furnish over 90 percent 
of the market. We do not furnish half of it. We would like to fur- 
nish half of it. If you restricted imports to half of the market 
through an absolute quota, I de not think you necessarily would find 
injury to the foreign industry, for this reason: There are going to 
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be barter programs going on. They can continue to barter for that 
surplus foreign production, and it will be but 3, 4, or 5 years until 
there will be sufficient consumption in this country to absorb all for- 
eign and domestic production. 

Mr. Srapson. It seems to be the most shortsighted thing in the 
world to force any industry which is vital to our national defense to 
prove injury or serious injury before it can be given relief. It should 
be kept open as a No. 1 consideration. If it takes half the business 
or all the business, it should be kept in operation, and its supply 
supplemented from abroad, of course, but the industry should be ont 
sound at all times. 

Where are your mines located ? 

Mr. Fuynn. Right in the southern part, the extreme southern part 
of the State of Illinois, sir, and in western Kentucky. That is called 
the Lilinois-Kentucky field. There are other mines in operation today 
in Colorado, Utah, and Montana. 

Mr. Simpson. Have these mines been in operation for many years? 

Mr. Fiynn. Some of them nearly a hundred years, 

Mr. Simpson. And the people that work in the mines have grown 
up with the company? ‘They have their homes, their schools, their 
churches ¢ 

Mr. Fiynn. They all do, yes. 

Mr. Srareson. That is their home? That is the only work they have 
had for generations? 

Mr. Fiynn. That is the only thing they know. There is no agri- 
culture there. It is just goat hills. You could not raise anything 
on it. There are a few cattle. 

Mr. Stwpson. As the demand for the local product has been de- 
creasing, these people, then, have found themselves out of employ- 
ment locally. 

Mr. Fiynn. Yes, sir. 

Mr. Simpson. And I understood you to say they had shifted over 
to industrial centers such as Detroit. 

Mr. Fiynn. They did, but they are all back home. 

Mr. Srupson. Some of them secured work there ? 

Mr. Fiynn. They did secure work there, but they were the last 
ones hired, so they were the first ones to be fired. They are back 
home now. 

Mr. Stmpson. We have had it suggested here that the thing to do is 
to have people leave their homes and go to industrial centers and 
undertake to get work there. That is just what your people did. 

Mr. Fiynn. They tried, to, yes, sir. 

Mr. Simpson. But they did not get permanent jobs. They had to 
take what was left, when the unions permitted them to have a job 
there; is that right ? 

Mr. Fiynn. Yes, sir. 

There is another factor, too, Congressman. The instability of the 
mining industry in general in this country has made it almost im- 
possible, or certainly it is not advisable, for young fellows to go into 
the mining industry. And no one can blame them, The mines are 
up and down, depending on the fluctuation of imports; work is un- 
certain. 
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Mr. Simpson. The point I am trying to make right now is that hay- 
ing gotten these jobs in Detroit, wherever it may have been, as soon 
as they lost their lobs, they came back home. 

Mr. Fiynn. Yes, sir. 

Mr. Srareson. And home to them will always be southern Illinois. 

Mr. Fiynn. Most of our miners in southern Illinois own 20-, 30- 
acre farms. They have a cow and a few pigs on it. ‘They do not sell 
anything on the market, but it has been their home. My grandfather 
was a miner down there. My father was a miner. I have been in 
the active mining business now for over 13 years. And you will find 
that situation, I think, in almost any mining industry. 

Mr. Simpson. It is no answer, in my judgment—and I think you 
will agree with me—to tell people who are forced out of employment 
by unfair competition from abroad that the Government will help 
them to move to Detroit or some other center of population and settle 
there. They do not change the American people by edict, by gov- 
ernmental order. Their home will always be, in this instance, south- 
ern Illinois. 

Mr. Fiynn. That is true. 

Mr. Srumpson. I think you have made an exceedingly good presenta- 
tion. Thank you very much. 

The Cuamman. Mr. Eberharter. 

Mr. Esernarrer. Mr. Chairman, for clarification of the record, 
since perhaps my remarks were misunderstood, I merely want to throw 
out the suggestion that it is something for the committee to consider, 
whether it would be wise to encumber this general reciprocal-trade 
program legislation with special consideration of problems of the 
various commodities. Perhaps there are many commodities which 
cannot be taken care of, and perhaps are not being taken care of, in 
the matter of relief, because there were no concessions granted under 
the program. 

My thought was that the committee should consider whether or not 
these various commodities’ problems should be considered by separate 
legislation which would, in the final analysis, perhaps satisfy the 
industries which felt that it could not be taken care of by the reciprocal 
trade agreements program. 

Certainly industry, as you indicated, would be satisfied if separate 
legislation were passed so as to bring relief to your industry. 

Mr. Fiynn. Congressman, we would have no objection as to how 
you did it. 

Mr. Expernarter. I did not want the record to indicate that I sug- 
gested that isthe only solution. I think it is a matter for consideration 
by the committee as to whether or not we should take up the problems 
of the various commodities and encumber this general legislation with 
that approach. 

Thank you very much, Mr. Flynn. 

The Cuarmman. Thank you, sir, for coming to the committee and 
giving us the benefit of the views of your organization. We appre- 
ciate your coming. 

Mr. Fiynn. Thank you. 

The Cuamman. Our next witness, Mr. Clarence E. Mever, the chair 
understands, is ill, and Mr. Nelson A. Stitt is here to substitute for him. 








RENEWAL OF TRADE AGREEMENTS ACT 927 


Mr. Stitt, will you please come forward, sir. I believe you are 
accompanied by Mr. Noel Hemmendinger. Is that right? 

Mr. Strrr. That is right. 

The Cuamman. Will you identify yourself for the record by giving 
your names, addresses, and the capacities in which you appear. 


STATEMENT OF NELSON A. STITT, DIRECTOR, UNITED STATES- 
JAPAN TRADE COUNCIL, WASHINGTON, D. C., ACCOMPANIED BY 
NOEL HEMMENDINGER, COUNSEL FOR THE UNITED STATES- 
JAPAN TRADE COUNCIL 


Mr. Srirr. My name is Nelson A. Stitt. I am Director of the 
United States-Japan Trade Council, with offices at 1000 Connecticut 
Avenue. I am speaking this morning as a substitute for Mr, Clarence 
E. Meyer, who was scheduled to appear on behalf of our council, but 
who had a bout with the flu over the weekend, and is physically unable 
to attend. 

Mr. Meyer has long experience in the Far East, both as a private 
businessman and as a governmental official, and we very much regret 
his inability to be here and give us the benefit of his thinking upon 
these difficult subjects. 

At my left is Mr. Noel Hemmendinger, counsel for our council, who 
will assist me in answering any questions which you gentlemen may 
have. 

The Cuarman. Is it going to be possible for you, Mr. Stitt, to com- 
plete your statement in the 20 minutes we have allotted to you? 

Mr. Srirr. I hope so, sir. 

The CuarrMaAn. You are recognized, sir. 

Mr. Stirr. We appear generally in support of H. R. 10368. 

As the members of this committee know, almost every witness who 
has appeared here for or against extension of the Trade Agreements 
Act has had occasion to refer to the trade of Japan. 

The United States-Japan Trade Council includes among its 160 
members American and Japanese firms, all located in the United 
States, that conduct a very considerable portion of trade in all com- 
modities between the 2 countries. I shall try in my statement on 
behalf of the Council to shed some light on this very important as 
of American trade policy. We have come hereto speak for the Coun- 
cil because we are convinced that healthy trade between the United 
States and Japan is vital to the interests of both countries, and be- 
cause the action by the Congress on this bill will have far-reaching 
consequences for that trade. 

Before making specific comments upon the legislation before you, 
I would like to cover some of the recent facts about our trade with 
Japan. We have here five charts that tell the story more clearly 
than I can. There are copies for members of the committee attached 
to the statements which you have before you. The data and sources 
are set out at the end of the statement. 

To avoid confusion, I shall refer to the charts by the numbers which 
appear on them, although I do not take them up in that precise order. 

ou will note from chart 2, which shows the United States imports 
from Japan and exports to Japan, from 1950 to date, that the im- 
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balance in commodity trade between the United States and Japan 
leaped in 1957 to a record figure of almost $600 million, and that 
Japan’s purchases from the United States were almost exactly twice 
Japan’s sales to the United States. These are United States Census 
Bureau figures and represent the actual movement of commodities in 
and out of the United States. 

Chart.1 shows what has happened over recent years in Japan’s trade 
with all countries. You will notice again a tremendous gap in com- 
modity trade in 1957, much greater than in any previous year. In- 
ports exceeded exports by almost $114 billion, a tremendous deficit 
when it is considered that total imports were a little over $4 billion. 
These are Japanese customs figures, which state imports on a CIF 
basis—that is, including transportation and insurance costs. 

On a foreign exchange basis, which is what counts most, Japan lost 
$533 million of foreign exchange in 1957, according to the Bank of 
Japan, and when increased governmental borrowings to finance trade 
are taken into account, the total deficit for the calendar year 1957 is 
about $800 million. This estimate takes full account of invisible 
earnings, including the special earnings from the maintenance of the 
United States forces in Japan, which are declining, and from ICA 
offshore expenditures. These special earnings were nowhere sufficient 
in 1957 to meet the deficit in Japan’s payments. 

Chart 3 relates to deficit in Japan’s trade with the United States to 
the deficit in Japan’s trade for each year since 1950, using Japanese 
figures in both cases for comparability. It shows clearly that the 
gap between exports to and imports from the United States accounts 
for a very considerable portion of Japan’s unfavorable trade balance. 
The proportion of the gap with the United States to the total gap 
is much greater than the proportion of Japan’s trade with the United 
States to its total trade. In other words, Japan’s trade with other 
areas is much more nearly in balance, and the bulk of Japan’s trade 
deficit comes from trade with the United States. 

This disproportion is again shown by chart 4, in which exports 
to and imports from the United States are pictured as percentages 
of Japan’s total exports and imports. You will notice that im- 
ports from the United States represent 38 percent of a large pie 
and that exports to the United States represent 21 percent of a much 
smaller pie. 

Finally, chart 5 gives a picture of the commodities which made up 
our exports to Japan in 1957. The first group illustrates Mr. Ben- 
son’s and Mr. Dulles’ comments to you that Japan has become Amer- 
ica’s first customer for agricultural commodities. In that connec- 
tion, while final figures are not available, it is fairly certain that 
Japan has edged out the United Kingdom for second place after 
Canada as purchaser of all exports from the United States. As is 
to be expected, the bulk of Japan’s imports from the United States 
consist of food and raw materials—basically, that is, the first three 
groups of chart 5. Machinery, vehicles, chemicals, and other mann- 
factures, however, are very substantial items. 

This chart also demonstrates the great growth potential in the 
United States export trade with Japan by comparing the two bars, 
the lighter bar being the trade in 1955, and the heavier bar the trade 
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in 1957. In all commodity groups, exports to Japan have increased 
considerably. 

Many of our manufacturers, including some who are generally 
counted in the protectionist column, have found that sales of equip- 
ment to Japan have a substantial effect on their profit margins. 

The significance of this data to the interests of the United States 
is fourfold. First there is the American consumer. The import 
of Japanese goods has made available to the American buying pub- 
lic fme woolens for men’s suitings, cameras, binoculars, chinaware, 
toys, and a myriad of other items at qualities and prices which could 
not otherwise be obtained. To a large extent these goods have not 
displaced American production. They have made their own market. 

Second are the processors and distributors of imported goods. 
When we think of Japanese goods we generally think of the things 
that the ultimate consumer buys. The Council estimates, however, 
that between 40 percent and 60 percent of American imports from 
Japan enter into further processing and thus give employment to 
other Americans. This is true, for instance, of frozen tuna and hard- 
wood plywood, which make possible a production on the part of 
the tuna canners and the makers of flush doors which would other- 
wise be impossible. It is frequently forgotten, too, that the costs 
of distribution account for 50 to 75 percent of the cost of goods on 
the retail shelf. So even the finished imports give more employ- 
ment to Americans in their distribution than to Japanese in their 
production. 

Third is the stake of American export industries in trade with 
Japan. It is clear from the mathematics of 1957 trade and foreign 
exchange figures that Japan’s exports to the United States will have 
to increase to prevent a decline in American exports. A decline in 
‘those exports pictured in chart 5 would represent a blow to the 
pocketbook of the American producers. This interest is frequently 
given less weight than the interest of industries that are adversely 
affected by imports, although the casual relation on the export side 
is direct and manifest and the casual relation on the import competi- 
tive side is frequently obscure. As a matter of policy, it is sub- 
mitted that the export interest has a higher value because it is in 
accord with and not opposed to natural economic forces. 

The theory of international trade which everyone accepts in princi- 
ple as correct, means that both countries are better off by exchanging 
their products in accordance with the principle of comparative ad- 
vantage than they are if trade is barred by artificial restrictions. 
This means that if the United States has to choose between its export 
industries and its industries which are affected by import competition, 
it must in good sense permit its export industries to attain their nat- 
ural growth and not give artificial support to industries that may be 
affected by imports. 

I know that the effect of imports on particular domestic industries 
presents difficult issues for Members of the Congress, especially now 
that there is a business recession. Competition from abroad that may 
have been unimportant when times were good now looms much larger 
in the eyes of many producers. There must be very few, if any con- 
gressional districts, however, in which a sober comparison of import 
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competitive interests with export interests and consumer interests 
would come out on the protectionist side. 

Incidentally, our Council is now preparing a study which will 
indicate exports to Japan in 1957 by state of origin, which I hope will 
throw considerable light on this subject. This will be available in 
about a month. 

For the national economy as a whole, it is submitted, a tightening 
of tariff barriers as a reaction to the business recession would be dis- 
astrous rather than helpful. This is one of those situations in which 
instinct may demand that we put on the brakes and reason requires 
that we step on the accelerator. 

For these reasons, a higher rather than a lower volume of trade be- 
tween the United States and Japan is in the interests of American 
consumers and American exporting industries. It is so clear that 
this trade serves the total economic interest of the American people 
that I hesitate to mention other reasons for it. Yet there is another 
which may, when all the evidence is in, outweigh even the first 
two. That is our political stake in the health of Japan’s economy. 

Japan is the workshop of Asia. It is also the major American 
naval and air base in the Far East. Since the war, and in particular 
since the peace treaty, the Japanese people have consistently elected 
governments that regard close relations with the United States as the 
cornerstone of Japan’s foreign and, indeed, its national policy. Indus- 
trious, highly educated, technologically and culturally advanced, the 
Japanese have every possibility of continuing betterment in their scale 
of living if they have markets for their exports. 

As you know, Japan itself is virtually devoid of the basic resources 
of industry and has to import 20 percent of its foodstuffs, a ratio 
which is constantly increasing. It is almost impossible for an Ameri- 
can to conceive how export markets enter into the daily thinking of 
every Japanese. When it comes to foreign trade, what to us is an in- 
side item on the financial page is a banner headline in the popular 
dailies of Japan. You have heard such statements so often that they 
may seem trite, and yet it is the literal truth that to deprive Japan of 
export markets is to drive Japan into the arms of the Communists, 
whether they be inside or outside Japan, or, indeed, both. 

So manifest is this that particlar American producers who fear 
Japanese competition are accustomed to say, “Certainly, Japan must 
trade, but why us? Why should they seek to sell in our field?” Most 
recently you have heard this question from Prof. Seymour Harris in 
Friday’s session. One answer is, of course, that Japan cannot compete 
with the most efficient industries of the United States, and so to the 
extent that Japan’s goods compete with existing American producers, 
they compete with the less efficient producers. 

It cannot be said too emphatically that Japan cannot successfully 
compete with the bulk of American industrial production. The rea- 
son the United States is the wealthiest country in the world is its 
unparalleled productivity. This is reflected, of course, in our high 
wages. The low wages of Japan are simply the reflection of a lower 
productivity. So it is unanswerably true in logic that most of Japan’s 
commodities cannot be marketin seichaemat in the United States, 
even if there were no tariffs. This has been demonstrated statisticaily 
as well, notably by the able papers submitted by Professor Kravis of 
the University of Pennsylvania and printed in the compendium and 
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1956 hearings of your Subcommittee on Foreign Trade Policy. | Pro- 
fessor Kravis has shown that the same industries tend to be high- or 
low-wage industries from country to country, that relative wages are 
no guide to relative labor costs, and that relative wages are no guide 
tothe ability of an industry to perform advantageously in international 
competition. He has shown this specifically with reference to wage 
comparisons of the Uinted States and Japan. Even in cotton tex- 
tiles, of which you have heard so much, it has been demonstrated again 
and again that Japan cannot compete with the major constructions 
produced in volume by the American mills. Mike Masaoka testified 
most eloquently to this fact in your last session. 

There are those who freely acknowledge that the ability of Japan to 
survive is important to the national interests of the United States, 
and that we do not want to drive Japan into the arms of the Com- 
munists, but who say that Japan should sell to other markets, particu- 
larly to the underdeveloped countries of free Asia, rather than to the 
United States. The trouble is that sales to this area encounter an in- 
surmountable obstacle: the lack of means of payment. The United 
States-Japan Trade Council has developed some figures which shed 
considerable light upon this situation. 

National income is probably the best index to purchasing power 
which is available. In 1956 the United States had a national income 
of $343 billion. In the same year all of free Asia, including South 
Korea, Taiwan, and Hong Kong, but excluding the countries of the 
Middle East, had combined national incomes of about $45 billion. 
There is some guesswork involved in these Asian estimates, but if the 
figure is $50 billion or $60 billion, the contrast is nonetheless dramatic. 
Six countries of south and southeast Asia, India, Pakistan, Indonesia, 
Thailand, Burma, and the Philippines had combined national incomes 
for the latest available years of $39 billion. These same countries 
bought from Japan seven times more imports in relation to national 
income than did the United States. Burma absorbed 25 times and 
Thailand 27 times as many imports in relation to national income as 
did the United States. 

In terms of distribution of Japan’s exports, the United States ab- 
sorbed 21.7 percent of Japan’s exports in 1956, compared with 15.7 
percent in the prewar period of 1934-36. That is an increase of 38 
percent. The share of Japan’s trade with south and southeast Asia 
increased 49 percent in the same period, from 21.8 to 32.5 percent. 
These figures indicate that Japan’s exports to south and southeast 
Asia have grown more in comparison to prewar than Japan’s exports 
to the United States. The reason, of course, that Japan’s trade with 
all the free world has had to increase percentagewise is that Korea, 
Taiwan, and Manchuria are no longer favored markets and sources of 
supply. For instance, Japan’s exports to mainland China in 1956 
were only one-seventh, on a percentage basis, of prewar. The figures 
just mentioned with respect to national incomes and distribution of 
Japan’s export markets are drawn from tables attached to the pre- 
pared statement. 

The simple truth is that if Japan is to offer a decent living to its 
growing population and to show some increase in living standards, no 
export market, large or small, can safely be ignored. Japan has been 
and is developing with vigor markets in south and southeast Asia, 
in South America, in Europe, and in Africa. In the last analysis, 
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however, it is the American market, the largest aggregate of pur- 
chasing power in the world, which offers the greatest opportunity. 
In 1956 United States imports from Japan represented 0.0016 percent 
of the United States national income. A doubling of this minute per- 
centage would represent an almost. imperceptible variation in the pur- 
chasing habits of the American people. 

With res pect to the bill which is before you, the United States- 
Japan Trade Council has three comments of a more specific character. 

‘irst, it is only since the Japanese Peace Treaty that the United 
States has negotiated with Japan under the Trade Agreements Act. 
Before the war there were no negotiations with Japan, and any bene- 
fits that Japan received from trade agreement negotiations prior to 
1955 were accidental. I will not say that the benefits were of no value, 
because some of them in fact were helpful, but no effort was made to 
promote trade between the United States and Japan by virtue of such 
negotiations. The first negotiations with Japan were concluded in 
June 1955 under the authority of the 1-year extension of the Trade 
Agreements Act enacted in 1954. That act extended the President's 
authority to reduce rates in effect on January 1, 1945, by 50 percent. 
When the 1955 act was before the Congress it was deliberately pro- 
vided, contrary to the recommendation of the administration, that the 
base date for the new reductions authorized in the 1955 act should be 
the rates in effect on January 1, 1955. This meant that when the multi- 
lateral negotiations were undertaken in Geneva in 1956, the range of 
items on which negotiations could be conducted with Japan was 
severely limited because reductions had already just taken place under 
the 1954 act and there was very little room left under the authority 
of the 1955 act. 

This may have seemed equitable since duty rates of many commodi- 
ties of interest to Japan had just been reduced, but it was not equitable 
if these reductions are viewed against the background of reductions 
made over a period of many years in duty rates on commodities of par- 
ticular interest to other countries. This limitation on negotiations with 
Japan, which was little noticed here, caused much distress in Japanese 
circles. The bill before you, of course, would provide the possibility of 
a 25-percent reduction over 5 years from the base of January 1, 1958, 
and thus could be of considerable importance in relation to Japan’s 
trade. 

The possible reductions in tariffs that could be made, and the conse- 
quences for actual trade are, of course, highly speculative. Therefore, 
our second specific observation relates not to the reduction of existing 
barriers but to the possibility of erecting new ones. It is ironic that the 
escape clause has come to be important or more important. in public 
and legislative consideration than the authority to enter into trade 
agreements. 

The attention of the members of the United States-Japan Trade 
Council is inevitably focused much more on the escape clause than on 
any possibility of further reduction of tariffs. It is difficult to exag- 
gerate the concern generated by this sword of Damocles in international 
trading circles. In the opinion of the United States-Japan Trade 
Council, it is unfortunate that the administration has seen fit to recom- 
mend measures tending to tighten the escape clause. We would hope 
that it would be changed rather to make it less severe. In particular, 
the council submits that the segmentation of industry provision has 
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no justification in reason or policy. The escape clause as it now reads 
defines industries in a completely theoretical way that has nothing to 
do with real workers or real plants and equipment. If a particular 
commodity meets serious import competition, relief can be granted 
under the escape clause, even though every ay making it had 
done well in its total production and no workers have suffered loss of 
yay. The Tariff Commission can inquire only whether the total num- 
bes of workers engaged in making widgets has diminished, not 
whether Joe Smith is out of a job. 

Indeed, the escape clause itself is hardly reconcilable with the theory 
and purposes of the reciprocal-trade program, or of our free competi- 
tive system. We want our industries to meet the challenge of competi- 
tion by greater efficiency or by diversifying to lines of production where 
they enjoy greater comparative advantage. Hence, the emphasis on 
adjustment found in the Eberharter and Kennedy bills, with which 
we are insympathy. If help to industries affected by foreign competi- 
tion is needed, assistance to adjust seems clearly the best method. The 
escape clause, on the other hand, tends to protect the unprogressive 
and unimaginative industries which do not move with the times. 

We are not urging repeal of the escape clause, because we recognize 
that there may be situations where temporary tariff relief to grant 
time for adjustment is-justified. We do urge rejection of the proposed 
amendment which would permit increase of duties based upon the 
1934 rather than the 1945 rates. And, for the reasons just indicated, 
we strongly oppose efforts to deprive the President of discretion to 
look at the entire national interest, and not just the narrow issue of 
injury to a few producers, in passing upon escape-clause cases. 

Third, you have heard from other witnesses and from the Presi- 
dent’s own message how important it is in the relations of the United 
States with the European common market that the President have 
authority to negotiate over 5 years in order to make sure that the tariff 
structure of the common market evolves in ways which will promote, 
and not erect additional obstacles, to the trade of the United States. 
This authority is no less vital to other countries, including Japan, 
who rely upon United States leadership in the trade field. Japan’s 
exports to Europe are by no means so significant as those to the 
United States and some other areas, but they are nonetheless important. 

Western Europe absorbed 10 percent of Japan’s exports in 1956 
and the market has great potential, for much the same reason as does 
the United States market, because it is such a large aggregate of pur- 
chasing power as compared, for instance, with the underdeveloped 
areas. Japan’s bargaining power, by itself, in tariff negotiations is 
vastly inferior to that of the United States. Thisis simply a particular 
and major illustration of the importance of continued United States 
leadership in the liberation of international trade from the shackles 
resulting from years of depression, of wars, and of shortsighted na- 
tional policies. 

Summary: The action taken on the Trade Agreements Act has 
eritical importance for the future of United States-Japanese relations. 

In 1957 Japan was the United States best customer after Canada, 
and over recent years has been its best customer for agricultural] 
products. United States exports to Japan in 1957 were twice the im- 
ports from Japan, 
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Japan had a trade deficit in 1957 of about $114 billion and a foreign 
exchange deficit of about $800 million. 

Either United States purchases from Japan will have to increase, 
or sales diminish. The United States has a fourfold stake in the 
trade: Consumer interest, interest of processors and distributors, in- 
terest of exporters to Japan, and a political interest in the economic 
health and political stability of Japan. 

Japan is doing its utmost to develop trade elsewhere in the free 
world, but sales elsewhere are severely limited by lack of purchasing 
power. The United States market is the largest aggregate of pur- 
chasing power in the world and offers far greater potential than any 
other area. 

The United States-Japan Trade Council supports H. R. 10368 ex- 
cept for the proposed shift of the base date under the escape clause 
from 1945 to 1934. It opposes any limitation of the President’s dis- 
cretion under the escape clause. 

We hope that this statement will be of some help in the considera- 
tion of the tremendously important issues which are before this com- 
mittee in connection with H. R. 10368. Thank you for your courtesy 
and. your attention. The United States-Japan Trade Council stands 
ready to furnish any further data or information which may assist 
the deliberations of this committee. 

Now I should like to request that the charts, together with the 
other material attached to my statement, be reproduced in the record 
as a part of my presentation. 

The Cuamman. Without objection, that may be done, 

(The charts and other material referred to are as follows:) 


CHART 1 
JAPAN'S COMMODITY TRADE, ALL COUNTRIES f 
CALENDAR YEARS 1950-1957 | i 
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ATTACHMENT TO STATEMENT ON EXTENSION OF TRADE AGREEMENTS AcT By CLAR- 
ENCE EX. MEYER ON BEHALF OF THE UNITED STATES-JAPAN TRADE COUNCIL 


Data for Chart 1—Japan’s Commodity Trade, All Countries 








[In millions] 

Year Imports Exports Trade deficit 
eee A Ae oe 7 $828 $139 
WORT 1. nosey esos on lg oe sere eeee ste : 2, 048 1, 358 690 
hic taka. scomalswena PARR AO Watlesose 2,029 1, 273 756 
TOUR bc desct Se nachwamee cchosshocwaufasantss teint tanineniel 2, 410 | 1, 275 1, 135 
BON bs. ct 3 ce en 2 DA sews juno neal en baht eg enenGeneaes 2, 399 | 1, 629 770 
RR SO RR A nwa neodhdeebsnccasspeieeeeaeee a 2 471 | 2010 461 
1956... -------------ge-- done nnnennpeeeenasseeennnteegeenn nn] 3, 230 2, 501 7 
WT Ls dntptebcco die << BteacideocaMintescanaussanettens 1 4, 283 1 2, 853 1, 430 
1957 (11 months)... ...-...-----. ited cetnbaasaheetl Rg | 3, 967 ME Bevicdoocsnces 

1 Estimate. 


Source: For 1950-56, the Japanese Ministry of Finance as reported in the Bank of Japan’s Economic 
Statistics of Japan, 1956. For 1957, total year’s trade estimated on the basis of 11 month figures as reported 
by U. 8. Department of Commerce, Foreign Commerce Weekly, Feb. 3, 1958. Exports FOB, imports CIF 


Data for Chart 2—United States-Japan Commodity Trade 


{In millions) 
! 
Year U. 8. exports | U. 8. imports Deficit 
to Japan | from Japan 
1950..... squndbveqecondpiguhotantehpatalped peeldetgintchanccces $416 $182 $234- 
BB bdo cnben sn cnges cctehiabbatbentatlelgniattstiatthinns dockets 598 205 393 
OR RE OI NOR OTOP: eRe eee 625 227 398 
Bb isccckhisndgnansvcdbicatsabredabiatotcn tededtahit dwunetpuacse 675 260 415 
BG dacncmpenwengewndieteapebies sadgotrnindteteuitedestnebacse 679 276 403 
Fc cakSvcnccntscitietesbetles sutideapcapaede onnscdsdhesou 647 416 231 
ONES lc--cacnahcctus piachotdetisteectoukoctechdocasccccssldms 887 548 339 
SO ike oie cas een ack rican a teding sb EK Eas denstinesee 11,219 1 625 594 
1957......- ade RIEEL ULSkicade iced pohenberaadaseecan’s 21,138 4 a ee 


1 Estimate. 
2 Eleven months. 
3 Ten months. 


Source: U. S. Bureau of the Census. Figures for 1957 partially estimated on the basis of actual exports 
or 11 months (Monthly FT-420 reports) and actual imports for 10 months (Monthly F’T-120 reports). 


Data for chart 3 


{In millions] 


| 1950 1951 1952 | 1953 1954 1955 1956 1957 


Total deficit.........................| $140 | $600] $755 | $1,135 | $770| $460] $730! $1,430 
TOOGEE WHE Os Wadanawnenscoungsos 250 570 540 530 570 325 520 1, 100 














Source: Total trade deficit from data for chart 1. Deficit in United States-Japan trade from Japanese 
economic statistics, Japanese Planning Board of the Government of Japan except that 1957 estimated on 
basis 10-month figures as reported in Foreign Commerce Weekly, Feb. 3, 1958. (Japanese and United States 
statistics are not comparable because arrival times differ, and Japanese imports are shown on CIF basis. 
. apanese figures rather than those used for chart 2, are therefore used here for comparability with total trade 

gures.) 

Source for Chart 4: 10 months’ Japanese figures as reported by the Foreign Commerce Weekly, Feb. 3, 
1958. 
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CHART 4 
U.S. SHARE OF JAPAN'S TRADE 


U.S. 38% 





JAPAN'S EXPORTS 1957 JAPAN’S IMPORTS 1957 


Data for chart 6 
{In millions} 





1955 1957 

Foods, fibers, other agricultural products_-..............--.------. denies eR ocie $391 | $457 
Industrial raw materials........_.......-.-.-.-_.-- See Phe sats es ohne 72 | 376 
a a Uk. cetera diatsiih de tiataisbeseeegiien dennis eie-casabeweaia 53 121 
Machinery, vehicles._..........-..-.... iiiuhdill ulna chsankasdichadieninaibceied saat bones 71 162 
OE SES <a Rdntet pointe eee sbpconebes 46 85 
te led ge ote sn cdkacecsensennwaokprdtebedwyasbovusabiovouddecd 14 18 

en a  wlechisw eps eicnsinaoesdarceapbdaleh yeuesGacieeses 647 1, 219 





Source: U. 8. Bureau of the Census, Reports FT 420. Figures for 1957 partially estimated on basis of i1 
months’ figures. 


National income and imports from Japan 


| 
| 


























Imports 
National Imports | from Japan 
Country Year income | from Japan| as percent 
(billions) (millions) | of national 
income 
ne a — ee aan -| | 
Canada--____- $23. 4 $69. 4 0. 296 
Indonesia ! S 120.0 1.5 
TR 6 co cimetsinineeateb aarti aimisacdll 40 14.0 . 035 
Ns pated en chen tnackeinienbeeen -----| 1956 35 36. 5 . 104 
ac all Se ein aticeh ee dincietmesiaeminmee wind aie 1953 3.8 56. 5 1.49 
i eR i ei emnieeiicneenindnee Semana’ 1956 4.17 55.6 1. 36 
i et ee See ae 1.4 65.3 4. 23 
NS iG ss Mudbencstacricntcetcninbeascnckaaessu 1956 46.1 63.3 .137 
ine innc lit hes op hetnneanh kisiennngiad ieee -| 1955 20.3 85.0 .42 
Ni dik aan e ies baa dubibpemeiioammaict Saidisdeninaniaiarsl 1956 91 36.3 3.95 
Nt ota ncn iechahaaccosatenticade ek A 10 | 45.1 45 
Argentina----._.- Sch tadniabrees = jo ; | 1956 | 3. 92 39.0 995 
ais anitnainaie Sadeainsaack -| 1956 343 | 545.0 159 
' 





1 Net domestic product at factor cost. 


Source: National income and conversion rates from United ‘Nations Monthly Statistical’ Bulletin, No- 
vember 1957. Imports from Japan from Japanese Ministry of Finance, published in Bank of Japan, Finan- 
cial ore of Japan, 1956. Year selected for each country is latest year for which national income figures 
are available. 
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Percentage distribution of Japan’s exports by areas, prewar and 1956 (Korea 
and Taiwan treated as foreign trade) 


| 


| 1934-36 aver- | 1956 | 
Area | age B/A (A=100) 

(A) (B) 

iascegigllretlhaD cael tends > - a | 
Mainland China- 18.2 2.7 15.0 
Korea and Taiwan_-- 23.7 5.6 23.6 
Other Asia__- 21.8 32.5 149.0 
Europe - -_- 8.1 10.0 123.0 
Latin America_- + 3.4 6.9 202. 0 
Africa_._.. iittala 5.8 | 15.7 270.0 
Australia and Oceania_......._---- 2.8 2.0 71.0 
Canada.-_-__- o> - inte steed deat 3 | 2.8 934. 0 
United States; .. . _-. .dmusseusenncee 15.7 21.7 138.0 
Tetal..2>..«. ; 100.0 100.0 dives 
Source: Calculated from export data of Japanese Ministry of Finance, as published in Bank of Japan, 


Economie Statistics of Japan, 1956. Totals are not exactly 100 because of rounding. 


Mr. Chairman, I have here a copy of an editorial from the Journal 
of Commerce, dated Friday, February 14, entitled “Voices From 
Tokyo.” We feel that this is a very useful commentary and would 
appreciate it if it could be inserted in the record following our state- 
ment. 

The Cuarrman. Without objection, it may be included in the record 
at this point. 

(The editorial referred to follows :) 


{From the Journal of Commerce, New York, February 14, 1958] 
Voices From ToykKo 


On several recent occasions top leaders in Japan have spoken out on trade 
problems with an earnestness that does not appear to have been fully grasped in 
this country. 

Premier Nobusuke Kishi, Foreign Minister Aiichiro Fujiyama, and Masamichi 
Yamagiwa, governor of the Bank of Japan, have all spoken gravely of coming 
events which could force a dramatic change in Japan's present orientation as a 
great trading power. In so doing they touched on a problem that poses a dilemma 
in Tokyo and something not much short of that for the United States. 

Briefly stated, the dilemma is this: Japan feels she must achieve an export 
target of $3.2 billion this year. This amounts to an increase of 13 percent over 
the past year and its realization promises to be exceptionally difficult at a time 
when many markets are turning softer while export competition is turning harder. 
Yet, if Japan does not achieve this, she will be hard put indeed to absorb the 
expected increase of about a million people in her working force this year. 

Japan has just emerged from the most successful trading year in her history. 
Just as this fact has attracted wide attention, it has distracted attention from 
the problems immediately ahead. 

To maintain the growth of her economy at an annual rate of 5 or 6 percent, 
Japan must expand her exports. Her leaders have shown plainly that they want 
to expand them in the United States market. If they cannot expand sales here or, 
if worse, they cannot even maintain their present outlets here, they must 
look elsewhere. The word “elsewhere” has a particularly somber meaning in 
this connection; it means primarily in China and Russia. 

There is, of course, some room for trade expansion in other areas—notably 
in southeast Asia, the Middle East, Latin America, and even Western Europe. 
But the opportunities in these directions are quite limited by comparison with 
those in the United States and the Communist states. It would not solve Tokyo’s 
problems to concentrate on these secondary areas alone. Nor would it solve them 
to depend on the United States market for sales of trinkets and specialty items. 
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Japan needs outlets for her big export industries, by far the largest of which 
is textiles. 

Demands for tariffs or quotas on Japanese goods in this country are seldom 
accompanied by any hint of the price this country might be called upon to pay 
for further curtailment of Japanese imports. Yet it can hardly be denied that 
any action likely to turn Japan’s commercial interests from the free to the 
Communist world would be quite risky. Only trade might be involved at first, 
but it usually happens that where trade goes politics follows. 

This newspaper does not, of course, maintain that the United States is under 
any obligation to open by artificial means markets here for any country that 
might otherwise turn to the Soviets. What we do maintain is that where the 
other country involved is competitive and energetic in promoting its own sales 
here, no artificial barriers should be placed in its path—especially when the 
security and well-being of that country is as vital to the security of the United 
States as Japan is today. 

We feel it necessary to point out (though Japanese leaders have been careful 
not to say this in so many words) that Tokyo is rapidly approaching the hour 
when important decisions must be made relating to its future trade relations 
with the Communist bloc. Some, indeed, have already been taken, but none of 
these has been decisive thus far. The door still remains open. It is much less 
likely to be banged shut if Congress keeps the whole matter in its proper per- 
spective this year when weighing this and that claim for more restrictions on 
Japanese goods. 

Special problems have been raised in the United States, Great Britain, Canada, 
and elsewhere by imports of Japanese goods, particularly in the fields of textiles, 
chinaware and fiatware. Some relate to “cheap” goods, some to charges of de- 
sign “piracy,” and so on. 

Japanese business leaders, as well as their customers, admit there has been 
substance to some of these charges. In other instances they have sought to 
ineet criticisms from abroad, whether they thought they were justified or not. 

In the case of cotton goods, Japanese producers agreed to place “voluntary” 
quotas on exports of certain categories to the United States (we put voluntary 
in quotes because the United States Government exerted too much pressure to 
make “voluntary” fit the circumstances). An attempt is now being made to 
negotiate a somewhat similar agreement on flatware. 

Under the sponsorship of JETRO (Japan External Trade Recovery Organiza- 
tion), major exporters have been seeking with considerable success to upgrade 
the quality of their products, to pursue orderly methods of distribution, and to 
insure that there will be no basis in the future for foreign charges of design 
“piracy” on major items. The special design center for textiles, which has been 
working on this problem, is now entering its third year. The Government. itself 
is sponsoring legislation to revise the patent law to this end on all products. 

On the whole, Japan is approaching its critical decisions on future trade policy 
with the will to adjust her practices as far as possible to those in the Ameri- 
can market. 

Tokyo is making substantial progress in this direction. It is also continuing 
to buy a good deal more than it sells here. Congress would be making a serious 
mistake at high cost both to United States exporters and—more importantly— 
the national security if it should abruptly reverse this trend in the months 
ahead by yielding to protectionist demands for restrictions on Japanese goods 
advanced by local interests in this country. 


The CuatrmMan. Mr. Simpson will inquire. 

Mr. Simpson. The editorial the gentleman referred to is worth con- 
sidering, Mr. Stitt. “Voices from Tokyo” are significant, but the 
voices from congressional districts in the United States, where we have 
unemployment, indicate unwise tariff rates are important, too. 

It is in an effort to get a reasonable adjustment between the two 
that the committee is now engaged in considering this legislation. 

I am sure you must recognize that problem and you do indicate it 
in here. 

Mr. Srirr. Yes, sir; we hope, as I said, in about a month, to be able 
to provide you gentlemen with a study. showing the interest of the 
congressional districts, or at least the States, in exports to Japan. 
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Mr. Stupson. Who is preparing that? 

Mr. Strrr. Our council. We are having it prepared independently 
by several economists in Washington, D. C. 

Mr. Srmupson. Whoare they ? 

Mr. Srirr. It is a team of economists, Reifman and Small. 

Mr. Srupson. Are they going into each congressional district of the 
country ¢ 

Mr. Strrr. No, the States. We are a from published sta- 
tistical data. We are not going to be able to break it down further 
than State by State. 

Mr. Srmpson. With respect to my State of Pennsylvania, for ex- 
ample, you will have an evaluation of the effect of foreign trade? 

Mr. Stirr. The exports to Japan. 

Mr. Sumpson. Will you have it broken down between goods which 
come into the United States free of duty? It will be the exports 
interest only. 

Mr. Srirr. We hope later on to do the same thing with imports 
from Japan, to distribute them as accurately as possible, State by 
State, so that there will be a balanced picture. 

Mr. Smpson. The studies then will show the goods which are ex- 
ported from the United States and Pennsylvania? 

Mr. Srirr. That is right, by category of goods. 

Mr. Stmpson. But it will show nothing about the effect of imports 
into the United States. 

Mr. Strrr. Not the initial study. Although I hope before this legis- 
lation is passed to supplement it with such a study. I am not sure 
about the timing on that. 

Mr. Srwpson. Are you working on the import factors now? 

Mr. Stitr. We have not gotten to that yet. 

Mr. Srupson. You agree that that is of greater importance to the 
problem confronting us than the problem on exports? 

Mr. Srrrr. It is important, sir, but not equally important. Ex- 
ports to Japan were twice the imports from Japan, so there is no 
question but that the value of the exports is going to loom larger 
than the value of the imports. 

Mr. Smpson. Yes, but, after all, when we are talking about and 
considering tariff matters, we are talking only about 50 percent of 
es imports because at least 50 percent come in without the payment 
of duty. 

Mr. Srirr. That is true in general. I doubt very much if that is 
true of imports from Japan. 

Mr. Srreson. I would like to ask you what limitations are there 
with respect to Japanese trade with Communist China ? 

Mr. Srrrr. The strategic controls which are carried out in coop- 
eration with the United States and other countries. 

Mr. Smreson. I probably should know this, but I do not know it. 
Are they permitted to trade in textiles? 

Mr. Srirt. Yes. 

Mr. Srmpson. Do they trade a great deal? Is that a growing 
channel of trade? 

Mr. Srrrr. I do not have the figures in front of me, but I think it 
fluctuates. 
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As you know, the Chinese Communists control their trade rather 
bureaucratically. They may let in at one time a certain amount of 
textiles and then cut it off eer wma * 

Mr. Srupson. We are familiar with that in respect to some of our 
friendly countries in Europe. They control imports on machine tools 
and other items. 

Is it a growing trade with Communist China? 

Mr. Srrrr. It was growing up until 1956. However, in 1957 both 
oe from China and exports to China fell off. 

Mr. Stmpson. In all areas; I mean in all forms? 

Mr. Strrr. I am speaking about the trade between Japan and main- 
land China. It fell off in 1957. The Japanese, I understand, h 
to build an export trade of about $100 million. It seems to me in 
1957 it was about half that. 

Mr. Simpson. Is it your opinion that if we do not provide a market 
for Japanese goods, a market will be found in Communist China? 

Mr. Srirr. I do not think I could say that my point is so directly 
that. If we fail to provide Japan with an opportunity to trade, as 
time goes by it seems to me inevitable that Japan will have to trade 
wherever she can. 

If it turns out to be Communist China, it will turn out to be Com- 
munist China. 

I don’t think that this will be a directed policy. It will just be 
an inevitable consequence. 

In other words, I don’t think that there is any threat in the Japa- 
nese idea that they must trade—they want to trade with the free 
world because they hive to trade to live. 

Mr. Srmvson. All right, but I have to go back to the question again, 
if they do not trade with us, you are unwilling to say they will trade 
behind the Iron Curtain ? 

Mr. Srirr. I am unwilling to say they will have a directed trade 
policy to that effect. I will have to say there will be trade in that 
direction. 

Mr. Stmpson. That is to say they must have trade. 

Mr. Strrr. Yes. 

Mr. Suwrpson. Why ? 

Mr. Srrrr. Japan is a small group of islands, which are tremen- 
dously crowded, has over 91 million people, and no resources. 

Mr. Srupson. Is the population rapidly increasing ¢ 

Mr. Strrr. About a million persons a year, at a rate, however, which 
is less than our own. 

In order for them to exist, they have to bring in raw materials. They 
have to first bring in foods to supplement their own inadequate sup- 
plies. They have to bring in rew materials, manufacture the raw 
materials, and sell the processed products to earn foreign exchange to 
bring in more food and more raw materials. 

It is an endless cycle and it has to keep rolling, otherwise they will 
starve. 

Mr. Srupson. As their population increases, will we have to con- 
tinue year after year to have to absorb more of their goods in order 
to avoid closer ties there with China ? 

Mr. Srrrr. Mr. Simpson, I do not like the idea of saying we have 
to absorb goods. I think we should be happy to accept from Japan 











944 RENEWAL OF TRADE AGREEMENTS ACT 


goods which are useful to Americans and which represent a good 
value for our money. 

Mr. Stmpson. It does seem to me that when you raise objections to 
the escape clause—almost in effect saying we should not have it, cer- 
tainly we should not tighten up on it—what you are in effect saying 
is that we are inviting unemployment in certain areas in the United 
States and once having its effect, that is too low tariff rate, once having 
an. effect we should do nothing to correct it; we should rather shift our 
employees into some other business. 

Mr. Srrrr. As I pointed out in my statement, the imports from 
Japan are those commodities which compete with our less efficient 
industries. 

Mr. Suuprson. I do not accept what you say as being exactly correct, 
that they are our most inefficient industries. I do not think our textile 
industry is inefficient. 

Mr. aener, In comparison with the productivity of our more dy- 
namic industries it is certainly a mature industry that has no growth 
potential at this date. 

Mr. Suwpson. My question is: Do you object to the escape clause? 
You imply that we should do nothing to protect under the escape 
clause those industries which are being damaged. 

Mr. Srirr. Well, our position is not quite that strong, Mr. Simpson. 
I think we will agree that if there is a sudden influx of imports and 
an industry immediately suffers considerable damage, the escape 
clause action might be employed as a stopgap until that industry has 
a chance to adjust itself. 

If it is our feeling that as our economy moves forward all of our in- 
dustry is going to move toward the more aggressive and efficient side 
of the picture. . These imports from Japan are useful and actually 
help to strengthen our economy because with the dollars that the 
Japanese pick up by selling us toys, they are able to buy our products, 
which Saabanis provides more employment, as shown by the statistics 
I have seen recently. 

Mr. Srvpson. Yes, we are especially confronted with individuals 
in some industry, who are actually out of work who are not able to 
get work in other industries who cannot shift, who say, for example, 
that if those Japanese-made gloves were not on sale in the department 
store, we would be making them. 

We cannot buy them because there is no job. It is pretty tough to 
say to that neighbor, well, in order to keep Japan from trading with 
China, you, the unemployed man, you will have to pay the cost of 
that national, political obligation, which ought to be borne, in my 
opinion, by all of the people of the country. 

Mr. Strrr. I think it should be, sir. 

Mr. Stmpson. In other words, if Japan must have trade to keep 
her from Communist China, then the cost should not rest upon the 
shoulders of the unemployed textile worker or unemployed camera 
manufacturer. It should be a burden on the general trade group. 

Mr. Srrrr. What you are suggesting in lieu of trade is that we 
should provide Japan with aid. 

Mr. Smrpson. I certainly say that the substitution of unemployment 
on the part of the American worker in order to help maintain the 
peace of the world, is not desirable and I am opposed to that. 
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Mr. Srirr. I believe that legislation, such as the Eberharter bill, 
wore these people to adjust to the problem of competition from 
abroa 

Mr. Simpson. Yes, because that is not the law today. While it may 
be in process we have to look to the substitution for the immediate 
future. 

Mr. Srrrr. I certainly do not suggest that you repeal the escape 
clause. I was hoping that some features of it might be changed that 
are ridiculous on their face—perhaps ridiculous is a strong word. 

Mr. Suvrson. Let me ask you this question: I do not want to take 
too much time. 

Is the standard of living of the Japanese worker engaged in this 
particular industry which are causing unemployment here, is the 
standard of living of the Japanese workmen improving rapidly, or are 
we, by barely permitting their products to come into our country, 
helping to maintain a low living standard there? 

Mr. Srirr. The standard of living of the Japanese worker has in- 
creased not rapidly, but consistently, since 1950. I think you may 
be suggesting that Japan as a national policy should try to devote 
more of its financial resources to an increase in the standard of living. 

Of course, we must recognize that in a country like Japan this 
could be somewhat dangerous. The standard of living can be an 
explosive thing and funds for economic investment perhaps might in 
the long run be more in the nation’s interest. 

Mr. Suwpson. I have no objection to whatever the competition in 
the United States, between the United States manufacturers and the 
Japanese, provided it is on roughly equal basis, but I do object, for 
example, with respect to shirts, having the stores here in the United 
States advertise that they are selling shirts made in Japan with 
cotton grown in the United States. 

A large store here was having a sale on good shirts recently. 
The cotton was grown in the United States, shipped to Japan, 
made into shirt material, and shirts there, and shipped back to the 
United States and so!d here. 

It does not make sense. 

Mr. Srirr. I am afraid much of Japan’s production is of that very 
nature. Iron ore must be brought from abroad. Coal and coking 
coal must be brought from abroad to make steel in Japan. 

Mr. Simpson. But cotton is subsidized by the United States Gov- 
ernment to ship cotton over to Japan and then the duties are reduced 
to bring the produce over here. 

Mr. Srirr. I agree with you, that there is something wrong with 
our two-price system on raw cotton. 

I believe our council would be in favor of eliminating the two- 
price aspects of the United States cotton trade. 

Mr. Suwpson. Well, sir, I have found your statement interesting 
and appreciate your appearance. 

Mr. Stirr. Thank you, sir. 

The Cuarrman. Are there any further questions of Mr. Stitt? 

Mr. Mason. Mr. Chairman. 

The CuarrmMan. Mr. Mason will inquire. 

Mr. Mason. I have one question, sir. 
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Your chart shows quite an imbalance between the exports and im- 
ports in Japan and the United States. 

Mr. Srrrr. Yes, sir. 

Mr. Mason. And that imbalance shows that they are buying more 
from us, considerably more, 600 to 800 million dollars a year more 
than they are shipping to us? 

Mr. Srirr. Yes. 

Mr. Mason. I have this question in mind: How much of this im- 
balance, dollar balance between Japan and us is made up by the dol- 
lars we spend in support of our defense setup that we maintain in 
: apan, = troops, and our other defense setup, how much is made up 

that 
Mr. Strrr. I have some figures here, sir. 

Mr. Mason. Roughly speaking, $200 million, $300 million? What? 

Mr. Srrrr. In 1957 United States expenditures in Japan, which 
would be in support of our troops, plus our ICA purchases for other 
countries, amounted to, I believe, $549 million. 

Mr. Mason. Then that takes up most of the slack as the imbalance 
between our commercial exchanges ? 

Mr. Stirr. It has up until now. 

As a matter of fact, in past years, almost every recent year up until 
1957, the income from these special procurements was sufficient to 
overcome the gap in the commodity trade. 

The trouble, however, is that these expenditures are purely tempo- 
rary in character and are declining year by year. We have taken 
our ground forces out of Japan for instance, and the trade cannot 
look to a future supported by extraordinary expenditures. 

Mr. Mason. I understand that. But I was thinking of these past 
years when this imbalance was in effect. How much of that was 
taken up by our expenditures and, of course, by our tourist trade and 
all of those ? 

Mr. Stirr. Tourist trade is very small. 

Mr. Mason. So far as Japan is concerned, but in Europe and other 
countries it is quite a considerable item and we have to take those 
things into consideration in comparing the exports and imports of 
these various countries. 

That is all, Mr. Chairman. 

The Cnarrman. Mr. Eberharter will inquire. 

Mr. Exsrruarter. Mr. Mason’s inquiry leads me to this thought, 
Mr. Stitt: This money that goes from the United States to American 
forces in Japan, goes to American soldiers and sailors and marines 
that are over there and spent by American citizens overseas in Japan ? 

Mr. Strrr. Yes, indeed. 

Mr. Exernartrer. So does Mr. Mason, do you think, advocate that 
we withdraw immediately from the expenditures of this money for our 
American soldiers, sailors, and marines, overseas, that goes to Japan ? 

Now, my next question is this: Our troops are stationed over there 
for what purpose? For the defense of the United States of America. 
Is that true ? 

Mr. Strrr. Yes, sir. 

Mr. Exsernarter. And that is the only reason. It is not a give- 
away program. I hope it is not considered to be a giveaway program. 
It is a program specifically designed for the defense of the United 
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States of America and to bring that into the reciprocal-trade agree- 
ments program I cannot understand. 

Thank you. 

Mr. Mason. Mr. Chairman, I have to make a reply to that. Mr, 
Mason is not advocating increasing our defense forces there, or re- 
moving our defense forces there. That does not enter into the picture 
at all. 

Mr. Mason just wanted to clarify the imbalance between our exports 
and imports by saying that other items must be considered in that im- 
balance besides the commercial exports and American imports. 

Mr. Srrrr. I agree with you, sir; it must be considered. 

Of course, as Mr. Eberharter points out, this is not aid money. We 
receive parts of it in services and goods. 

Mr. Mason. It is dollars that make up for this imbalance. 

Mr. Srrrr. Yes; but when you take that into account, in 1957 there 
was still a deficit in the foreign-exchange balance of payments be- 
tween the two countries. 

The CHarrman. Mr. Stitt, we thank you, sir, for coming to the 
committee and giving us the benefit of your views and those of the 
organization you represent. 

Mr. Strrr. Thank you, sir. 

The CuHatrman. Our next witness is Mr. Lunsford Long, for the 
purpose of this record, will you please identify yourself by giving your 
name, address, and the capacity in which you appear ? 


STATEMENT OF W. LUNSFORD LONG, IN BEHALF OF TUNGSTEN 
INSTITUTE, WASHINGTON, D. C. 


Mr. Lone. I am Lunsford Long, of Warrenton, N. C., chairman of 
the board of Haile Mines, Inc., and its subsidiaries, Tungsten Mining 
Corp., and Manganese, Inc. 

I am also president of the Tungsten Institute, a trade association of 
domestic tungsten producers devoted to developing new and increased 
uses for tungsten. 

I am another spokesman from the mining industry which, unfortu- 
nately, today is appearing before you so frequently with tales of woe. 

The Cuatrman. Mr. Long, can you conclude your statement in the 
20 minutes that we have allotted to you, sir ? 

Mr. Lone. Yes. 

The CuarrmMan. Fine. We are glad to have you with us this morn- 
ing, and you are recognized. 

Mr. Lone. Thank you very much. 

Mr. Chairman, before addressing myself to the subject we have 
under consideration in these hearings, I would like to say that it gives 
me great personal pleasure to find you now presiding here and that it 
also gives me much greater confidence as a businessman and as an 
American citizen to know that you are now chairman of the commit- 
tee, which exercises such great power over the economic life of this 
Nation. The fairness, moderation, and breadth of understanding 
which characterize your every action are the guaranty of a better day 
for all our people. 

The Cuarrman. Thank you, sir. 
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Mr. Lona. I am pleased, Mr. Chairman, to have this opportunity 
to appear before the committee to state the reasons why I believe that 
further extension of the Trade Agreements Act is not in the national 
interest. 

I have appeared before this committee several times since inaugura- 
tion of this trade program. I have made many suggestions over the 
years. 

The last time I argued we ought to exclude from the operations of 
this act those items which were being stockpiled by this Nation for the 
national defense. 

The committee itself, in its wisdom, saw fit not to follow that sug- 
gestion. Today I am not asking you to amend this act, I am not 
asking you to change it; I am asking you in the interest of this Nation 
and in the interest of ovr national security not to extend this act. 

It ought not be continued as a national policy in my opinion. 

I have been engaged in a number of businesses in the United Staies 
over the last 50 years, including farming, lumbering, textiles, and 
mining of strategic materials. 

Over the years I have observed in each of these different areas of 
activity that competition from foreign countries has caused serious 
distress to American industries engaged in these fields. 

While I am personally sympathetic to our national aim of improving 
the standard of living throughout the free world, I do not see how it is 
possible for us to continue as a preeminent world power if we permit 
our own standards of living to be leveled down to the lowest common 
denominator, which must be the inevitable consequence of unrestricted 
free trade in the world today between our Nation and the several score 
of other countries in the world. 

Rather than speak in general terms, however, I think it would be 
more helpful to your committee if I speak of just one mining enter- 
prise with which I am associated, to illustrate the present situation 
of the industry and the extreme peril that I believe exists with respect 
to our national security posture. 

Tungsten Mining Corp., located in Vance County, N. C., presently 
employes about 415 people, and Haile Mines, Inc., its parent company, 
has stockholders numbering some 8,000, and living in every State of 
the Union. 

We employed about 625 people in our North Carolina tungsten oper- 
ation when we were running full time, but now that we are running 
only 4 days a week, we have seen our labor force dwindle to two-thirds 
the former number. 

For a year we have been operating at a loss rather than shut down 
and lose our organization and see our property deteriorate. 

There were 206 different tungsten properties in this country which 
produced and sold some tungsten in 1956. Today there are only 3 
primary producers, al] operating at a Joss. 

This unfortunate sitnation is due to the inadequacy of the tariff 
on tungsten concentrates and the products made from them when they 
are processed, and to the failure of the Congress to make the appro- 

riations to carry out the program for domestic tungsten as set forth 
in Public Law 733, enacted in 1956. 

Although I am, of course, deeply and seriously concerned with the 

purely economic aspects of our current status, it is my deep personal 
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conviction that our national security is also being jeopardized, and 
this strengthened my desire to appear before this committee at this 
time. 

Tungsten, as every informed source is in agreement, as one of the 
high-temperature materials, may well hold the key to our national 
supremacy in the critical years that lie ahead. 

Only a month ago the Special Stockpile Advisory Committee to 
the Director of the Office of Defense Mobilization, pointed out the 
necessity for the United States to have adequate supplies of the high- 
temperature and special property materials, to meet not only existing 
needs, but also the expanding needs that are likely to develop as a 
result of advancing research and development. This Committee in- 
cluded former Chairman of the Munitions Board and Research and 
Development Board of the Department of Defense; former Under 
Secretaries of State in both administrations, and a former Director 
of the Office of Defense Mobilization, and Admiral Radford, recently 
retired after having served a number of years as chairman of the 
Joint Chiefs of Staff, and several other exceptionally informed 
persons with high level connections with our Government. 

This month, the Soviet News revealed Russia’s new 5-year plan to 
enlarge its metal industry which carries a planned increase of 57 
percent in its production of tungsten concentrates. They expand—we 
cause our industry to shut down. 

While there are several high-temperature materials, the immutable 
laws of physics are such that tungsten is the metal possessing the 
highest melting point known, 6,143° F. 

Indeed, its melting point is surpassed by only one element, carbon, 
which, of course, does not possess the physical strength of the metals. 

Our company and several other tungsten producers through the 
Tungsten Institute are currently sponsoring advanced metallurgical 
research in the independent laboratories of Stanford Research Insti- 
tute, looking with much optimism to the development of tungsten 
base alloys for applications at temperatures of 2,000° F., and above, 
and we are informed that developments in pure metal technolo 
will soon lead to a greatly increased demand for metallic tungsten in 
jet engines, rockets, and missiles essential to the defense of our 
country. 

Certainly the miserable performance of some of our missiles can 
be traced directly to the failure of parts made from metals which 
cannot withstand the intense heat generated by the new high-energy 
fuels, 

Furthermore, we are aware of the great interest currently bein 
shown in the development of atomic power for the propulsion of 
ships and aircraft for military purposes as well as for the generation 
of electric power. : 

Yet unless there exist materials possessing the requisite ability for 
sustained operation at elevated temperatures, the great increases in 
efficiency desired as a result of the harnessing of thermonuclear forces 
cannot be fully realized. 

I am opposed to the extension of the Trade Agreements Act from 
the point of view of tungsten because the present tariff on tungsten 
is inadequate. 
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Indeed, in furtherance of Senate Resolution 195, approved August 
28, 1957, ‘the Tariff Commission is currently engaged in making an 
inquiry under the provisions of section 336 of the Tariff Act of 1930, 
into this very question. 

How can we assure the existence of a going domestic mining indus- 
try if we face the prospect of possible tariff reductions i in the future ? 

‘Y our committee may wonder why we should have a going domestic 
mining industry. How well I recall the grim days in 1950 and in 
1951 when our Armed Forces were being driven back in Korea and 
when the Government came to us pleading that we expand our produc- 
tion to provide the tungsten critically needed for the manufacture of 
high velocity armor piercing projectiles. 

It was, indeed, fortunate that our domestic mining operations had 
survived, although they had been seriously imperiled | by the economic 
decline of 1948 and 1949, and the competition of cheap foreign tung- 
sten ore originating in large part from slave labor mines of the 
Communists, 

Now, Government stockpiles of tungsten are in a better position 
than they were several years ago, but, as pointed out by the Special 
Stockpile Advisory Committee, stockpile objectives—and, of course, 
the iedoaaiie molibization base-—for the high temperature materials, 
must be reevaluated in the light of possible needs 5 to 10 years hence, 
to take account of scientific advances in research and development. 

Your committee may wonder why we do not simply rely on either 
the present escape- -clause mechanism for dealing with economic in- 
jury, or the present national-security procedures for dealing with 
threats to the domestic mobilization base—which latter are embodied 
in sections 7 (a) and 7 (b) of the present Trade Agreements Extension 
Act, as amended. 

Having observed the temporizing and dilatory manner in which 
these existing procedures have been administered, I have little con- 
fidence in the efficacy of either. 

Consequently, I cannot believe that the national security would be 
properly served by continuing the Trade Agreements Act with these 
or similar provisions therein. 

The only positive solution, which already has been too long delayed, 
is to cut off completely further extension of this act. To cite only one 
example of what has already happened under the existing law, I 
respectfully invite the committee’s attention to the treatment that 
was meted out to the great domestic lead and zinc industry, where 
first a unanimous recommendation of the Tariff Commission on eco- 
nomic grounds was brushed aside because of international consider: 
tions. 

Then, although the administration had ample authority in the words 
of the statute itself to— 
take such action as deemed necessary to adjust the imports of an article to a 
level that will not threaten to impair the national security— 
the domestic lead and zine industry was encouraged to believe that 
special legislation would be passed to help it, and then they were 
referred to the Tariff Commission for further heari ings. 

In other words, this has been a record of delay and ‘inaction. 
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We in the tungsten mining industry, having seen such a perform- 
ance, quite properly now have little confidence in the escape clause or 
national-security provisions. : 

While I have confined my remarks to the case of tungsten, in order 
to stay within the allotted time for the presentation of statements, 
I could develop very similar arguments in the case of many other 
important strategic materials, including manganese, where I have also 
had extensive personal experience. 

In conclusion, I wish to thank the committee for having afforded 
me the privilege of appearing before it, and I hope that this session 
of the Congress will remove, not just from the domestic mining in- 
dustry, but from all domestic industry, the Damocletian sword of 
further tariff cuts that have threatened our economic and our national 
security. Our American workers and shareholders have a vital in- 
terest that your committee should protect in every way possible. 

I now want to read to you in that connection from the State Depart- 
ment little booklet Together We Are Strong, a proposition to which 
every reasonable man in the world agrees. I think we ought to stand 
together with our allies and I think we ought to help them, but I do 
not think we can help them best by destroying our own strength in 
the process. That is what I am objecting to here. 

In this little booklet we have, tungsten is shown as vital to United 
States industry. It shows that over half of our needs are imported. 
That is not true, Mr. Chairman. 

In 1955 we did import more tungsten than we produced in this 
country, but we imported it for the stockpile to be put away for our 
national security and not for use or consumption. 

In 1955 this Nation produced, according to the Bureau of Mines, 
simply, unglamorous, statistical, accurate, truthful statement, more 
than twice the tungsten that we consumed. 

Yet the State Department will have everybody in the United States 
believe, reading this book, that we have to import over half of it. 

The Cnatrman. Mr. Long, this little pamphlet that you referred to 
did you say that is from the Bureau of Mines ? 

Mr. Lone. Yes. This is from the Bureau of Mines. 

The Cuatrrman. Who isthe author of this one? 

Mr. Lona. This is the State Department, Together We Are Strong, 
Department of State. That is the theory on which this bill that is 
before you is now going to be put over on the American people. 

They are selling it to the American people on the theory that it is 
necessary to national defense. 

The CuarrMan. But you take exception to the statement in the little 
booklet from the State Department. 

Mr. Lona. That is right. 

The Cuatrman. And you referred to the accuracy of the statement 
from the Bureau of Mines? 

Mr. Lone. That is right. There it is right there, as to production 
and consumption. 

Mr. Mason. I did not get the name of that booklet from the State 
Department. 

Mr. Lona. Together We Are Strong. 

The Cuarrman. Pardon us for the interruption. 
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Mr. Lone. In this same book there is another statement, which is a 
true statement, that tungsten is an essential metal to the automobile 
industry. That is true, tungsten is essential to the automobile indus- 
try, but it is not essential that it be imported to keep the automobile 
industry going, which is the inference you would gather from this 
booklet and what the State Department propaganda is saying. 

We can produce and did produce in 1955 more than twice the amount 
of tungsten needed to keep the automobile industry and all the other 
industries running in the United States at the rate of consumption. 

Today, under the unwisdom of our tariff policy, we have had to 
shut down and we are operating because we feel confident that the 
policy of the Government must change, that tungsten, the most heat 
resistant of all the metals, is going to come into demand and that 
demand will increase and then we will be in a shape to take advantage 
of that situation. 

So rather than let our mines flood, our organizations be dissipated, 
we oe taking a present loss to continue to operate and hold things 
together. 

here is one other booklet to which I would like to refer, sir, and 
that is this, the Mineral Wealth of the U.S.S.R. This is a publica- 
tion of the Russian Government by the Minister of the Geological 
Survey of Russia. It was published in Moscow in 1956. 

In there, Russia makes this statement: 

Planned exploration and exploitation of mineral wealth have resulted in the 
Soviet Union outstripping many countries as regards explored sources of min- 
erals. The Soviet Union now holds a leading position in the world reserve of 
such important minerals as iron, petroleum, manganese, coal, copper, lead, tung- 
sten, chromite, and potassium salts. 

Now, up until the Iron Curtain went down, we did not know that 
Russia had any appreciable sources of supply for tungsten in the 
Soviet Union. We knew through China they had access to what was 
conceived to be the world’s greatest supply. 

Now she publishes an official booklet indicating that she has devel- 
oped in her own country tungsten resources which give her preemi- 
nence over China at this time. 

We know that what she is saying is true about manganese; we know 
what she is saying is true about chromite. 

In my opinion it is very likely that what she is saying about tung- 
sten is true. 

Mr. Chairman, some action should be taken by this Nation to 
— in this country our domestic eewcgeore capacity, as a mo- 

ilization base for our strength, of these vital materials that are 
essential to our national survival and no policy could be more calcu- 
lated to do this national disservice than a policy in whatever name 
it is followed which results in the shutting down of production of 
metals in this Nation and a reliance on imports. 

Now, I am in the manganese business, I am not going to talk about 
that, Mr. Adkerson will talk about that, later. i 

Our mines will be exhausted. In the next 12 months, and we are 
the largest producer of manganese in the United States, when we go 
out of business over half of your total manganese production in the 
United States goes out of business forever. 
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You won’t be producing 6 percent of your manganese next year 
when we shut down. We are shutting down because our mines worked 
out, but we won’t reopen, as long as the policy of the Nation remains 
like it is, anywhere else, because you cannot operate manganese in 
this country without a Government contract or a Government price 
program or support of some kind. 

I think it should be done through tariff. I think that is the per- 
manent cloak that ought to be put around American industry to pro- 
tect and keep it alive. 

But if in your wisdom you decide not to do that, I ask you, Mr. 
Chairman, in deliberating on this measure that is proposed here, to 
keep foremost in your mind the effect upon the national security that 
these policies have. 

The Cuarrman. Does that conclude your statement, Mr. Long? 

Mr. Lona. Yes, sir. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Esrruarrer. Mr. Long, your statement was very persuasive. 
Tell me, since the passage of the reciprocal trade agreements program 
in 1934, has the tariff on tungsten ever been reduced ? 

Mr. Lona. It was reduced once, and then restored. 

Mr. Esernarrer. It was restored ? 

Mr. Lona. Yes. 

Mr. Exseruarrer. The tariff on imported tungsten is the same today 
as it was in the Smoot-Hawley Act of 1930. 

Mr. Lone. That is right. 

Mr. Exsernarter. The reciprocal trade agreements program has not 
of itself hurt the tungsten industry ¢ 

Mr. Lone. Not the tungsten mining industry. It has hurt the tung- 
sten processing industry because the tungsten products, tariffs have 
been cut under the reciprocal trade agreements, like the oxides and 
potassium, the various forms that the tungsten is used in in the indus- 
try after it is processed. 

The Cuarrman. On that point, Mr. Long, actually when the Tariff 
Act of 1930 was passed, we were relying, were we not, on imports of 
tungsten for practically all of our needs ? 

Mr. Lone. That is right. 

The Cuarrman. And it has been since 1930, largely, in connection 
with World War II, that the tungsten production in the United States 
developed so that your point is that if the industry itself is to be pre- 
served, recognition must be taken of the changed circumstances that 
prevail today, our ability to produce tungsten here as compared to the 
situation which did exist in 1930 when we were not producing tung- 
sten ¢ 

Mr. Lona. Exactly, sir. There was no tungsten production in this 
country until after World War I. It was discovered in that war we 
had to have it. We went to work and developed quite an industry. 

The Carman. That came as a result of the loss of imports from 
China, did it not? 

Mr. Lone. That is right. 

The CHatrMAn. And we had to get tungsten here. Tungsten is on 
the strategic and critical list of minerals and we have had a stockpiling 
program in the past, but that stockpiling program is not effective now 
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because Congress failed to make appropriations in the last session for 
a continuation of the stockpiling program; is that not true? 

Mr. Lone. That is right. 

The Cuarrman. And you are now left with a situation wherein you 
cannot compete in the production of tungsten at the world price? 

Mr. Lone. That is right. 

The Cuamman. And there is a considerable amount of tungsten 
being imported into the United States at the world price? 

Mr. Lone. The Senate, last August, just before the Congress ad- 
journed, passed a resolution requesting the Tariff Commission to make 
an investigation and report by March 1, on the difference in the cost of 
producing tungsten here and abroad. ‘The Tariff Commission has not 
made any report at all. 

Since all of the industry is shut down, except ours, it is plain to him 
who runs and reads that nobody can compete with foreign tungsten 
under the tariff rates and the suggestion that somebody ought to be 
empowered to reduce these rates further is to add a death sentence to a 
death sentence already imposed. 

The Cuarrman. Actually, the Tariff Commission did publish a 
release on February 28, 1958, in connection with this study, that they 
were directed to make under section 336 of the tungsten ores and 
concentrate. 

The commission has dropped that matter because of the difficulty, it 
says, it was having in obtaining information on either foreign or 
domestic production costs. 

So apparently you cannot obtain any relief through the Tariff 
Commission under section 336. 

Mr. Lona. I do not know why they could not obtain any informa- 
tion. We would be perfectly agreeable to give them our costs. 

The Cuarrman. I do not know why they would have any difficulty, 
but if they are having difficulty, or think they are, it will not do any 
zood for you to have to rely on a further study under section 336. 

Mr. Lone. It will not do us any good under anything I have ever 
seen. 

Mr. Srtmpson. This will give us a chance to look at the Reciprocal 
Trade Agreements Act. 

The Government has had authority to increase rates by the recip- 
rocal trade agreements throughout all these years when they reduced 
many thousands. I do not recall in any one instance where they ever 
did increase to protect an American business. 

Would you tell me, please, from what countries we import prin- 
cipally tungsten and also manganese ? 

Mr. Lona. Tungsten is South Korea, Bolivia, Burma, Malaya, in 
general, South America. The biggest produced is Bolivia. 

Then you have Brazil, Argentina, Australia, South Africa, Mexico, 
and Canada. 

Manganese, its principal source has been India since Russia cut 
us off. 

Now Brazil is coming in in a large way; Mexico to some extent; 
Cuba to some extent; South Africa, India, Brazil, and the Philippines 
are the large suppliers. India has been supplying about one-third 
of all our manganese for the past 3 years. 
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The Cuarman. Mr. Long, I remember with respect to manganese 
that every so often we used to get some imports from Russia in the 
years between World War II and now. 

Is Russia sending any manganese to us at all ? 

Mr. Lone. None at all. 

The Cuarrman. In the recent months? 

Mr. Lona. No. 

The CuarrMan. None at all? 

Mr. Lona. None at all that I know of. 

The Cuarrman. Do you know when we received the last shipment 
of manganese from Russia? 

Mr. Lone. I think it has been several years ago. 

The CuarrMan. We have received some shipments from Russia since 
World War II, have we not ? 

Mr. Lona. Yes, we did fora while. They then cut it off. 

The CuarrmMan. They have sent it whenever they wanted to, but 
not by any predesign ? 

Mr. Lone. That has been their purpose. 

The Cuairman. They used to send it in before World War II very 
markedly ? 

Mr. Lone. That is right. At one time Russia made the statement 
that if any manganese is sold in the world we will sell it. Then they 
decided that they needed it for themselves. 

The Cuatrman. The point is that they are now conserving these 
metals for their own use and they are not shipping any of them into 
the free world so far as you know ? 

Mr. Lone. That is right. 

The Cuarrman. Are there any further questions ¢ 

Mr. Long, we thank you, sir, for coming to the committee again 
and for your very fine statement. 

Mr. Lona. Thank you, sir. 

The CuarrmMan. Our next witness is Mr. Robert B. Lea. 

Mr. Lea, will you please come forward and, for the purpose of the 
record, identify yourself by giving us your name, address, and the 
capacity in which you appear. 


STATEMENT OF ROBERT B. LEA, NEW HYDE PARK, NEW YORK, N. Y. 


Mr. Lea. Thank you very much, sir. 

I am Robert B. Lea, of Lake Success, Long Island, N. Y. I am an 
engineer and a retired executive of a large corporation. 

Having spent over 40 years of my life concerned with manufacture 
and sales throughout the world, I early gained a deep interest in the 
whole field of international relations and trade and so am devoting a 
good part of my time now to endeavors in the various lines concerned 
with international affairs. 

[ am deeply interested to find that many proposals are being brought 
before you to further limit and restrict our Government in its ability 
to intelligently negotiate reciprocal trade agreements. 

[ am not impressed by the arguments that we must be careful to 
protect our industries from an influx of foreign goods. Time and again 
during my 40 years in industry I have seen American equipment sold 
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in keen competition with that from abroad, either on the basis of 
performance, reliability, service, or prompter delivery rather than a 
price differential. 

Conversely, I have many times seen lower priced equipment brought 
into this country only to see it shortly pass out of the picture since it 
could not compete with ours in quality, performance, service, and 
reliability. 

Many corporations that intellignetly understand the workings of 
international trade are among the first to promptly license overseas 
companies, for they know that by the time these companies get into 
actual manufacture—which usually takes 2 to 3 years—the home com- 
pany here will probably have produced something better and probably 
cheaper. 

I am not so scared about the latter differential if it is put in its 
proper perspective. In many lines, our manufacturers can compete 
with equipment built with foreign labor receiving a much lower wage 
rate than ours. 

The equalizing factor, of course, is the justly renowned skill of 
American engineers and manufacturers to ingeniously methodize and 
design for large flow production. . 

This mere matter of producing in such large quantities gives us a 
price advantage which is the envy of the industrial world. 

I would suggest that it is much sounder public policy to provide some 
form of temporary aid to import injured industries rather than to in- 
sert into the law more restrictions on imports. This would give time 
for industry to redesign for perhaps what might be some wholesome 
new competition, or to branch out into new lines. 

How refreshing to see American companies coming out with im- 
proved design sewing machines after American women took so quickly 
to the ingenious sewing machines which started pouring in here after 
the war. 

We are rightly spending increased amounts in rehabilitating our 
citizens who have suffered grave injuries. I know many of these 
people from my work on several committees. They are an inspira- 
tion in their ability to learn new trades and adjust to new conditions. 

I am sure American industries can develop this same flexibility 
when they are not pampered by high protective tariffs. 

I might say here, though, that some of our committees have proved 
this with insurance companies. A man is declared totally disabled 
and given a lot of money for several years. We find jobs that he can 
do for other people, but he just refuses to accept them. 

Competitive economy has been the basis of the United States’ great 
forward surge. This competitive economy is really the secret of much 
of our startling success. 

In such an economy it is axiomatic that business must either meet 
competition or get out of business. Our domestic businesses are now 
geared to make these adjustments at an even faster rate. 

I believe, therefore, that most of the firms who complain that they 
can’t meet foreign competition are trying to rationalize their own 
failures and hide their weaknesses. 

If we heed these complaints, we are liable to destroy our vigorous 
competitive ability. 
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I would be shocked to see you try to hamstring our Government 
by limiting the Trade Agreements Act to less than a 5-year term. 
The countries which have wisely grouped together in Europe are 
planning to gradually reduce tariffs one to another during this 5-year 
period and establish a common tariff against the outside world. 

If the extension were for 3 years or less, our negotiators would 
spend nearly all of that period in careful preparation for negotia- 
tions to try to reduce the common market external tariff. 

Just when negotiations were about to take place, or had just begun, 
the legislation would be about to expire, leaving the negotiators in 
the dark as to what our foreign trade policy was going to be. 

The other negotiating countries would be even less informed on 
this matter. Such a situation would be a sad commentary on Amer- 
ica’s reputation for businesslike methods. 

It would also place our country at a great disadvantage in trying 
to keep in-step with the fast-moving pace of economic developments 
abroad. 

We are in keen competition now with Russia as never before. By 
concentrating in certain areas of development, they have in a single 
generation made remarkable strides in manufacturing procedures. 

I am reminded of a report I heard 2 years ago from a group of 
engineers who had just come back from seeing a ball-bearing factory 
with completely automatic machinery, including even the electronic 
inspection and the wrapping of the ball bearings in protective greased 
paper at the end of the operation. 

The Russians, as we know, are making a great impression on the 
underprivileged people by these advances, and they are offering their 
goods and their technical aid on more generous terms and in greater 
quantities than we are. 

I have been attending some of the technical assistance sessions at 
the United Nations, and while this is not relevant to the bill you are 
considering, I cannot help but report that I am somewhat ashamed 
of the meager technical assistance we are contributing in both money 
and men for the size and wealth of our country, when I compare it 
with, for instance, what Holland and the Scandinavian countries are 
doing. 

Both a free flow of goods and a free exchange of ideas are one of the 
best guaranties of peace. I feel so strongly the importance of more 
intimate contact with people overseas that I am shortly undertaking 
a trip to a number of countries in Europe and the Middle East. 

I will be visiting, among others, the engineering colleges, talking to 
their professors and students and trying to meet as many as possible 
of the fine young men who had previously come here to study. 

Many friends bear me out in the importance of this, since we are 
now educating in this country some 8,000 engineers from overseas, but 
are doing little to continue their interest in our country and the sub- 
jects they study here. 

Thank you, gentlemen, for the privilege of appearing before you 
and expressing one individual’s strong convictions of the importance 
of not restricting our Government in its efforts to promote sound 
economic growth in this country and to maintain and develop our 
trade with the rest of the world. 
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The Cuamman. Mr. Lea, we thank you, sir, for coming to the com- 
mittee and giving us the benefit of your views. 

Are there any questions of Mr. Lea? 

Mr. Sapuak. Mr. Chairman, I have one question. 

At the conclusion of your statement, Mr. Lea, on page 4, the last 
paragraph, I quote you, sir: 

Many friends bear me out in the importance of this, since we are now educat- 
ing in this country some 8,000 engineers from overseas, but are doing little to 
continue their interest in our country and the subjects they study here. 

Would you comment further on that. Do we include this group 
among all of the engineering students in the United States? 

There is so much talk about our being behind in scientific graduates 
and engineers. Do our figures of United States annual graduates 
include 8,000 who are not going to stay here anyway. 

Mr. Lea. There are some forty-thousand-odd students which are 
coming now each year from abroad to study here. Of that number, 
the largest single area, particularly is engineers. They come from 
these various countries to study here. 

Of course, the interesting thing to me is that an increasing num- 
ber of these students through their government or scholarships are 
able to pay a good part of their own way. Then they go back to their 
countries from which they came. 

My point is that they can be engineering students. 

I happen to be a member of four engineering societies and they 
attend student-body meetings and so forth. They do not get the jour- 
nals; they do not have the contacts which they would have if they 
were here. They cannot afford to join our engineering societies and 
so forth. 

A certain percentage do stay. 

I am going to visit more of our own colleges and I have some people 
doing that. I understand that a larger percentage, of course, would 
like to stay here, but, naturally, it is Raiudile that they go back 
home. 

I remember during the war I was giving my services, helping any 
way I could technically, and in Sardinia, I came across a boy who had 
gone over as a youngster and Mussolini had caught him and he was 
in the youth movement. Lucky for him he was captured. Well, he 
spent half an hour saying he wanted to get right out of Italy. I spent 
a half hour telling him he should stay here because he could do more 
good because he had seen America and saw what we stood for. 

That is what we hope, that is what we hope, that we can continue 
their interest in our way of life. 

Mr. Saptak. Of all the engineering students that we claim we are 
educating, approximately 8,000, according to your figures, are included 
in that number, from whom we have no appreciable scientific or engi- 
neering benefit because they return to their respective homes in other 
lands. 

Another phase of your testimony is that we are doing little to con- 
tinue their interest in our country. I am baffled by that, frankly, 
because I read of these students coming in from all countries, how 
nicely they are being received, they are taken into American homes, 
they are taken in for Sunday dinners. 


| 
| 
| 
| 
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Mr. Lea. That is correct. am only concerned with when they 
get back home. I am only ie up the matter of the engineering 
students. 


I hope others will take up the students. A great deal is done for 
them here, and very wisely and more is being planned. 

I see your point, that 1s correct, that we have to subtract 8,006 
from the number of engineers we are now training. 

Mr. Saptax. There have been some instances, Mr. Lea, wherein 
these foreign students, noncitizens, if you please, who, after they 
come here for the purpose of education, did not want to go back to 
their respective countries, and applied to individual Members of 
Congress to help them to be able to remain here as permanent resi- 
dents and become American citizens. 

They are very reluctant in many instances to go back to their 
respective countries because they cannot make the kind of money 
they can make here as engineers. 

Mr. Lea. That is correct. 

The Cuatrman. Again we thank you, sir, for coming before the 
committee. 

Our next witness is Mr. Carson Adkerson. 

For the purpose of this record, will you identify yourself and give 
your name, address, and the capacity in which you appear. 


STATEMENT OF J. CARSON ADKERSON, PRESIDENT, AMERICAN 
MANGANESE PRODUCERS ASSOCIATION, WASHINGTON, D. C. 


Mr. Apxerson. Mr. Chairman and members of the committee, I am 
J. Carson Adkerson, from Woodstock, Va. 

I appear as president of the American Manganese Producers Asso- 
ciation, including myself as an individual operator in manganese. 

It has been my pleasure to appear before this committee from time 
to time since 1929. In each instance the subject has been manganese. 

Manganese is essential in the manufacture of steel. There is no 
substitute. We use only 14 pounds of manganese per ton of steel, 
but without that 14 pounds there could be no steel. Our steel mills 
would close. 

On my first appearance before this committee in 1929, I called the 
attention of the committee to the fact that Russia was dumping man- 

ganese into the United States, not for the purpose of trade, but for 
the purpose of preventing the development of manganese ’ deposits 
in the United States. 

I warned that the time would come when the United States needed 
manganese most Russia would cut us off. That prediction has come 
true. 

We have had no shipments of manganese from Russia since 1950. 
We now get a larger part of our manganese from India, Brazil, and 
Africa, all long sea hauls, which in an emergency could be cut off 
overnight. 

We now consume approximately 214 million short tons of manga- 
nese orea year. We produce about 365,000 tons, or say, approximately 
15 percent of our needs. 

It is impossible for the producers in the United States to compete 
with ores imported from foreign countries for the reason of the 
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differential in wage scales in the United States and foreign countries. 

At the present time we are operating largely under a premium 
price plan which was put into effect in 1952. When that program 
ends we will again be facing a period of shutdown such as happened 
after every emergency. 

The tariff on manganese, as provided in the Tariff Act of 1930, was 
1 cent per pound on metallic manganese contained in ore. ‘The tariff 
has been cut twice. It was halved in 1935 and halved again in 1948, 

So that now the tariff is one-quarter cent a pound, not on the ore, 
if you please, but on the metallic manganese contained in the ore, 
which means that to the steel industry the cost today is 314 cents per 
ton of steel. 

I am convinced of the fairness of this committee and we hope that 
this committee will find ways to leave the door open for the manganese 
industry to obtain tariffs if and when other avenues of relief are not 
open to us. 

I shall be glad to answer any questions. 

That concludes my statement. 

I have here a prepared statement which contains the facts of the 
industry in brief, and I would like to submit that as a part of my 
remarks for the record. 

The CuatrmMan. Without objection, Mr. Adkerson, your entire 
statement will appear in the record. 

(The statement referred to follows :) 


STATEMENT OF J. CARSON ADKERSON, PRESIDENT, AMERICAN MANGANESE PRODUCERS 
ASSOCIATION 


The American Manganese Producers Association, composed of domestic pro- 
ducers of manganese ore, was organized in 1927 for the expressed purpose “to 
further the production, beneficiation, and use of domestic manganese-bearing 
ores.” 

This statement is presented in behalf of domestic producers of manganese ores 
including myself as an individual operator in manganese. 

Since World War I manganese has been known as the No. 1 strategic mineral. 
It is essential in the manufacture of steel. There is no known substitute for 
manganese. Without manganese there can be no steel. We use only 14 pounds 
of manganese in a ton of steel but without that 14 pounds our steel mills would 
close. 

We consume approximately 2,250,000 tons of manganese ore a year and produce 
approximately 330,000 tons, or say 15 percent of our needs. 

Manganese or (35 percent or more manganese) imported into the United States 
from January through November 1957 was as follows: 





Short tons 

a aise tacpisgilvmnciimeenresoonpunenititubdaanaabis 642, 936 
i cite han 5 lies hea cadiea delat Rial ib nek at Slab bee bbe ihn dik binebotnidelmaiebinbed it 630, 572 
ee lacbensgehegsumnepnseetnenenippinhs Racibanmnpbbenn 214, 584 
NR eh I ha a in halides cave cng scenes areas ce a dehinem caceien meus 200, 325 
IT a i Sasa ch iat in cgnembseecisoembsSeidib cimeligstohon 199, 614 
ON eRe ree Aiea eke eee ed a ik ee 154, 755 
I hd gh cid i clin ice he wig ed diehenche casi 128, 674 
Nee sas scemesriigpesiniepeeniangns tomb 237, 732 
a a Scans het bcie vib ibued 2, 409, 192 


Except for Cuba and Mexico, all are long sea hauls which, in an emergency, 
could be cut off overnight. 
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Manganese ore supply, consumption 


[Over 35 percent manganese, short tons] 

















| United General imports 
States | Consump- 
Year mine ship- tion of ore 2 
ments Ore Ferroman- 
ganese ! 
6 Ait ocak ene a lain taints liane hitmen ene deals Diese 157, 536 3, 500, 986 252, 012 2, 195, 742 
BEG. cob nccudsine cua suaiadetws tue Sales dteedcabee 206, 128 2, 165, 694 116, 088 1, 740, 648 
Bi likin hibindes chbmimbbe ahd dite, itches tbe iokddl 287, 255 2, 088, 427 242, 658 2, 109, 623 
NI. 6 50. spats livin encdibustieebpeepibdegs dchdoncedelic Hanieioe 344, 735 2, 235, 435 488, 436 2, 264, 159 
SE Fick aden teiedcemp ete spbnedepheenanbbelnaid | 365, 000 3, 000, 000 400, 000 2, 350, 000 


1 In terms of ore. 
2 Ferromanganese not included. 
3 Estimated. 


Source: U. S. Bureau of Mines figures. 


It takes years to develop mines, build plants, and bring forth production of 
manganese. After an emergency starts it is too late. The only time to develop 
manganese production is during peacetime when time, manpower, and materials 
are available. 

During the years 1941-45 manganese ores were shipped from mines in 27 
States in the United States as follows: 


Alabama Minnesota South Carolina 
Arizona Missouri South Dakota 
Arkansas Montana Tennessee 
California Nevada Texas 
Colorado New Mexico Utah 

Georgia North Carolina Virginia 

Idaho Oklahoma Washington 
Massachusetts Oregon West Virginia 
Michigan Pennsylvania Wyoming 


Shipments from mines in some of the areas were of course small, but the 
record shows the widespread occurrence of domestic manganese deposits. Con- 
tinued production from any of these localities may be expected as soon as condi- 
tions justify the expenditures necessary for installations to raise the manganese 
content of the ores. 

Lest we forget, for years we leaned on Russia for the bulk of our manganese 
ore. In 1949 she slowed down shipments to a dribble. She simply put the 
squeeze on us. As far back as 1927 I warned that this would happen; that Rus- 
sia was using cheap manganese as a strategic and political weapon to make us 
dependent on her and stifle United States production. But nobody listened, 
even when Russia dumped manganese here in depression years. Instead, under 
the reciprocal trade agreements the United States cut the manganese tariff in 
half in 1935. In 1938 the tariff was halved again. Most United States mines 
were abandoned and allowed to collapse. Of more than 100 mines under develop- 
ment in 1930, less than a dozen were still open when war broke out. Of 
131 wartime mines operating in 1944, only 10 were open in 1946. Most pro- 
ducers had the markets withdrawn without warning and were left holding 
the bag. Many lost their shirts, and have never been paid even their cash 
expenditures. 

The result of the manganese tariff cut in 1985 was the abandonment of a 
number of manganese mines in the United States. Many new developments 
which might have gone forward during the critical years 1935 to 1940, when 
other nations were preparing for war, remained idle. 

Beginning with World War I we have been through three war periods with 
consequent shortages of manganese. We barely squeezed through. with our 
manganese supplies. The cost of obtaining overseas supplies during a war, 
with the cost of the Navy and Air Foree in guarding the movements of ore and 
the loss of ships and seamen, is an entirely different figure than the price paid 
to the producer, 
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Oliver C. Ralston, Chief Metallurgist of the United States Bureau of Mines, 
testified before the Senate Interior and Insular Affairs Subcommittee on April 
12, 1955, to the effect that for manganese “in wartime we can afford four times 
the price you normally pay” in order to get the necessarv supply. 

During each emergency, domestic manganese producers have been called 
upon to develop and produce. Each time when the emergency was over and 
the situation had eased, the rug was pulled from under the producers. 

The tariff of 1 cent per pound on metallic manganese contained in ore, as 
provided in the Tariff Act of 1930, was cut 50 percent in 1935 and again 50 
percent in 1948 so that the tariff now is only one-fourth of a cent per pound. 

An average of 14 pounds of metallic manganese is consumed for each ton 
of steel produced. A tariff of 1 cent per pound on metallic manganese in ore, 
as provided in the Tariff Act of 1980, means an added cost of 14 cents in the 
cost of a ton of steel; and the present tariff of one-fourth of a cent per pound 
on metallic manganese means an added cost of 3% cents in the cost of a ton of 
steel. 

So far as tariffs are concerned, the peril point in manganese has been reached 
and passed. Without the present special Government market and price there 
would be no new manganese developments underway in the United States today. 

Under authority granted by Congress in the Defense Production Act of 1950, 
as amended, the General Services Administration, in order to stimulate develop- 
ments in the United States, is now buying high grade manganese ores from 
small producers at a price of $2.30 per unit (22.4 pounds), 48 percent manganese 
base, in carload lots, f. o. b. any small producer’s shipping point. This has 
resulted in increased exploration and production of manganese ores in the 
United States. 

On account of the high cost of labor in the United States as compared with 
the low cost of labor in foreign manganese producing countries, without tariff 
protection or a difference in price of the ore, few if any manganese mines in 
the United States could operate. 

In evidence of labor costs and working conditions in some manganese pro- 
ducing countries of the world, reference is made to testimony of Harold BE. 
Stassen, Director of Foreign Operations Administration, before the Senate 
Foreign Relations Committee on April 9, 1954, wherein he stated as follows: 

“The raw materials come from inside the total Soviet area; that is, that vast 
land complex of the Soviet area has within it just about every mineral and 
material that there is and to bring it out of the earth they maintain huge 
concentration camps of slave labor under extreme conditions to bring the 
minerals and metals, materials, out of the earth.” 

It is believed that production of manganese from domestic sources could be 
gradually increased over a period of years to meet certainly 50 percent and 
possibly all the needs of the United States for many years, at prices for the 
ore that will not increase the cost of steel ingots as much as $1 per ton. This 
seems to be a small price to pay for making the United States independent of 
foreign sources of supply. 

In order to insure the continued development of domestic manganese produc- 
tion, producers need to have restored to the industry the full measure of pro- 
tection contemplated by Congress in the Tariff Act of 1930, plus such increases 
in the tariff or other actions as may be necessary to maintain a continued 
healthy expansion in the industry. 


The Cuarrman. Mr. Adkerson, what is the present world price of 
manganese ? 

Mr. Apxerson. The present world price of manganese, delivered 
in the United States, is about $1.35 a unit, plus the tariff, which is 
about 5 cents a unit. 

The Cuarrman. It amounts to $1.40? 

Mr. Apkerson. Something like that. 

The Cuamman. The premium price you referred to, however, 
under the stockpiling program, is $2.30 ? 

Mr. Apxerson. Yes. 

The Cuarrman. Mr. Simpson will inquire. 
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Mr. Srmpson. I wanted to inquire about the disparity between 
our annual consumption estimated at 214 million tons and our annual 
domestic production of about 330,000 tons. 

Keeping in mind the fact that many mines have been closed down 
since 1935, and the fact, as I understand, new developments have not 
been going forward, would you express an opinion as to whether, if 
the price were sufficiently attractive, there is a potential source of 
manganese in the United States that has not been searched out? 

Mr. Apxerson. There has been developed in the United States a 
potential tonnage—not developed, but located—which it is estimated 
will run to many million tons. That is ore that will run around 10- 
percent manganese. 

We have developed processes under the encouragement of the tariff 
and purchase programs, whereby that ore can be recovered, ofa grade 
to meet the market specifications of the United States. 

Now, we estimate in this brief that at a cost not to exceed $1 per 
ton of steel ingots that at least 50 percent, and in time, if needed, all 
the needs of the United States could be met from the deposits within 
the United States. 

We do recommend that we supply a part of that so that we may 
keep a substantial nucleus of domestic manganese industry going at 
all times for the economic welfare of the United States. 

Mr. Srupson. In the event of the emergency, making it impossible 
to get annual requirements from Brazil, India, and others, how long 
would it take to open up the deposits to which you refer and get them 
into production to meet our current demands, forgetting for the mo- 
ment the stockpile ? 

Mr. Apkerson. It is generally estimated that it will take about 5 
years. 

Mr. Stmrson. About 5 years? 

Mr. Apxerson. Five years. 

Of course, it has increased under this premium-price program now. 
That program is for the small producers only. It has increased from 
157,000 tons to 365,000 tons, from 1953 to 1957. 

But what I emphasized and what I want to again emphasize is 
that it takes time to develop manganese deposits and to build a plant 
to treat the ore. It cannot be done after the emergency starts. 

That is what I have emphasized before this committee every time 
I have appeared before it since 1929. The results have proven true. 
_ Mr. Stupson. In your judgment is a duty increase required or is it 
required that we have a quota. 

Mr. Apxerson. Whatever is necessary to give us the results. We 
had a duty in 1930 of one cent a pound. But Russia came right over 
that tariff wall and closed every manganese mine in the United States 
by dumping. 

I again appeared before this committee in 1930 and recommended an 
embargo. 

Mr. Stmpson. If we place a proviso in this bill that the President 
would be authorized under certain circumstances to increase the rate 
50 percent over the 1934 rate, it is my understanding it would not 
give nearly sufficient protection. 

Mr. Apxerson. That is true. It should be more than that. 
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Mr. Suwpson. An alternative would be to authorize or to actually 
impose a quota which would leave as a certainty the amount to be 
brought in. 

That is all I have. 

The Cuamman. Mr. Adkerson, just one further point. The diffi- 
culty with the present situation, as I understand, in manganese, is 
the requirement for a rather sizable investment in plant and equip- 
ment to beneficiate domestic ores before they can meet the test of the 
ferromanganese kiln of metallic content. In other words, what we 
have in the United States may run 10, 12, 15, 25, 30 percent, but in 
order to sell that we have to beneficiate it to where the metallic con- 
tent is around 40 percent. 

In order for a private individual to be justified in the development 
of such a plant for beneficiation purposes, it is necessary that he have 
some knowledge of the possibility of a market for his product for 
sufficient length of time to justify the expenditure; is that not true? 

Mr. Apxerson. That is absolutely correct. 

The Cuatrman. And the difficulty in the past has been that even in 
connection with the stockpiling program we have never had assurances 
of a continuing market of sufficient duration to justify as much in- 
vestment of capital in the beneficiation process and plants as would 
have occurred or should have occurred if we had had a longer period 
for market ? 

Mr. Apxerson. That is correct. 

The Cuarman. You and I have argued before other committees 
of Congress that the essence of this is a continuation for a longer 
period of time of a program that will supply knowledge of a market 
for a longer duration than we have had in the past. That is essential 
now. 

Mr. Apxerson. That is correct. 

The Cuatrman. Are there any further questions? 

Mr. Kina. I have one, Mr. Chairman. 

The Cuarrman. Mr. King. 

Mr. Kine. No doubt you have had applications before the Tariff 
Commission, Mr. Adkerson ? 

Mr. Apxerson. We went before the Tariff Commission after the 
tariffs were cut and again the last time when the cut in tariffs was 
proposed, with no results. 

Mr. Kine. How about the office of ODM? 

Mr. Apxerson. Of course, we went to the office of ODM earlier in 
seeking the program for the premium price plan which is now in 
effect. " 

Mr. Kiva. It just seems to me, Mr. Chairman, not only from Mr. 
Adkerson’s testimony, but the gentleman who appeared on behalf 
of tungsten, if what they say is true, there seems to be some dereliction 
in the executive departments of the agencies responsible for this 
situation. 

The Cuatrman. As the gentleman from California knows, the pro- 
gram of stockpiling is dependent upon decisions within the executive 
department as to what is required with respect to each of these 
minerals. 

It has been my thought that at least with respect to manganese, a 
mineral about which I know a little bit more than I do about some of 
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the others, that the goal for stockpiling purposes has been set at the 
very minimum requirements and not at anything like reasonable re- 
quirements such as I believe the Congress had in mind in enacting 
the stockpiling program. 

Is that your view also, Mr. Adkerson ? 

Mr. Apkerson. That is correct. 

The Cuamrman. Are there any further questions of Mr. Adkerson ? 

Mr. Kine. That still bears out my feeling that the responsibility 
of it lies with the Executive. I am particularly concerned here with 
the statement of the gentleman who is concerned with tungsten, who 
asks that this act not be continued. 

It poses a rather serious situation for members of this committee, 
particularly since he is a man with long experience. 

These gentlemen have been appearing here before this committee, 
by their own statements, for many years, and it seems that somewhere, 
somehow, a matter as important as the matters they discuss here 
should have been on the way to being resolved. 

That is all. 

The Cuatrman. Are there any further questions of Mr. Adkerson ? 

Mr. Adkerson, we thank you for coming before the committee and 
advising with us on the problems of the committee. 

Mr. ApKeErson. Thank you, Mr. Chairman. 

The Cuatrman. Without objection, the committee will recess until 
2 o'clock this afternoon. 


(Thereupon, at 12:25 p. m., the committee was recessed, to reconvene 
at 2 p.m., same day). 


AFTERNOON SESSION 


The Cuarrman. The committee will please come to order. 

Our next group represents the Export Managers Club of Chicago. 
Would you gentlemen, Mr. Hofstetter, Mr. Darrah, Mr. Rudis, Mr. 
Schimmel, and Mr. Wolfson, please come to the witness table. 

Is it your purpose for one of you to use the 20 minutes, or for 
all of you? 


Mr. Horsrerrer. We would like to testify as a group, Mr. Chair- 
man. 


STATEMENT OF CHARLES A. HOFSTETTER, EXPORT MANAGER, ACE 
FASTENER CORP., AND PRESIDENT, EXPORT MANAGERS CLUB 
OF CHICAGO 


Mr. Horsrerrer. Mr. Chairman and members of the Committee on 
Ways and Means, my name is Charles A. Hofstetter. I am export 
manager for Ace Fastener Corporation, manufacturers of stapling 
devices and staples in Chicago. I am here as president of the Ex- 
port Managers Club of Chicago to testify in favor of renewal of the 
Trade Agreements Act. 

The club was founded in 1919 and incorporated in 1927. Its 630 
members represent the exporting industries as well as transportation, 
banking, insurance, and other auxiliary services in the heartland of the 
Middle West where an estimated 40 percent of United States exports 
originate. 

I am submitting two copies of the club’s membership roster with my 
written statement. 
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In my testimony I wish to deal first with some of the broad aspects 
and implications of H. R. 10368, and secondly, with the specific recom- 
mendations which our board of directors has adopted in a resolution 
on this legislation. The four members of the club who will follow me 
immediately on the witness stand will deal with the benefits their com- 
panies or industries have derived from our basic trade law. 

Other witnesses who have preceded me have testified that the Trade 
Agreements Act must be extended so we can meet the challenge of the 
Russian trade offensive and protect our interests in the European 
common market; that it must be extended also to save the jobs of the 
414 million Americans who make their living from foreign trade, and 
to maintain our exports as the indispensable wherewithal for a long 
list of vitally needed imports without which our economy would col- 
lapse. 

WTrdaseeaditig all these weighty reasons, however, is the crucial 

test whether government of the people, by the people, for the people 
has the capacity to create, in cooperation with other democratic na- 
tions, an efficient system of world trade incorporating the principles 
of private enterprise. Such systems as we have had in the past were 
based either on military power or on a preponderance of political 
ower. 
The great era of world trade that followed the industrial revolu- 
tion, and that was dominated by Great Britain, came to an end in 1931, 
after enactment of the Hawley-Smoot Tariff Act. Two years later 
it was propped up and carried along by American assistance in the 
form of a currency stabilization fund, until World War II wrote finis 
to free-wheeling multilateral trade based on currency convertibility, 
for all practical purposes. 

Today Government controls over the movement of goods across 
international boundaries are still near the all time high since the 
Middle Ages, and some 90 percent of the world’s population are 
effectively barred from travel outside their own countries because 
they do not have the right kind of money for that purpose. And 
all this in an age when man-built vehicles can circle the earth in less 
than 2 hours, and when the most powerful governments are absorbed 
in problems of outer space and worried about who is going to get to 
the moon first. In an age, too, when the average traveler can reach 
the remotest points on the globe in 45 hours and, in just 1 more year, 
in 30 hours. 

To be sure, we and our allies went to work early to repair the 
broken-down trading system based on the gold standard. That was 
the purpose of the Bretton Woods Conference in 1944. 

By 1947 it had become apparent that, in addition to the Interna- 
tional Monetary Fund and the World Bank, a direct approach to 
trade problems was needed, and GATT, the General Agreement on 
Tariffs and Trade, was organized. All this was done at the instiga- 
tion and under the leadership of the United States. 

Over the years, however, this leadership grew weaker, partly be- 
cause of our preoccupation with the cold war against the Communist 
bloc and partly because of the rise of restrictionism without our own 
country. And thus, while we were still paying lip service to the official 
objective of working toward an integrated world economy, little if any 
headway was made. In fact, with the break-up of the large colonial 
empires, the trend was actually reversed, and competent observers 
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talked of a disintegration of the world economy. Meanwhile, the 
two giants among the nations, the United States and the Soviet Union, 
grew stronger economically, and more powerful militarily. 

In the face of this situation, France, Germany, Italy, Belgium, 
Holland, and Luxembourg decided to create the European Common 
Market, with a population of 165 million. If the contemplated free 
trade area is linked up with it, there will come into being an inte- 

rated economy of 270 million, and this will set off a race to tie up 
the markets in Asia, Africa, and Latin America. Some of this will be 
good, but most of it will be bad, for the American exporter. 

Manufacturing abroad is only a partial solution, unless a high 
volume of trade can be maintained, permitting the repatriation of 
»rofits and capital. Nor would it help matters if we started a regional 

loc of our own, because the very magnitude of the United States 
economy demands access to the sources of supply, as well as the 
markets of the world. That is why the principle of equality of 
treatment has always been the cornerstone of America’s foreign trade 
policy. 

What, then, is the answer ? 

The answer is that statesmanship of the highest order is required 
in the Congress to pass legislation under which the United States 
can reassert its leadership and revitalize the processes designed to 
restore a worldwide multilateral trading system. 

Specifically, we urge the Congress to extend the Trade Agreements 
Act and that, in its final form, it provide that— 

1. Its objective be a balanced increase of both exports and im- 
ports; 

2. Its term be 5 years; 

3. The President be empowerd : 

(a) to reduce present duty rates, at his discretion, the 
equivalent of 5 percent per year over a 5-year period; 

(5) to lower to 50 percent any ad valorem rate presently 
in excess of that percentage ; 

(c) to raise, when in his discretion such action is found to 
be necessary following escape-clause investigation, the rate 
of present duty to a point no higher than the rate in effect on 
January 1, 1945. 

These are the provisions of the pending legislation which we feel 
are of particular importance, and we hope they will have your serious 
consideration. 

I thank you. 

The Cuarmman. Mr. Schimmel, you may proceed. 


STATEMENT OF ERNEST L. SCHIMMEL, VICE PRESIDENT, BELL & 
HOWELL CO., CHICAGO, AND PRESIDENT, BELL & HOWELL 
CANADA, LTD., TORONTO, AND VICE PRESIDENT, EXPORT MAN- 
AGERS CLUB OF CHICAGO 


Mr. Scuimmen. My name is Ernest L. Schimmel; my position, vice 
president of Bell & Howell Co., Chicago, and president of Bell and 
Howell Canada, Ltd., Toronto, a subsidiary of Bell & Howell, and 
vice president of the Export Managers Club of Chicago. 
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I am in charge of all international operations of my company, 
manufacturer of photographic products. I have been granted a few 
minutes to give you my point of view regarding the renewal of the 
Trade Agreements Act. 

It is absolutely necessary for the continuation of a high level of 
export business that the Trade Agreements Act be renewed, prefer- 
ably for 5 years. 

As the president of my company, Mr. Charles H. Percy, explained 
to you at length on January 24, 1955, at the occasion of the introduc- 
tion of the Cooper bill, H. R. 1, which was written into law in the course 
of that year, that not only the future of American international busi- 
ness but the friendship of other nations depends on whether we give 
wholehearted support or only lip service to international trade. 

Bell & Howell trades in 68 countries of the world and, in addition 
to British-made products, we export from Chicago about 10 percent 
of our entire production. 

Our plants employ about 4,000 people, and I estimate that at least 
300 owe their livelihood to international trade. It is said that about 
41% million people make a living with export operations. Only if we 
have a tool to negotiate with other countries can these people be sure 
they have a job. 

As I said, we export about 10 percent of our production but we 
could do a good deal more if foreign countries had lower duties than 
now applied. For instance, Brazil just increased its duties on our 
products from 10 to 20 times. 

We could also do a good deal more export if the duties levied in the 
United States on products on which some South American and other 
countries are dependent could be lowered. One example, Uruguayan 
wool and the impending copper, tin, and lead tariff. Practically all 
South American countries, except Venezuela, are now without dollars 
because of our import barriers, either through tariff or quota. 

We need a continuation of the Trade Agreements Act in order to 
prevent countries like Uruguay to sell all its product to Russia and 
ultimately accept her doctrines. We need the Trade Agreements Act 
to tie the South American and European countries to our bandwagon. 
It seems to me that it makes more sense to buy a few billion dollars 
more than to give money away, and the Trade Agreements Act is an 
instrument to do this on an equitable basis. 

I travel every year to many countries, and I can say that I have 
seen the good will of America deteriorate from year to year. 

In 1946 the American stood on top of a pedestal and was admired 
by all our allies. Today a sarcastic smile is the answer when I try to 
explain the reason why we give billions away to foreign countries, 
but we put a quota on Dutch cheese and British woolens and up the 
duties on wool and ores. 

The renewal of the Trade Agreements Act for a period of 5 years 
will be the proof to our foreign friends whether we mean to help them 
or whether we only want to give lip service to their needs. 

Thank you very much. 


The Cuatrman. Mr. Wolfson. 
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STATEMENT OF J. THEODORE WOLFSON, PRESIDENT, MAREMONT 
INTERNATIONAL CORP., AND DIRECTOR, EXPORT MANAGERS 
CLUB OF CHICAGO 


Mr. Wotrson. I am J. Theodore Wolfson, president of Maremont 
International Corp., and a director of the Export Managers Club of 
Chicago. Maremont manufactures a broad line of automotive prod- 
ucts for all types of vehicles, including mufilers, springs, brake lining, 
bearings, and clutches. 

You have already heard that exports last year reached the $20 
billion level, but to fully appreciate the importance of this volume 
of business to our economy, it bears mentioning that exporting is 
today the largest single business in the United States. This phenom- 
enal growth ‘has been made possible, among other factors, by the 
Trade Agreements Act. 

The fact that $1 of our income out of every $10 is contributed by 
our export sales is of course significant, but even more important is the 
trend of growth our export sales have shown recently. 

During this past 5 years, while our total corporate sales increased 
more than 40 percent, our export sales multiplied 385 percent, almost 
10 times the rate of domestic sales. We have profited from this 
growth, not as a special-interest group, but rather as a small segment 
of the hundreds of United States industries which have shared in this 
phenomenal $20 billion export market. 

Furthermore, in the national interest our Government has en- 
couraged United States industry to invest private capital abroad in 
order to develop the have-not countries, to give them more dollars with 
which to purchase here and thus maintain our high level of export 
sales. 

We at Maremont are actively examining the merits of such invest- 
ment in some six countries at this time, but we are proceeding cau- 
tiously because we realize that without effective and long-term trade 
agreements legislation, many of these countries will be unable to earn 
dollars from sales in the United States with which our earnings in 
their local currency can be converted and repatriated in United States 
dollars. 

In conclusion, gentlemen, we advocate passage of the Trade Agree- 
ments Extension Act of 1958, without the addition of crippling amend- 
ments. We recognize that certain hardships might result for a few 
industries today; but let us look to tomorrow, the overall welfare of 
the United States consumer and the national interest of the United 
States. 

Woodrow Wilson once said, “I would rather fail in a cause that will 
ultimately succeed than succeed in a cause that will ultimately fail.” 

To paraphrase Mr. Wilson, and with an enlightened outlook, let 
us suceed in a cause that must ultimately succeed. 

Thank you. 

The Cuarrman. Mr. Rudis. 








apr eretee 





970 RENEWAL OF TRADE AGREEME*.1S ACT 


STATEMENT OF ANTHONY J. RUDIS, PRESIDENT AND OWNER, 
ROCKWELL ENGINEERING C0., BLUE ISLAND, ILL., AND MEMBER, 
EXPORT MANAGERS CLUB OF CHICAGO 


Mr. Rupis. Honorable Chairman and members of the House Ways 
and Means Committee, my name is Anthony J. Rudis, president and 
owner of Rockwell Engineering Co. at 13500 Southwestern Avenue, 
Blue Island, Il. 

The Trade Agreements Act should be passed and put into effect for 
a longer term than 1 year; say a 5-year period. 

As a manufacturer of stee] products, making parts for agricultural 
equipment, and forging and fabricating steel products for the rail- 
road and heavy construction industries, we feel that the act has resulted 
ina preponderance of benefits. 

We must keep in mind that the original Trade Agreements Act was 
passed in 1934, at a time when the world was going through a period 
of economic readjustment, and the reason for the enactment of the 
act was for the main purpose of improving foreign trade relations 
and expanding American participation in world trade. 

In our particular business, the passage of the Trade Agreements 
Act will make it possible to sell our products to foreign markets, thus 
raising our suhirment figure of factory personnel because more 
products will be sold. We could expect a 50 percent increase in our 
sales. 

The passage of this act by Congress will focus world attention on 
America, as a bold leader in the field of foreign trade. As a Nation 
with tremendous resourcefulness and ingenuity, and with the produc- 
tive capabilities of keeping the per unit cost of product low which 
enables us to overcome the low cost labor competition of foreign 
countries, it is to our advantage to always maintain a leading and 
dominant position in world commerce, and not a secondary one or one 
of following others. 

Our need for flexibility in adjusting tariffs, when needed, is of the 
greatest importance to our country. We must act so as not to find 
ourselves blocked out by a high wall of tariff on our products, when 
other countries would be freely participating with one another. 

On my several trips abroad during the past 7 years, in discussions 
with business people and the average citizens of foreign countries, I 
found a tremendous desire for the purchase and ownership of 
American-made goods. The high quality and perfection of the Amer- 
ican product was known and desired. 

Therefore, we strongly urge and recommend that this session of 
Congress pass the Trade Agreements Act to be in effect for a period 
of 5 years. 

Thank you. 

The Cuarrman. Mr. Darrah. 


STATEMENT OF BERT DARRAH, EXPORT MANAGER OF RODGERS 
HYDRAULIC, INC., MINNEAPOLIS, MINN., AND MEMBER, EXPORT 
MANAGERS CLUB OF CHICAGO 
Mr. Darran. Mr. Chairman, fellow members, my name is Bert 

Darrah, export manager of Rodgers Hydarulic, Inc., Minneapolis, 


Minn., manufacturers of hydraulic equipment for the maintenance 
of crawler tractors and heavy vehicles used in the construction field. 


SE REE 








RENEWAL OF TRADE AGREEMENTS ACT 971 


We are a small Midwest firm employing only 164 people, and my 
purpose in appearing before this committee is simply to give you a 
factual and honest appraisal of the importance of foreign trade to us. 

Exports presently account for 14 percent of our annual gross sales 
of about $3 million. Export sales play an important m ultiple role 
with us. 

We have been able to maintain a high level of stable employment 
since World War II, chiefly because of the replacement of wartime 
production with exports. 

Exports help us to maintain a steady rate of employment during off- 
season lulls in domestic sales. 

Our current high rate of exports has helped us keep our labor force 
together during the past few months of recession in our trade. Asan 
example, during the months of November and December, last year, 
and January this year, our shop has worked over 50 percent on export 
orders. Without these export orders, serious layoffs would have been 
imperative during those months. 

Furthermore, in our business the ratio of the percent of labor to 
export dollar sale is higher than the corresponding ratio of labor to 
domestic dollar sale because we employ specialists to sell, to design, to 
produce, and to pack for export. The loss of our exports would also 
mean a similar loss of business to our suppliers of special steels, east- 
ings, and electric controls used in our production. 

We could easily triple our export business if it were not for the trade 
barriers and the shortage of dollars overseas. Nevertheless, we con- 
tribute our present healthy business mainly to a progressive United 
States foreign policy spearheaded by the Reciprocal Trade Act. Fail- 
ure of Congress to prolong this act or to cripple it in effectiveness with 
amendments will have an immediate and drastic effect on our firm. 

Abraham Lincoln once said, “God must have loved the common man 
because He made so many of them.” So it is with small American 
business firms. Gentlemen, God help us if you don’t. 

The Cuamman. Gentlemen, that completes your statements. 

Are there any questions? 

Mr. Baker will inquire. 

Mr. Baker. Do either of the firms represented by you depend on any 
Government procurement work abroad ? 

Mr. Scrummen. Yes; we have. 

Mr. Baker. In England? 

Mr. Scutmmen. No; in the United States. 

You mean Government orders ? 

Mr. Baxer. I said abroad. 

Mr. Scutmmev. No; not abroad. 

Mr. Baker. It was brought out here by the electrical manufacturers 
in a newsletter they could not do any bidding on Government procure- 
ment. jobs in Great Britain. Do any of you know anything about 
that? 

Mr. Rupis. What he might refer to, of course, is one of the Com- 
monwealth nations, not specifically electrical but the electrical was 
involved. 

The Australian Government was building a number of dams ant 
they are taking bids from American firms for construction and equip- 
ment, a dam project in Australia and Wales. 
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Mr. Baxer. You do not know anything about England itself? 

Mr. Ropis. Not England itself. 

The Cuarrman. Gentlemen, each of you engages sufficiently in the 
export business, I think, to tell me whether or not restrictions placed 
upon exports from the United States in the countries | of Europe gen- 
erally are less restrictive today than they were, say, 5 years ago. 

What j is your experience with that? 

Mr. Horsterrer. There has been some relaxation until just recently, 
but in the face of the business recession in the United States, a good 
many of the countries are again tightening up. They are just afraid 
of what is in store; they are afraid that their exports to us are going 
to be cut back. 

The Cuamman. What is the form of the present restriction that 
is being imposed? Is it in the form of licenses or what? 

Mr. Modermves: Yes; all these restrictions we are talking about, 
of course, are nontariff controls; there is no way that the Government 
can exercise control when there is a tariff. 

The Cuarrman. Until very recently, you had detected over a period 
of several years a relaxation ? 

Mr. Horstrerrer. Generally speaking; yes, sir. 

The CHatrman. You think the present revival of restrictions 
through licensing and so on in Europe may be due to their concern 
over what policy the United States will continue to follow? 

Mr. Horstetrer. There are two reasons. 

For industrial countries, that is the reason. Again, the raw mate- 
rials producing countries are earning less because of the drop in the 
price of most commodity markets today, which is the result of some 
surplus or gluts. So their earning power has been cut down. 

The Cuatrman. The dollars are not as readily available today as 
they were? 

Mr. Horsrerrer. That is right. 

The Cuarrman. Are there any further questions ? 

Thank you, gentlemen, for coming to the committee and giving us 
the benefit of your views on this subject. 

Our next witness is Mr. Earl McClintock. 

Please identify yourself for the record by giving us your name, 
address, and capacity in which you appear. 


STATEMENT OF EARL I. McCLINTOCK, EXECUTIVE VICE PRESIDENT, 
STERLING DRUG, INC., NEW YORK CITY 


Mr. McCurntocx. Mr. Chairman, my name is Earl I. McClintock 
of New York City. I am vice president of the Sterling Drug, Inc., 
and I am in charge of the foreign operations of that company. 

The Cuarrman. Will it be possible for you to complete your state- 
ment in 15 minutes, Mr. McClintock ? 

Mr. McCurntock. Yes, sir. 

The Cuarrman. Thank you. You are recognized. 

Mr. McCurntock. Our company manufactures pharmaceuticals as 
well as medicines which are sold directly to the public. The com- 
pany’s annual sales are approximately $200,000, of which more than 
35 percent are made abroad. It follows that we have a direct and 
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serious interest in the maintenance of the Reciprocal Trade Agree- 
ments Act. 

I have asked to appear before this committee because I believe in 
our system of free competitive enterprise. I believe it is our ad- 
herence to this economic philosophy that has brought to the United 
States the highest standard of living the world has ever known. 

There are today, and have been in the past, men of little faith who 
think we should borrow from the philosophy of the controlled eco- 
nomies and impose restrictions on the free movement of this remark- 
able mechanism. We will probably always have with us those who 
fear competition, but, fortunately for America, they are a small 
minority. 

What is good for our domestic economy is good for the interna- 
tional economy. I do not believe free competition should stop at the 
water’s edge. 

My faith in our economic system impels me to the conclusion that 
American producers calling upon their traditional initiative can suc- 
cessfully meet the challenge of any foreign competitor. And, more 
important, they will have struck a blow at the collectivist, monopo- 
listic form of economy. And make no mistake, the alternative to a 
free competitive international economy is international trade domi- 
nated by rival state trading organizations. Many of the dangers of 
such anarchy are apparent. Perhaps not so evident is the fact that 
it would lead to an increase in the international tensions that have 
too often in the past brought nations to war. 

Following Khrushchev’s declaration of economic war against the 
United States, Russia has recently accelerated its trade program. 
While the effect of this has been felt all over the world, perhaps the 
most sensitive point at which it has recently touched us is in this 
hemisphere. 

In the past few months, our daily newspapers have reported the 
arrival in the Western Hemisphere of various Soviet trade missions. 
In fact, the new Russian Ambassador to the United States is pri- 
marily an expert on trade and economics. 

Our good neighbors in this hemisphere prefer to trade with us. 
However, in order to live, they must trade, and if the alternative is 
no trade or trade with Russia, the answer is obvious. It does no good 
to point out to countries which must live by trade that the Russian 
system can only result in the economic penetration of their countries. 
At first blush a state collectivist system of international trade some- 
times appears to be more efficient than our free, competitive, private 
enterprise system. We know that our system fosters free economic 
development, but we must not foreclose the opportunity of our friends 
to choose between the two systems. 

I believe that the most ardent protectionists who do not believe that 
we can compete in the world would agree that strictly from a defense 
viewpoint we must maintain the family of good neighbors in this 
hemisphere. The erection of economic barriers is bound to weaken, 
if not destroy, the alliances which we enjoy with our neighbors. 

In other words, it is unreasonable for us to expect to maintain an 
economic go-it-alone philosophy and at the same time ask our neigh- 
bors to adhere to an all for one and one for all ideal with respect: to 
defense. 
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I can assure you that while all of our neighbors in this hemisphere 
will be most circumspect in not meddling in our legislative processes, 
each of their missions here in Washington is following these hear- 
ings with deep concern. 

Tt t might be possible for us to say we will abolish all foreign trade 
and retire behind an economic Maginot Line, notwithstanding that we 
are in fact a have-not nation with respect to many strategic 1 raw ma- 
terials, but if we should do so, it would be a serious slap to our Amer- 
ican neighbors. The last remains of the good neighbor policy would 
go down the drain. 

Few, if any, of our neighbors to the south have our own good for- 
tune to be possessed of a land rich in a variety of nature’s goods. They 
have traditionally, for better or for worse, ‘based pry economies on 
the raw materials available. They produce 1, 2, } products, such 
as coffee, bananas, cocoa, tin, copper, et cetera. i dental they also 
produce some things which we cannot do without. 

The effect of an increased American tariff on the products of any of 
these countries would result in hardship unimaginable in our own 
econom The uncertainty created by the year- -to- year extension of 
the reciprocal trade program has made it more difficult for them to 
plan their future development with the confidence and certainty re- 
quired of such programs. 

Under these conditions, we can hardly expect them to draw con- 
stantly upon their reservoir of good feeling toward the United States 
to maintain Pan-American solidarity, particularly when there now 
exists the lure of alternative promises offered by the Soviet Union. 

Let us face the fact that all of the reciprocal trade agreements with 
friendly nations would collapse if the act is not extended. A 1- or 2- 
year extension of the act would still leave our friends in a state of un- 
certainty, while a 5-year extension would indicate to them that our 
objectives are not short range and that we actually have a consistent 
policy with respect to our international agreements in the field of 
world trade. 

The growth of the American pharmaceutical industry since the war, 
expressed in terms of the development of new products as well as dol- 
lar sales, is one of the most striking developments of this period. 
Today names of such companies such as Winthrop, Lilly, Wyeth, 
Pfizer, Parke Davis, and Squibb, to name a few, are well established 
and enjoy the respect of the medical profession throughout the world. 

The American pharmaceutical industry is proud that through the 
products created in our research laboratories during recent years we 
have shown that a large part of American know- how and scientific 
skill has been directed toward safeguarding the health of mankind. 
We in the drug industry believe that the name of an American company 
on a lifegiving pharmaceutical product does more to create good will 
for the United States than sputnik has for the Soviet Union. The 
eradication of a crippling disease, such as malaria, creates a priceless 
friendship far beyond the economics involved. 

The pharmaceutical industry on the international level is a fine 
example of healthy competitive enterprise. 

In a single pharmacy in the Middle East, Southeast Asia, or Latin 
America, we may find the products of the United States, Switzerland, 
Germany, France, England, Belgium, and Italy. In this competition 
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the American companies, through enterprise and initiative, have been 
able to more than maintain their share of the market. 

It should be apparent that if we erect additional barriers against 
trade with the United States, our foreign markets will be obliged 
to turn to other countries which will supply their pharmaceutical re- 
quirements. The effect will be that the United States will lose the 
prestige it has gained from its association with advances in pharma- 
ceutical science. 

As I pointed out in the beginning, I believe that the reciprocal trade 
program fosters our internal economic well-being, aside from its effect 
on our defense program and our political leadership in the world. 

If we do not encourage the development of the free, competitive 
enterprise system in the world, who is going to do it? 

Do we believe that we should practice this system only in our own 
backyard ? 

If so, we will find ourselves hopelessly handicapped in meeting the 
Russian challenge. 

No Soviet official has suggested that Russia plans to use or advocate 
anything but its collectivist system in its attempt at economic penetra- 
tion throughout the world. The reconstruction of trade barriers by the 
United States would constitute a confession that we have less faith 
in our system than they have in theirs. 

Thank you, sir. 

The CrarrMan. Are there any questions of Mr. McClintock? 

Mr. Mason will inquire. 

Mr. Mason. Your thesis, in my opinion, sets up a strawman to be 
knocked down. So I want to try to clarify that a little bit. 

You talk about if we erect additional barriers we will offend out 
friends, and so forth and so on. What is the object of the bill before 
us? To erect additional barriers or to lower the present ones ? 

Mr. McCuryrocx. It certainly is not to lower the present ones. 

Mr. Mason. Why, it says there 5 percent for 5 years. 

Mr. McCuintock. But you still have control over that. The Exec- 
utive has control over that. 

Mr. Mason. That is not the point. The point is the objective of 
the bill is to bring about freer trade and lower tariff barriers. Why, 
then, talk about erecting additional barriers, offending our friends? 

You say most of the products that come in from South America are 
raw products. There are no tariffs on raw products. They can come 
in free. 

Mr. McCutnrocx. Mr. Mason, I heard this morning someone asked 
for a tariff on manganese, for instance. 

Mr. Mason. They are going to ask for it, yes. That is not in the 
cards on this bill. 

That is all. 

The Cuamrman. Mr. Eberharter will inquire. 

Mr. Esernarter. Mr. McClintock, at the present time there are 
many nations throughout the world who have restrictions on im- 
ports. We all have to admit that. 

Now, one of the main purposes of this bill is that if the United 
States reduces any present barriers that it has, these other countries 
will make concessions to us with respect to their imports and thereby 
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they can import from the United States. Is not that one of the main 
themes of your statement ? 

Mr. McCurntrock. Yes, sir; and Mr. Eberharter, if I may say, I 
think that most of the restrictions placed upon imports abroad are 
because of lack of dollar exchange and not in the name of protecting 
their local industries. 

Mr. Evernarrer. Yes. In other words, one of the main purposes 
of this bill is to get concessions from other countries as well as to 
lower our own import tariffs. It is not a one-w ay street. 

Mr. McCurnvock. In order to increase our imports and also our 
exports. 

Mr. Experuarrer. Yes. 

The Cuarmman. Mr. Simpson will inquire. 

Mr. Siapson. Do you manufacture abroad ? 

Mr. McCurntock. Yes, sir. 

Mr. Simpson. To what extent ! 

Mr. McCurnrocx. In most countries aside from England. In 
England we have a pretty complete manufacturing operation. In 
most countries, however, where we have plants, we send the raw 
materials from here and put it in final form in those countries. 

Mr. Simpson. Now, your annual sales, you suggest, are $200 million ¢ 

Mr. McCurnvock. Yes, sir. 

Mr. Sourson. And 35 percent of those sales would be about $70 mil- 
lion ? 

Mr. McCurntock. Yes, sir; I would say our exports are between 
$75 million and $80 million. 

Mr. Stupson. Is that in addition to what you manufacture abroad ? 

Mr. McCurntocs. No, that includes that. 

Now, what we manufacture abroad, I would say that over half of 
that is sent from the United States. Over half of the $75 million is 
exported directly from the United States. 

Mr. Smrrson. And then it is processed abroad ? 

Mr. McCurntock. Yes, sir. 

Mr. Srmpson. Why do you not do it here on this side? Why do 
you not make it up into the final product and then export it? 

Mr. McCurntock. There are various reasons. 

Mr. Srmpson. Is one of the reasons that the other country will not 
let you ship it in unless you make it there ¢ 

Mr. McCurnrock. No, but the duty is higher on a finished product 
than it ison an intermediate product. 

Mr. Stmpson. Does that not mean the same thing? 

They want to make it more attractive for you to do the work over 
there? 

Mr. McCurintock. No, I do not think so, As Mr. Mason pointed 
out on raw materials, there is really no duty on products coming into 
this country, but any products made from those raw materials would 
bear a duty coming into this country, and the same applies over there. 

Mr. Srmpson. Now, when you have your plants abroad and you 
manufacture the goods there, where do you sell them? Locally, or do 
you ship them to ‘South America, for example, from England? 

Mr. McCurntockx. The main purpose is to sell locally. However, 
where there are exchange restrictions and where there are no dollars 
available in the country to which you are exporting, it may be nec- 
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essary that you ship from England where pounds sterling is available 
in those countries and dollars are not. In other words, it makes your 
trade more flexible. 

Mr. Srupson. We are talking about something more than just 
merely dealing with the United States to foreign countries and the 
foreign country back to the United States with respect to your busi- 
ness, are we not ? 

Mr. McCuintock. Yes, sir. 

Mr. Srmpson. Yours is one in which you ship the raw material 
abroad, manufacture abroad, and then ship to different countries of 
the world? 

Mr. McCutnrock. We always prefer to ship from the United 
States. If dollars are available in the country to which we ship, we 
ship from the United States. However, if pounds sterling is only 
available in that country, we will ship from England. Or it may be 
that. we may make switch transactions where the Dutch will use their 
currency to buy a product from England and send it to another coun- 
try which happens to have some Dutch exchange. 

Mr. Stmrson. The Reciprocal Trade Agreements Act has nothing to 
do with those sales from England to another sharing country, has it? 

Mr. McCurntock. No. 

On the other hand, if we do not import more, unless we are willing 
to give more money abroad in one form or another, or to use offshore 

urchases, as was brought out here this morning, there is not going to 
be enough dollars available abroad with which to buy our products. 

Mr. Simpson. That is true. 

Mr. McCurntock. You see, foreign trade in the United States is a 
peculiar thing. While statistics show that the trade from the United 
States is roughly $19 billion, between 19 and 20 billion dollars, the ac- 
tual foreign business done by American firms is around $55 billion, 
which means that the balance of that, I mean roughly $36 billion, comes 
from that which American firms own abroad. And, of course, the 
products come back to the United States. 

Mr. Srmpson. Yes, in which area the reciprocal trade agreement 
program has no application. 

Mr. McCurntock. It has in this respect, Mr. Simpson: That, if 
dollars are not available, you cannot bring the profits back into the 
United States. There would be no dollars avaiable to bring them 
back. 

Mr. Stmpson. On the top of page 4, there is a statement there that 
I cannot let go uncontested unless you have something in mind that 
[have not: “Let us face the fact,” and so on. 

Mr. McCurntock. Yes, sir. 

Mr. Srmpson (reading) : 
that all the reciprocal trade agreements with friendly nations would collapse 
if the act is not extended. 

You mean eventually ? 

Mr. McCuintock. Yes. 

Mr. Smpeson. What do you mean by that? 

You understand, of course, that every agreement now in effect will 
remain in effect just as it is today, even if we do not renew the power 
to make new agreements? 
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Mr. McCurntrocx. I am sorry, I did not understand that, Mr. 
Simpson. 

Mr. Srareson. I do not want to confuse you. 

You understand, of course, that we have no intention of doing away 
with existing reciprocal trade agreements. They would continue. 

Mr. McCurntocr. They would continue as they are? 

Mr. Srmpson. Yes. 

Mr. McCurntrock. Were they not limited by the act until June 30? 

Mr. Stmpson. No; they will never fall except by their own weight, 
the agreement itself. 

Mr. McCurntock. ThenI aminerror. Thank you. 

The Cuarrman. Are there any further questions? 

Let me ask one question. A number of witnesses have made the 
same statement that you have, that unless we extend this program 
for a 5-year period, there will be a great deal of concern on the part 
of some of our foreign friends as to what our long-range objectives 
and purposes are. 

Now, the bill introduced provides for a 5-year extension. Let me 
make it very clear to you that I have no reluctance or aversion to a 
5-year extension of the program, but I do not think it is quite fair 
for you to say, as advocates of a continuation of the program, that 
all of a sudden it is necessary for us to extend it for a 5-year period 
in order to avoid some misinterpretation of our own position here 
in the United States on more liberal trade policy. 

We have had this program now for some 24 years, and each time 
we have extended it we have extended it for either 1 year, 2 years, or 
3 years. Never have we extended the program for a 5-year period. 
So I doubt that it is a very good argument on behalf of the 5-year 
extension to say that we must do it in order to guarantee abroad the 
acceptance of the idea that our liberal trade policies will continue. 

Now, I think there are reasons that could be submitted in justifica- 
tion for a 5-year extension, but. I do not think we can do it on the 
basis that if we do not extend it for 5 years, we will create a lot of 
doubt in the minds of somebody about what our position is over here. 
Our position has been very well established for a number of years. 

I think any extension that is in line with previous extensions would 
not mislead our friends in the free world. 

Mr. McCurntock. Well, of course, Mr. Chairman, on any policy 
as far reaching as this can be in its effect on the nations abroad, it is 
better if they have a longer period of time. I think that is true.on any 
general policy, if you have a long period of time. And it may be 
that uneasiness has been caused by the determined fight made on 
the extension of this bill this time. That certainly causes some un- 
easiness abroad. And it would mean that the question would come 
up not in 1 year or 2 years, but in 5 years, and it would just ease the 
situation for that much longer time. 

That is all I had in mind, Mr. Chairman. 

The Cuarrman. I hate to see our own American exporters putting 
us in the position of being for a 5-year program lest our motives be 
misunderstood if that were for anything less than 5 years, when actu- 
ally the period of the extension of the program has nothing to do 
with the psychological effect that we have tried to create overseas at 
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all. It has to do primarily with the control of the operation of it by 
the Congress. 

Congress has said in the past that we will extend it for 1 year, 2 
years, or 3 years because we want to stay in close touch with it. The 
only way we have of checking on the operation of the program is in 
connection with periodic extensions of the program. 

Now, if Congress can become convinced that there is no need of 
checking on this program any sooner than 5 years hence, we could go 
along with an extension of 5 years, but if Congress feels it wants to 
have another look at the program in less time, the time will be reduced, 
but it would not be reduced with respect to the thought of any change 
in the attitude on the part of the United States on this policy. 

In that event the Congress would be reserving to itself the right to 
check into it at a sooner date than 5 years. I would not want the 
impression to go out to our friends overseas that a reduction in the 
time of 5 to 3 years indicates any weakening in Congress with respect 
to this program. It would only mean one thing, that the Congress 
wanted to check on the operation of the program sooner than the 5 
years. 

Mr. McCurntock. Mr. Chairman, that is understandable and is cer- 
tainly a very fair statement. 

The Carman. If there are no more questions, thank you, sir, for 
coming before the committee and giving us the benefit of your views. 

Mr. McCurntock. Thank you, Mr. Chairman. 

(The following material was submitted to the committee :) 


STATEMENT BY P. G. WINNETT, CHAIRMAN OF THE BoArD, BULLOCK’S, INC. 


Gentlemen, along with many others who are deeply concerned over the prob- 
lem of easing world tensions before it is too late, I should like to express my 
support of the 5-year extension to the Trade Agreements Act. 

Reciprocal trade is the keystone of any peace-creating foreign policy. 

It is the only basis upon which we and our friends abroad can prosper without 
artificial economic supports. 

It goes beyond the specific of whether or not tariffs should be lower or higher, 
and encompasses the broader and more statesmanlike concept of international 
cooperation. 

It is a shield against the spread of what we consider alien and opposed to our 
ideal of free competitive enterprise. 

It is in the interest of our own economic health as well as that of others. 

The dollar and cents facts of the case are as convincing in its favor as its 
political realities are. 

Trends such as illustrated by the common market in Europe point bluntly to 
the kind of world we must live in and illuminate the unquestionable wisdom of 
retooling our own trade machinery to its needs. 

This extension is clearly needed if we are to negotiate from a position of 
strength internationally toward our own vital national interests. 

It is in this spirit that I urge your support for necessary and enabling legis- 
lation. 


McCarGo-BaLpwIin, 
Richmond, Va., March 3, 1958. 
Hon. Wirizur D. Mitts, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 
YEAR CONGRESSMAN Mitis: May I write you as a former member of two trade 


missions, one during 1955 and one in 1956. On one of these missions, I went to 
Austria and West Berlin. On the other I was in France. 








oe ; 


980 RENEWAL OF TRADE AGREEMENTS ACT 


I believe that the money spent by the United States in sending trade missions 
to foreign countries will pay more in goodwill than any amount of money could 
possibly accomplish spent in any other way. 

I have found the trade team leaders, who are men from the Commerce Depart- 
ment, to be wonderfully fitted for their jobs and they have done a very excellent 
piece of work in helping to build goodwill and increase trade for the United 
States both ways. 

It has been my observation as a businessman that the people of foreign countries 
are very anxious to buy American goods and the only thing that keeps them 
from buying it is their lack of dollars. Certainly all of us are opposed to just 
giving away American dollars and if we can extend the reciprocal Trade Agree- 
ments Act for 5 more years, I believe much can be accomplished in the line of 
2-way trade. 

I have been greatly impressed with the favorable reaction we have gotten 
when businessmen sat down with businessmen from other countries and dis- 
cussed with them and helped them to understand the American market. We 
have been able to explain many of the misunderstandings about our tariff laws, 
our pure food laws, and some of the increases that have been made in our 
tariffs. 

I would strongly urge that this committee go on record as recommending the 
extension of the 5-year extension and that enough money be given to the Com- 
merce Department to continue its fine work at the trade fairs. 

Sincerely, 
Wave G. McCareco. 


Strx, Barr AND FULLER, 
St. Louis, Mo., February 19, 1958. 
CLERK, COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 

Dear Sir: This company is a retail department store that has been in opera- 
tion in the city of St. Louis for approximately 66 years. During the course 
of our business life we have imported a part of our merchandise in an effort to 
bring the latest and best merchandise available to our customers. 

It has been brought to our attention that the Committee on Ways and Means 
is holding public hearings on bill H. R. 10368. We should like to urge favorable 
consideration for the extension of the trade-agreement program for another 
5-year period and to give added bargaining power to the President, but at the 
same time we oppose the provision in the bill authorizing the President to 
increase rates up to 50 percent of the 19384 Hawley-Smoot rates in escape clause 
cases. 

We feel such support is warranted in the best interest of our country and 
specifically in its relationship with foreign countries. 

Yours very truly, 
Strx, BAER AND FULLER COMPANY, 
J. D. Brum, Secretary and Treasurer. 


The Cuarrman. The next witness is Mr. Norris E. Phillips. 
Mr. Phillips, will you identify yourself for the record by giving us 
your name, address, and capacity in which you appear. 


STATEMENT OF NORRIS PHILLIPS, VICE PRESIDENT, OLEAN TILE 
CO., ON BEHALF OF THE TILE COUNCIL OF AMERICA, INC., ACCOM- 
PANIED BY C. ALFRED ZINN, SECRETARY, THE MOSAIC TILE C0. ; 
RICHARD B. ALEXANDER, PRESIDENT, NATIONAL TILE & MANU- 
FACTURING CO.; AND H. D. CALLAHAN, UNITED STATES CERAMIC 
TILE C0. 


Mr. Pumutrs. My name is Norris Phillips, Olean, N. Y. Iam vice 
president of the Olean Tile Co. I am appearing for the Tile Council 
of America. 

The Cuamrman. Whom do you have at the table with you? 

Mr. Puuutrs. I have 2 high officials of 2 of the larger companies, 
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Mr. Callahan of the United States Ceramic Tile Co., Mr. Zinn of 
Mosaic Tile Co. I have another representative of a small factory like 
my own, the National Tile Co., Mr. Alexander, who is also chairman of 
the Tile Council of America. 

The Cuarrman. Mr. Phillips, you desire to consume the entire 20 
minutes ? 

Mr. Putuuies. Yes, sir. 

The CuarrmMan. Can you conclude your statement within that time? 

Mr. Puitures. Mr. Chairman, I am speaking for the whole industry. 
[ am afraid we might run a little over, with your indulgence. 

The Cuairman. How much would you run over? 

Mr. Puixures. I should think perhaps 5 minutes. 

The Cuarrman. Try to read a little fast to see if you cannot do 
that. 

Mr. Puruies. I will try to do that. 

Mr. Simpson. If I am not mistaken, I think the gentlemen come 
from the district so ably represented by Mr. Reed, who was here this 
morning but he is unfortunately absent this afternoon due to the 
sickness of Mrs. Reed. I am sure if he were here, he would commend 
these gentlemen to the committee’s attention. 

The Cuarrman. Mr. Reed told me that Mrs. Reed was sick and 
has been for the last few days. 

Mr. Puintuips. The Tile Council of America, on whose behalf I am 
appearing, is an association of 25 manufacturers producing about 90 
percent of the ceramic floor and wall tile made in the United States. 
In this crucial year of economic adjustments, it is our strong opinion 
that our industry, and those in similar positions, should be given the 
most careful consideration by the Congress as it studies another exten- 
sion of the Trade Agreements Act of 1934, the so-called Reciprocal 
Trade Act. 

I should like to say at the outset that the Tile Council of America 
does not oppose foreign trade in and of itself. We recognize the 
exchange of goods and materials between countries is necessary to 
strengthening the economies of the free world. 

On the other hand, the Tile Council of America is constrained to 
register its strongest opposition to the extension of the Trade Agree- 
ments Act in its present form, and the added tariff-cutting authority 
embodied therein, as requested by the President. 

Our industry, which is not large, has been forced to live with the 
provisions of this act for nearly 25 years, and based on our past 
experiences, our current position and prospects for the future, we are 
certain that extension of the act without definite limitations is inimical 
to our own best interests and to the interest of other domestic manu- 
facurers similarly affected. 

There are many compelling reasons why our industry is placed 
in an intolerable position by unrestricted imports of ceramic tile that 
is the product of cheap foreign labor. It must be understood that 
the basic production methods of ceramic tile are essentially the same 
everywhere. 

The major cost item in the production of tile, both here and abroad, 
is the labor cost. This is not a question of productive efficiency. 
No matter how efficient the producer, the labor factor for the do- 
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mestic tile manufacturer averages between 50 and 65 oot of 
production costs, depending on geographical location and the par- 
ticular type of tile manufactured. 

As a result of the tremendous disparity between the wages paid 
by domestic producers, which averaged over $1.80 an hour in 1957 
exclusive of fringe benefits, and those paid by their foreign com- 
petitors, American manufacturers find themselves in an untenable 
competitive position. 

Latest figures show that most types of American ceramic tile, made 
in the eastern States, sell on the New York market for 50 cents to 
55 cents a square foot, plus freight. Consider, then, our competitive 
position when the same types of ceramic tile made in Japan are 
— in the same market, daty paid, for 30 cents to 40 cents a square 
oot. 

In addition to the regular competition, there is another very seri- 
ous result from the low-priced imports; they have practically elimi- 
nated the market for seconds, which are unavoidably produced in the 
manufacture of tile. As a result, these seconds, which were once 
easily absorbed, have now become a drug on the market and are 
woilins manufacturers’ inventories and warehouses. 

In previous instances when this body was considering tariff legis- 
lation, we have pointed out that unrestricted imports of Japanese, 
Mexican, Shaniih and other foreign-made ceramic tile had its great- 
est impact on our markets in the areas surrounding ports of entry. 
This is no longer true to the same extent as before. The volume of 
foreign producers has reached the point since World War II that 
they are now actively competing with our domestic production in 
virtually every major building area in the Nation. 

In complying with Federal law, we find this strange anomaly: The 
Federal minimum-wage law requires that all domestic producers 
whose goods move in interstate commerce must comply with the dollar 
an hour minimum-wage law, although in our industry wage scales are 
considerably higher than this. 

On the other hand, the same Federal Government permits the 
products made by foreign labor, paid only a small fraction of this 
minimum amount, to move freely in the same channels of commerce. 
If our industry complied with only the minimum requirements of 
the law, we would still be in a difficult competitive position. Of 
course, we are cognizant of the necessity to keep wages and purchasing 
power at peak levels, but we can only view such disparities in Fed- 
eral regulations as outright discrimination against the domestic man- 
ufacturers. 

The committee will find as an addendum to this statement a brief 
history of the tariff policy of the United States as it has affected our 
industry. 

I call the committee’s attention to the tariff rates that will become 
effective after June 30 of this year and compare them with the rates 
set by Congress in the trade act of 1930. 

As addendum No. 2 we have tried to indicate what the tariff situa- 
tion will be if the tariff-cutting authority embodied in H. R. 10368 
is used to its fullest extent. 

T might say, parenthetically, that based on our experiences over 
the past 24 years there is not reason to believe that the new authority 
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_ for in H. R. 10368 will not be used to the fullest if granted by 
ongress. 

In comparing the tariff rates on imports in 1930 with the present 
rates, it is interesting to note that in 1930 the duty per square foot 
of tile amounted to about 20 percent of wages received per hour at 
that time by workmen in American tile factories. Since then wages 
in this country have risen tremendously. Thus, at the present time we 
find the duty per square foot of tile amounts to only about 2% percent 
of hourly wages paid our workmen. This scarcely covers the domestic 
manufacturer’s social security costs. 

While our industry does not rank among the giants, its productive 
facilities are nationwide. Domestic tile manufacturers operate plants 
located in Alabama, Arkansas, California, Indiana, Kentucky, Massa- 
— New Jersey, New York, Pennsylvania, Ohio, Texas, and West 

irginia. 

In 1956, the last full year for which figures are currently available, 
the total industry produced 227,369,000 square feet of tile, valued at 
$128,626,000, and these figures include an arbitrary 1214 percent in- 
crease in the statistics maintained by the Department of Commerce. 
Preliminary figures indicate that 1957 will show a decline. 

Appropriate to the current economic picture are the results of a 
survey recently conducted by the Tile Council on several facets of 
the industry. Of 22 companies reporting, roughly one-third of the 
total number of domestic manufacturers, employment below the su- 
pervisory and executive levels decreased more than 25 percent between 
the first quarter of 1956 and the same period in 1957. This reduction 
in the production work force took place when employment was at peak 
levels nationally. 

We do not contend that this reduction in the work force can be 
entirely attributed to the influx of foreign-made tile, but we do feel 
there is a corollary between this and the increased imports which we 
have experienced in the same period. 

We have included as addendum No. 3 a history of domestic produc- 
tion and foreign imports from the year 1947 through November of 
last year, and I direct the committee’s attention to the tremendous in- 
crease imports from Japan, Spain, and Mexico since 1954. These are 
the imports that most seriously affect the domestic market, and the 
livelihoods of American tile workers. 

Secretary Weeks, in his testimony before this committee on Febru- 
ary 17,stated: 

* * * as we give a measure of protection against hurtful foreign competition, 
we had better begin to think of affording a measure of protection to our vitally 
important export trade as well. 

Insofar as the tile industry is concerned, there can be no fear that 
curtailment of imports would have any detrimental effects upon 
exports. 

ncidentally, our imports only a few years ago equaled our exports. 
Now imports are about four times as great as exports in our industry. 

In offering our opposition to extension of the Reciprocal Trade Act, 
the Tile Council of America is not voicing a protectionist policy in 
foreign trade in the traditional sense. It is a plea from a domestic 
industry, with well-paid labor, to be given the opportunity to compete 
on an equal footing in this country with low-wage foreign producers. 
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The prewar history of the ceramic tile industry in the United States 
is a series of peaks and valleys both in the number of manufacturers 
and their production. In an effort to stabilize our industry and ex- 
pand its markets. United States manufacturers have spent over $20 
million in the last 10 years on a broad promotional program aimed at 
stimulating the use of ceramic tile in this country. 

But our efforts to expand the industry are concerned not with just 
the present, we are also looking to the future. While the Tile Council 
has sponsored research in tile technology for many years, in December 
of last year our organization opened a research center costing more 
than a quarter of a million dollars at Princeton, N. J. 

In the past 10 years our industry has expended in excess of $5 million 
for research. And I might point out, this research is already paying 
off for the consumer of ceramic tile in the form of new installation 
methods, new adhesives, and significant advances in ceramic 
technology. 

Research, of course, is only part of the picture. 

For example, in 1956 the Tile Council instituted a scholarship pro- 

am among the 12 leading architectural colleges throughout the 
Nation. Over a 10-year period, the scholarship program, along with 
our annual design contests for architectural students, we will spend in 
excess of $150,000 to help train our architects and engineers of 
tomorrow. 

Jet propulsion, intercontinental ballistics, radar equipment, all de- 
mand superceramics. No educational program can be geared to pro- 
vide competent ceramic engineers if the industry continues to deterio- 
rate as a result of unfavorable trade and tariff policies. 

Since World War IT, domestic manufacturers have spent more than 
$100 million in capital improvements and new additions to their pro- 
ductive facilities. At the present time, we estimate that United States 
manufacturers have the productive capacity to fulfill our expanding 
ceramic-tile requirements for the next 10 years. 

In short, domestic-tile manufacturers have plowed back approxi- 
mately 1214 percent of gross sales over a 10-year period in promotion, 
capital expansion, research, and education. 

In light of the foregoing, does it not seem reasonable that our in- 
dustry should expect to be accorded fair treatment in maintaiming its 
competitive position ? 

The programs of the tile industry, as outlined above, are aimed at 
creating a favorable climate for ceramic tile with the consuming public 
over a long period of time. Hence, we feel we are victims of a grave 
injustice when foreign-made products are permitted to flourish in this 
climate without making a single contribution, and with the blessing, if 
not the outright assistance, of the Federal executive. 

United States ceramic-tile manufacturers are not in business to cre- 
ate markets for the products of cheap foreign labor. While the execu- 
tive department would deny any such result is desired, the facts dem- 
onstrate that is exactly what is happening. 

From our viewpoint, there is nothing reciprocal about the Trade 
Agreements Act. Without going into detail here, it can be safely 
pointed out that it would be next to impossible for United States 
manufacturers to surmount the trade barriers of our major foreign 
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competitors even if we were in a relative cost position to permit us to 
export to those countries. The tariff barriers on ceramic materials of 
our foreign competitors, shown in addendum No. 4, reveals there is no 
reciprocity for our industry. 

It might be worth noting that the United States receives 98 percent 
of the exports of Japanese chinaware, a companion product to ceramic 
tile ; the other 2 percent goes to Canada. 

Why is this cheap product not sold to other nations? 

The answer is, of course, that other nations have established pro- 
hibitive trade barriers against Japanese chinaware; they are simply 
not interested in that kind of reciprocity. Ceramics is an industry 
carefully protected throughout the world except in the United States. 
Make no mistake about it, if the ceramic industry dies, there will be 
no ceramic exhaust pipes for jet planes or ceramic nose cones for inter- 
continental missiles or ceramic printed circuits in United States 
sputniks. 

Speaking of the chinaware industry, the committee is probably 
aware of its plight in this country, where hundreds of small manu- 
facturers have been forced out of business by the influx of foreign- 
made products. Since this domestic industry has been pushed to the 
brink of oblivion, some of the larger manufacturers have been able to 
shift to the production of tile. Will they meet the same fate there? 

Reciprocity is a strange animal in foreign trade. By our nego- 
tiating a tariff reduction on tile with the United Kingdom, Mexico 
and other nations receive the benefits of the reduction without re- 
spect to the possible impact on the domestic market. In the interim 
since that negotiation, Mexico has raised its duties on United States- 
made ceramic tile some 400 percent. Mexico, and the other nations 
involved in our trade agreements, reciprocate by permitting us to 
export to them those items which they themselves cannot produce. 

May I introduce a personal note ? 

At the time we made the deal that resulted in the last big drop in 
duty, with Mexico, we were making a substantial shipment from our 
little factory into Mexico about once a month. Within 60 days after 
our tariff reduction became effective, Mexico raised her duty by 400 
percent. We have not sold a foot of tile in Mexico since that time. 

This committee is thoroughly aware that whenever a representative 
of the executive appears before it to advocate extension of the Recip- 
rocal Trade Act, concern is always voiced over domestic industries 
that may be damaged by tariff reductions. 

An excellent example of this concern is found in the report to the 
Ways and Means Committee by the Subcommittee on Customs, Tariffs, 
and Reciprocal Trade Agreements, dated March 8, 1957, page 35, 
paragraph 2, and I quote in part: | 

Officials of the executive branch who have appeared before congressional com- 
mittees to advocate extensions of the trade-agreements legislation * * * have 


continued to contend that substantial advantages for our export trade were to be 
gained through tariff bargaining that need not involve the making of reductions 


in our tariff duties that would be seriously damaging to domestic industries or 


interests. These officials have also contended that the program has been so 
conducted in the past, and could and would be so conducted, if the legislation 


were enacted to extend the trade agreements authority * * *. 

The Tile Council, for one, has assidiously searched the record to 
determine where this concern has ever been converted into overt 
action. 
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It is a general rule that whenever imports reach 5 percent of do- 
mestic production, the domestic industry can be said to be experienc- 
ing severe competition. Under the — United States tariff poli- 
cies, imports of ceramic tile are totaling between 12 and 15 percent of 
domestic production. Yet further reductions in tile tariffs will take 
place on June 30 of this year, and the Executive is asking for further 
authority for reductions. 

Of serious concern to us is the apparent official attitude toward an 
industry such as ours. We have felt for some time that it has been the 
attitude of those advocating free trade, both in and out of Govern- 
ment, that it should be the policy of the United States to abandon 
those industries that produce goods that can be purchased cheaper 
abroad. This is extremely disturbing, since industries of our stature, 
in the aggregate, represent a substantial portion of our national 
economy. 

While ceramic tile is essentially a handicraft type industry, where 
labor costs are the overriding factor, a fair degree of technical effi- 
ciency is common to all important manufacturers throughout the 
world, this apparently has not colored the thinking of the executive 
branch in utilizing tariff-cutting authority. 

It is also disturbing to find that nowhere in his message to the Con- 
gress asking for extension and new authority does the President inti- 
mate that harm may accrue to domestic industries as the result of his 
trade proposals. He ignores the possibility in his message, despite the 
unhappy experiences of some American industries. 

It is interesting to note, however, that some light must be dawning 
in the executive branch. Shortly after the President transmitted his 
message, an Official of the Department of Commerce revealed that a 
list of Federal agencies was being compiled to assist domestic indus- 
tries that might be adversely affected by the reciprocal trade program. 
This move by the Commerce Department leads us to ask if this is not 
tacit admission by the Executive that some domestic industries will in 
fact. be injured by the reciprocal trade program. 

The two agencies that could be of most help to adversely affected 
industries are the Executive and the Department of State by being less 
eager to turn our markets over to the products of cheap foreign labor. 
It seems to us the administration is waiting for the funeral before 
offering a hospitalization plan. 

When is the time to press the panic button? When the ship is on 
the way to the bottom ? 

The tile manufacturers of America do not feel they are an expend- 
able industry and we severely resent that implication in the tariff 
policies affecting our industry over the past 25 years. 

As previously stated, the Tile Council has instituted a number of 
programs that are aimed at the future, and to meet these added re- 
quirements the manufacturers have invested heavily in capital expan- 
sion. 

A cursory glance at our production figures may indicate to the 
uninformed a satisfactory growth, despite the tariff policies now in 
effect. While our industry has advanced, it has done so in spite of 
the tariff policies of the Federal Executive, not because of them. We 
are gravely concerned with the future, and we are moved to ask again, 
When is it time to punch the panic button ? 
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So far as I have been able to ascertain, profits in our industry were 
generally satisfactory in most of the warty 1950’s when volume was 
expanding, but dropped in 1956 while tile imports were reaching their 
eak, and the average was definitely lower in 1957. I am reliably in- 
ormed that some important manufacturers made little or no profit in 
1957. When is it time for the Federal Government to exhibit con- 
cern for our position ? 

As is often the case when serious issues of this type are being 
proposed, it is considered politic to becloud them with extraneous 
matter. We have the feeling the proponents of the legislation are 
seeking to envelop reciprocal trade in a sort of postsputnik smoke- 
screen. 

We submit that it is not in the best interest of good legislation to 
permit this issue to become irrevocably intertwined with our mutual- 
security program. ‘The two items should and must be considered 
apart from each other, since one is essentially a Government-financed 
overseas operation with military alliances, while the other has serious 
internal economic implications. We feel it is eminently unfair to those 
whose livelihoods are affected to use the mutual-security program to 
pressure through the Congress an extension of the Reciprocal Trade 
Act. 

Failure to extend the act will not materially affect trade agreements 
now in force. At the same time, there is nothing to prevent the 
United States from negotiating future trade agreements advan- 
tageous to both ourselves and our allies. It would mean, however, 
that the Congress which is more cognizant of our domestic economic 
conditions, would exert a closer control over our foreign-trade pro- 
gram, rather than the Department of State, who, as the principal 
architect of our tariff policies, is much less responsive to the problems 
of domestic industry. 

There is serious doubt in our minds that uninhibited free-trade 
agreements, made at the expense of American industry, and primarily 
for their international implications, is an effective countermeasure to 
the so-called Russian economic warfare. It is the expressed and recog- 
nized goal of international communism to destroy the economic system 
of the United States by means short of open warfare. 

Can a trade program that weakens a large segment of American 
industry be justified in light of the obvious goals of the lands behind 
the Iron Curtain ? 

Can a foreign-trade program, based on the profit motive, be expected 
to compete on an even basis with a government-subsidized foreign 
economic program such as the Soviet Union’s ? 

We think not on both scores. As a matter of fact, the most tightly 
controlled, horrendous trade barrier in the world is the Iron Curtain 
itself. Make no mistake that the Russian bear permits uninhibited 
imports of items that may weaken any segment of her economy. Of 
course, the Russians are willing to sell, if not give, many of the so- 
called neutral nations capital goods, but it would be interesting to 
know how many items are permitted to flow into the Soviet. Union 
that conflict with her own economy. Our guess would be virtually 
none. 

This Nation has been the most generous in the world with its tech- 
nical assistance to underdeveloped nations and in assisting war- 
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ravaged countries to regain economic order. These programs, fi- 
nanced by the American taxpayer, have been most useful in man 

areas to prevent international economic chaos, such as that which 
followed World War I. But in the tile industry, for example, this 
technical assistance program is already coming back to haunt us in 
the case of Japan, and I will give you a spec ific case later. 

While our Government was assisting the Japanese tile industry to 
regain its feet, the United States tile industry, through its own ef- 
forts, was unknowingly creating a vast market for “the Japanese 
products. We are prompted to ask, to what extent are American 
industries, as taxpayers, expected to underwrite resurgent foreign 
economies ? 

Many of the economies of our war-ravaged allies of World War II, 
and those of our late enemies, are approaching, or have reached, rea- 
sonable stability. Many have surpassed their prewar levels. We feel 
that the time is long since past when the Reciprocal Trade Act can 
justifiably be billed as a program to rehabilitate friendly national 
economies. Hence, we urge the creation of a realistic tariff policy 
that permits our goods to ‘compete successfully on our markets with 
goods produced by low-cost foreign labor. 

If we are sincerely interested in the internal economies of our 
friends, it seems to us that the most logical method is to use our 
foreign-trade policy as an instrument to raise the purchasing power, 
and thus the living standards, of the foreign worker. After all, that 
is the basis for the expanding United States economy; a wage level 
that permits the United States wage earner to purchase the fruits 
of his own labor. 

We recommend that the Congress consider a realistic tariff policy 
and system of quotas based on “the differential between for eign and 
domestic labor costs; particularly on those items where the cost of 
labor is the major factor in the cost of production. A flexible sys- 
tem of tariffs based on wage differentials between United States and 
foreign producers would return the domestic producer to a reason- 
able competitive position and at the same time give the ae manu- 
facturer incentive to raise his wages and living standards of his 
workers. 

In substance, we are asking the Congress to permit us to compete 
on our own markets, created by ourselves, on a reasonable basis with 
the products of foreign nations. What we ask is not an overwhelm- 
ing advantage, nor is it an insurmountable tariff barrier. I empha- 
size again, it is a request from a domestic industry that it be per- 
mitted to maintain a competitive position in its own market place. 

I reemphasize again, we do not believe the Congress or the Ameri- 
can people wants our industry, or others in a similar situation, to 
be considered expendable. 

I would like to relate a personal incident that indicates, in a small 
way at least, how the American people feel on this subject : 

R few weeks ago my company received a letter from the Interna- 
tional Cooperation Administration, Research, Development, and Man- 
agement : Studies Branch, Office of Industrial Resources, requesting 
permission for a team of J apanese quality control specialists to visit 
our plant and study our operations, with particular reference to the 
establishment of maintenance and quality standards. 
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With the injury Japanese imports are currently causing our indus- 
try, we did not feel inclined to cooperate, and gave our decision to 
the projects manager by phone, later following it up with a detailed 
letter outlining our position. 

When a nationally syndicated columnist learned of our letter, he 
devoted one of his columns to it. It has since been used as the basis 
for stories by at least two other members of the press. Since the first 
column was published, I have been receiving letters from all over the 
country commenting on the import situation. Ninety-nine percent of 
these letters have been strongly in favor of the position we took. 

It would be expected that many businessmen would feel as we do, 
but of the comments I received, and all of them were unsolicited in 
any way, only 35 percent were from businessmen; 45 percent were 
from housewives, mostly handwritten, and 20 percent from all other 
groups. Many of the letters from the housewives mentioned that the 
writer had never previously written such a letter, but felt compelled to 
do so in this case because she heartily endorsed our stand. 

Many of the housewives mentioned that their husbands or other 
wage earners of the family were either out of work or had at times 
suffered severely because of depressed conditions in certain industries 
as the result of low-priced imports. 

To me, the trend of these letters and their source are extremely sig- 
nificant at this time. 

Since its inception, we have the feeling that the underlying philos- 
ophy of those administering the Trade Agreements Act has been: 
How will a proposed increase or reduction in United States tariffs 
affect the foreign nations involved ? 

We can find no evidence in the record to indicate there is any grave 
concern by those making final decisions over the effect the changes 
might have on domestic industries. 

I predict that a continuation of this policy, without limitations, will 
do irreparable harm to the economy of our country. 

Therefore, we can only register our opposition to a continuation of 
a program embodying this philosophy as inimical to our own best 
interests and those of the United States. 

The CuarrMan. Without objection, the matters appended to your 
statement will be included in the record. 

Mr. Puicures. Thank you, sir. 

(Addenda submitted by Mr. Phillips follow :) 
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ADDENDUM No. 2.—EFFECT OF NEW AUTHORITY PROPOSED IN H. R. 10368 on 
SELECTED CERAMIC TILE IMPORTS 


Ceramic floor and wall tiles: Weighted average equivalent ad valorem rates of 
duty calculated on specified bases 


June 30, 1958 | July 1, 1958 





1930 rates rates based rates 
based on on value | decreased by 
Kind of tile value of of imports 25 percent 
imports in in 1956 proposed 
1956 under H. R. 
10368 
| 
Percent | Percent Percent 
IR Shc bak tee Shin ke gescsen<cosanenweshiees ae 8 ) 22 
Not glazed (except quarries). ...........-.-.---.-------------- 54 23 17 
Glazed tiles_........-- aad tne teniac atti oenistonncadpscareneahiaiec at Mibene 


| 51 22 1614 


Note.—Based on imports in 1956. 


ADDENDUM No. 3 


Ceramic floor and wall tile: United States production, exports, and imports 
(total, and by principal source), 1947-56 and January—November 1957 





















































| 
Imports for consumption 2 
| Domes- ie aaa 
Year Produc- tic | 
tion! jexports All United | West Other 
| coun- | Mexico! King- | Ger- | Spain | Italy | Japan | coun- 
tries dom |many?® tries 
j | 
Quantity (1,000 square feet) 
SES -| 107,898 4, 245 291 101 | 49 | 2 | 4) 84 |_ 59 
2 | 102,251 | 4,548 | 241 66 48 }_... ---| 9} 101 (4) 17 
ncn eck ‘ 93, 115 5, 095 | 424 17 | 87 (4) 10 | 185 121 4 
BD ccbhais—t -| 127,302 | 5,152 | 1,884 15 | 1,356 4 | 3| 226 263 17 
ime sasecconacal Peeee 5, 300 6, 800 | 235 | 3,725 123 1, 108 494 | 975 140 
eS, bis tga 123, 267 | 4,946 4,121 | 35 1,720 | 51 640 | 642 | 952 81 
classe l cnsctncie 134, 375 5,208 | 3, 937 26 1, 969 194 | 425 | 420 819 B4 
aoe ccke sini 176, 253 6, 087 5, 358 221 2, 105 343 718 | 373 1, 511 87 
1066 7........ 232, 802 6, 749 | 16, 258 3, 445 2, 680 385 | 4, 282 640 4, 473 353 
_., ....-| 227,369 | 6,186 | 23,479 4, 495 2, 646 | 88 | 5, 531 1, 336 8, 885 | 498 
1957 (Jan.—Nov.)5 168, 043 4,751 | 15,317 3, 265 1, 303 79 1, 934 1, 199 7, 320 217 
Value (1,000 dollars) 
Foreign value 
Cen I | 7 | os 
aS eas 43, 650 1, 581 89 34 15 1 () | 2 17 
lig dessa eoecesnces 46, 646 1, 644 80 | 20 | a | 9 | 28 0) 9 
eo. epiencnts 43,905 | 1, 869 145 | 5} 42) () | 4 | 83 7 
i higdacenwoe 61, 579 1, 791 475 | 6 | 347 1 | 3 48 60 10 
a ee 71, 277 1, 734 1, 749 63 1, 035 34 | 250 | 113 219 35 
Ct telling 64,146 | 1,533 | 1,076 | 12 537 14 142 | 138 205 23 
Dc rengienasie 71, 569 | 1,537 986 7 598 | 35 95 | 91; 132) 28 
Re a ci z 92, 758 1, 756 1, 356 67 661 | 7 162 | &9 272 | 26 
ages et 128193 | 2005 | 3.910} 804| 835 | 106 | i | 167) 870 107 
icitienncrtneivateed 128, 626 2, 141 5, 628 1, 208 854 25 | 1,244 | 341 1, 820 136 
1957 (Jan.-Nov.)5- 92, 829 1, 539 3, 676 916 449 13 | 432 | 432 | 1,369 | 65 
! { | 





1 Shipments. 

? Beginning in 1954, figures do not include individual importations for immediate consumption that do 
not amount to more than $250 under a statistical classification. 

3 Includes East Germany prior to 1952, 

4 Less than 500 square feet. 

§ Preliminary. 

6 Less than $500. 


Source: Compiled from official statistics of the U. 8S. Department of Commerce. 
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ADDENDUM No. 5 


United States floor and wall tile, 1957 





Month Production 


Shipments Value 


Square feet Dollars 








13, 324, 000 7, 446, 000 
11, 643, 000 6, 442, 000 
13, 902, 000 7, 599, 000 
14, 665, 000 8, 038, 000 
15, 230, 000 8, 460, 000 
16, 157, 000 8, 809, 000 
15, 939, 000 8, 845, 000 
17, 503, 000 9, 580, 000 
16, 329, 000 9, 257, 000 
18, 277, 000 9, 981, 000 
16, 309, 000 8, 928, 000 
NaN Lidia on cainen dd kiabigonaumaincee avenue | 166,896,000 | 169, 278,000 93, 385, 000 


1 Total is for 11 months. 
Source: U. 8. Department of Commerce, Bureau of the Census. 


The Cuarrman. Mr. Phillips, from what country do we receive most 
of our ceramic tile? 

Mr. Puuies. Largely from Japan, Mexico, and Spain. 

The Cuartrman. Is not Mexico actually the largest exporter to the 
United States? ; 

Mr. Pures. Mexico is getting to be an increasingly important 
exporter to the United States; yes. 

The CuarrmMan. We have no trade agreement with Mexico. Actu- 
ally the trade agreement that we have involving ceramic tile, as I re- 
call, is with the United Kingdom, is it not ? 

Mr. Pumutes. That is right. 

The Cuatrman. The United Kingdom was at one time, I presume, 
the principal shipper. 

Mr. Puriuies. A few years back it was the principal shipper. 

The Cuamman. Mexico gets the benefit of the reduction under the 
most-favored-nation treatment, but we do not have an agreement with 
Mexico. 

Mr. Puitutrs. I believe that is correct. Japan is the largest im- 
porter at the present time. 

The CuarrMan. Japan is the largest? 

Mr. Putuirs. Yes. 

The Cuatrman. Larger than Mexico? 

Mr. Puiures. Yes. 

The Cuarrman. Are there any further questions? 

Mr. Sapiak. Japan likewise would be a beneficiary of the most- 
favored-nation clause because we have not extended that to Japan. 

The CuHatrmMan. Japan, of course, is the beneficiary of the most- 
favored-nation treatment as are all other countries except for those 
in the Soviet bloc. Japan is a member of GATT and we did not 
reserve against an extension of our most-favored-nation clause to 
Japan as did some 13 other members of GATT, as I recall it. 

Mr. Saptax. Let me ask one question, Mr. Chairman. 

Mr. Phillips, have you ever made application before the Tariff Com- 
mission for relief ? 
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Mr. Pures. We have not made a formal application. We have 
studied the records and decisions, and up to this time we have not been 
able to prove that we are hurt badly enough, according to the formulas 
used, to have a very good chance of accomplishing anything, particu- 
larly since the Executive overrides the Tariff Commission. 

Mr. Sapitax. We had 2 witnesses representing the wood-screw in- 
dustry, I believe, Mr. Byrne and Mr. Roddy, and they had been before 
the Tariff Commission on 3 occasions. In fact, the third time it was 
a 3-to-3 decision. They had made application for a fourth investiga- 
tion, but they then determined that there was no use, that even if they 
were successful there would be no quota imposed. So they decided 
their only recourse was to come to the Congress, and that was why they 
came here. 

I was wondering if that was the reason you gentlemen came here. 

Mr. Puixurprs. We have appeared before, but unless you can pre- 
sent a tremendous argument without much that can be said on the 
other side, there seems very little purpose in going to the trouble of 
submitting to the Tariff Commission for relief until we are starved 
out. We haven’t reached that point yet, fortunately, but we see it 
coming closer. 

Mr. Saptak. How many employees do you have? How many people 
are employed in the United States in making those ceramics ? 

Mr. Puiuirs. I thought I had that figure in here. I think it is 
around 25,000 workers. 

Mr. Saptak. I was very interested because it would probably come 
in as a small business. 

Mr. Pututrs. It is small business. Of course, too, there are a 
great many other businesses that are dependent upon our business. 

We feel strongly that, with the money we are spending and the 
foreign low-wage imports coming in here, taking full advantage of 
it without paying their way, it seems to us it is not quite a fair deal. 

Mr. Sapiak. I have been in Olean, N. Y. It goes way back to 
1936. It was just a quick overnight stay. I do not recall how large 
a city it is, but since you mention Olean, N. Y., what proportion of the 
industry of that city does the ceramic tile industry represent ? 

Mr. Pritiips. We are the second largest in that city at the present 
time. We have the second largest employment roll. 

Mr. Saptak. So whether your business is continued or discontinued 
has a very real effect upon the welfare of the people there? 

Mr. Puituires. It has quite an effect. We were compelled to lay 
off 35 people last week, after laying a number of people off 2 months 
earlier. 

Mr. Sapiak. For how long a period ? 

Mr. Prutuires. These last 35 are laid off indefinitely. We don’t 
know when they will be back. It depends on an upturn, more than 
the foreign imports can take care of. 

Mr. Sapiax. The other evening, in my office, I was looking at a 
= I made 3 years ago when we had the last extension of the 

iprocal Trade Agreements Act, and I surprised myself to find 
what I had mentioned at that time. 

I recalled the Japanese industrial teams or task forces coming into 
the United States. My district happens to be the entire State of 
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Connecticut with many diversified industries, and I remember the 
consternation these teams caused the employees of the Torrington Co., 
in Torrington, Conn., which is one of the factories that I recall, and 
I made the statement that I was not then, in 1955, so concerned as to 
what the Japanese were making at that time, but I was tremendously 
worried about what they would be making 2 or 3 years hence after 
their visit to American industry and these Connecticut plants. 

Now we are having the fruits of those visits coming back in very 
large proportion. Not only Torrington but more recently there are 
some 1,800 or 2,000 people in Meriden and Wallingford plants in the 
New Haven area seriously affected by excessive Japanese imports. 
Perhaps you had that in mind when you wrote “No” to the request 
and that you would not allow Japanese teams to come into your plant, 
because they came in to our plants, took pictures from all sides of the 
machinery, and I understand they went back and duplicated it, and, 
as a result, we are now having this largely increased import of like 
products. 

Mr. Pautrs. That is very definitely one of the things that we 
are concerned about. We have found that the Japanese particularly 
are very good copiers. They come over here, study the market, find 
what is selling, and go back home and make it cheaper, as they can 
easily do because wages are so low. 

So our industry has managed to get along by trying to create some- 
thing that is not being produced by the foreign countries. There 
fore, we are certainly not going to help them to know what we are 
doing, if we are using good judgment, because they will find out soon 
enough and move into that. 

Mr. SapiaKk. What you are advocating today is that you have some 
safeguard when we deal with this legislation. 

Mr. Putitites. That is right, sir. 

The Cuarrman. Just one further question, Mr. Phillips. 

You said something about 5 percent imports being notice of possible 
injury to the domestic industry. 

In your own situation I notice here—I went over it very quickly— 
your imports are more than 5 percent of the domestic consumption. 

Mr. Puiutres. That is right. 

The CuarrmMan. What is the percentage ? 

Mr. Puiiiirps. Running over a recent period, 12 to 15 percent. 

The Cuarrman. As I look at 1956, however, it does not appear to be 
quite that high. 

Mr. Putiuips. On the overall it may not be. Different products run 
higher than others, but, taking about a 2- or 3-year period, it will run 
between 12 and 15 percent. 

The Cuatrman. I guess I am looking at addendum No. 3, which has 
to do with ceramic floor and wall tile. 

Mr. Puticurres. We may drop out a certain type of imports that are 
really not competitive that might affect the situation. 

The Cuarrman. Which ones are the most competitive ? 

Mr. Puituirs. At the moment, in proportion to the production. 
ceramic mosaic is the most competitive. 
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The Cuarrman. What part of your business is pretty well related 
to housing construction? Is not this ceramic floor and wall tile pretty 
well geared by the developments in the housing industry ? 

Mr. Pumuirs. To a great extent, though we are developing better 

markets in commercial and educational institutions. All buildings 
we are working toward our goal. 

The Cuatrman. What is the real backbone of the industry? Is it 
ceramic floor and wall tile? 

Mr. Puiuips. The glazed tile is the largest single item. The ce- 
ramic mosaics are the second item, and the quarry tile and other types 
of tile third. 

The Cuarrman. What would you refer to as being the bread and 
butter of the industry ? 

Mr. Pures. Those three things—glazed title, ceramic mosaic, 
and quarry tiles. And, if I go back a second to a point you raise 
about 5 percent being a danger point, a great deal, of course, depends 
on the situation in this country. We outdid ourselves possibly in 
promotion a few years back. We had more demand than we could 

take care of. So, before we could get our factories up to meet that 
demand, the other countries came in and took care of it for us. So, at 
that time they got a considerable percentage without hurting us to 
the extent that they are hurting us now. 

We could take care of the demand now and for a considerable time 
tocome. So wedon’t really need their help at the present time. 

The Cuamrman. Are there any further questions ? 

Mr. Sapiak. Mr. Chairman, just one further question. 

Mr. Phillips, you alluded to the jet pipe made of ceramics and 
soon. Does your particular industry make anything along that line? 

Mr. Pumuirs. I am glad you raised that question. 

Two of our most important manufacturers are actively engaged in 
very closely related work. I would like to ask my colleague here, 
Mr. Callahan, of the United States Ceramic Tile, to answer that ques- 
tion. 

Mr. Cattanan. Two of the manufacturers in this field have been 
engaged in the development of high-temperature ceramics which have 
a definite application to these programs. 

Mr. Sapiak. I read or heard somewhere not so long ago that the 
answer for a product which could withstand high heat ‘of tomorrow's 
requirements would be finally found by going back te the original 
thing, and that would be ceramics. 

Mr. CaLLanan. That is quite correct. These programs will only 
be allowed to continue if we have an industry in which the engineers 
in ceramic technology can try their arts and apply their skills. 

Mr. Sapiak. Has ‘the Office of Defense Mobilization in any way been 
in touch with the ceramics industry to encourage them or to try to 
help them i In any way? 

Mr. Cattanan. They have at least contacted some of the manu- 
facturers who are working on these problems and indicated their 
oa 

Mr. Sapiak. I am tremendously interested in that phase of it. If 
we are going to keep ahead, as we must, we must have the planes and 
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instruments that can withstand the heat that is created to propel 
these, and we certainly ought to look after the industry which in the 
final analysis is equipped to provide that know-how. 

Mr. CaLLAHAN. T think that is quite correct, and the alarming 
signal we see is the deterioration of the chinaware industry and, now, 
the threat to our industry which could take out a large segment of 
ceramic manufacturers. 

Mr. Sapiak. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Phillips, we thank you and the other gentleman at the table 
for coming to the committee and giving us the benefit of your views. 

Our next witness is Mr. Floyd Bartlett. 

Mr. Bartlett, will you identify yourself for the record by givin 
us your name, address, and the capacity in which you appear, please? 


STATEMENT OF FLOYD BARTLETT, PRESIDENT, AUTOMOTIVE 
EXPORTERS CLUB, CHICAGO, ILL. 


Mr. Barttetr. My name is Floyd Bartlett. I live in Oak Park, Ill. 
I am here today representing the Automotive Exporters Club of Chi- 
cago for the purpose of giving testimony on the bill, H. R. 10368. 

The Cuarrman. Mr. Bartlett, can you conclude your statement in 
the 8 minutes we have allotted to you, sir? 

Mr. Baruett. Yes, I can. 

The CuHarrman. You are recognized. 

Mr. Bartierr. Our club, of which I am now the president, was 
founded in 1946 and has 41 active members representing some 63 or 
more different companies. Some of these companies range in size 
from 7 employees to 4,000 employees, the average being 363 employees. 

The members of our club feel so strongly that this Trade Agreements 
Act should be renewed that they voted unanimously at our February 11 
meeting to send me here to testify in favor of the renewal of this act 
for an additional 5 years without any crippling amendments such as 
making the findings of the Tariff Commission binding upon the 
President. ’ 

To give you an idea to what extent the companies represented by our 
members are dependent upon exports for their prosperity, let me say 
that exports represent from 2 to 40 percent of their business, the over- 
all average being 8.2 percent. 

A survey that I have just made in cooperation with the members 
reveals that a minimum of 2,227 employees within our group are 
dependent upon exports for their jobs and I am sure that you gentle- 
men are interested in preserving their jobs for them by keeping tariffs 
down and thus assuring a continuing high level of exports. 

As part of this testimony, I am submitting our roster along with a 
list showing the locations of the various companies represented by 
club members. This list also shows the approximate number of em- 
ployees per company and the percentage of their export sales to their 
domestic sales from which we derive the number of people in each firm 
that are directly dependent upon exports for their jobs. 

We should keep in mind that in addition to those directly dependent 
upon exports for their jobs, there are many others indirectly dependent 
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upon exports for their jobs; for example, suppliers of material and 
service personnel benefit by a high level of exports. 

As you can see from the previously mentioned list, many of the 
firms represented by the members of our club are small firms that 
are located in small towns and any cessation or decrease in export 
shipments such as could be caused by a tariff increase would throw 
a number of people out of work. For example, one of our members 
represents a firm in Fairfield, Ll., a town with a population of 5,576. 
This firm employs approximately 1,100 people and the percentage 
of their export sales to their domestic sales is 18 percent, which indi- 
cates that at least 198 emp of their firm are directly dependent 
upon exports for their jobs. Think of the impact upon this town if 
this firm’s export volume were to be drastically reduced. 

Multiply this example many times over in towns like Momence, Il. ; 
Sterling, Lll.; Rockford, Ill.; Anderson, Ind.; Kokomo, Ind.; Benton 
Harbor, Mich.; Saranac, Mich.; Osseo, Mich.; Bedford, Ohio; Eau 
Claire, Wis., et cetera, where many small companies are able to prosper 
and employ significant numbers of townspeople because of exports. 

Give these little companies a break by passing this bill, H. R. 10368. 
These little companies don’t have the money to support high-priced 
lobbies, and, so, their voices are oftentimes drowned out by the 
clamoring of the so-called protectionists who seem to be mainly inter- 
ested in protecting themselves rather than the consumer or the country 
as a whole. 

In closing it might be well to think about the words of Cordell 
Hull, the founder of the reciprocal trade program. I quote: 

Without prosperous trade among nations any foundation for enduring peace 
becomes precarious and is ultimately destroyed. 

Thank you. 

I would like to enter just one more statement into the record. 

A few moments ago somebody mentioned restricting the power of 
the President to reduce tariffs. JT submit that if you gentlemen greatly 
restrict or remove the President’s tariff-cutting authority, you, in 
effect, say to the countries of the world, “There is no use bargaining 
with the United States because we can derive no benefit from such 
negotiations.” 

Thank you. 

The Cratman. Are there any questions of Mr. Bartlett? 

Mr. Sapiak. You call, yourselves the Automotive Exporters Club. 
Do you export automobiles? 

Mr. Bartierr. Automotive products. 

Mr. SapiaK. You export them to other countries to be used on what 
kind of vehicles? 

Mr. Bartierr. For the most part, American vehicles. 

Mr. Saptax. And are those American vehicles, vehicles that belong 
to our armed services ? 

Mr. Bartietr. Some of them are. A good many of them are. 

Mr. Sapiak. You do not export used automobiles, by any chance? 

Mr. Bartiett. I do not. 

Mr. Saptaxk. Mr. Chairman, I have just one other item. 
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In the next to the last paragraph you say that: “These little com- 
panies don’t have the money to support high-priced lobbies, and, so, 
their voices are oftentimes drowned out by the clamoring of the 
so-called protectionists who seem to be mainly interested in protecting 
themselves rather than the consumer or the country as a whole.” 

Are you imputing then that the protectionists are the ones who 
have lobbies but the others who are coming here asking for extension 
of these reciprocal trade agreements are in no way spending any 
money or that they are not lobbying? 

Mr. Bartietr. I didn’t mean to imply that. 

Mr. Sapuak. Then also, you read the quotation, “Without prosper- 
ous trade among nations any foundation for enduring peace becomes 
precarious and is ultimately destroyed.” 

After all, these trade agreements started in 1934, and in the interim 
we have had at least two wars, so that the reciprocal trade agreements 
did not avert World War II or the Korean war either. 

Mr. Bartierr. That is quite true. 

The CHamman. We did not fight any wars with anybody with 
whom we had a reciprocal trade agreement, though, during that 
period, did we, Mr. Bartlett? 

Mr. Bartierr. I don’t believe we did. 

The Cuarmman. Are there any further questions of Mr. Bartlett? 

Mr. Bartlett, you have appended to your statement the location of 
certain plants in connection with the statement you had made earlier 
in your statement of the effect of exports upon employees in these 
various plants. Do you want that included in the record ¢ 

Mr. Bartiert. I do; yes, sir. 

The CHarrMan. Without objection, that will be included. 

It is not necessary, however, to include the membership roster ? 

Mr. Bartuerr. That is correct. 

The CuarmrmMan. We will have that for our own use. 

Thank you, sir, for coming to the committee and giving us the 
benefit of the views of your organization. 

(The material referred to is as follows and the roster is filed with 
the committee :) 
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Mr. Sapiak. I will add that, if my recollection is correct, we did 
fight a war with some people with whom we had a trade agreement 


in effect before. 


Czecholsovakia is one that stands out. 


The CuarrMan. The country of Czechoslovakia had been overrun 
by Germany, as I recall, by the time any of our forces were in Europe 


fighting Germany. 


were on the wrong side in that particular fight. 
Mr. Sap.ax. I think that would be one of the countries though. 


So I doubt we can lay it onto the Czechs, as they 
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The Cuarmman. The gentleman will admit, however, that by the 
time we got to Europe with our forces Germany had taken over 
Czechoslovakia, that it was not Czechosolvakia’s decision; it was a 
German decision. 

It would be hard for me to agree that we went to war with any 
country with which we had a reciprocal trade agreement. 

Mr. Mason. Would the gentlemen agree that, in spite of the re- 
ciprocal trade agreements or because of the reciprocal trade agree- 
ments, that we have war? 

The Cuarrman, I will admit that it is possible to have a war and 
trade with somebody, but the point that I think the gentleman is 

ing to make is that there is less likelihood of war with a country 
with which we carry on free and generous trade relations. 

Thank you, Mr. Bartlett, for coming to the committee and giving 
us the benefit of your views. 

Mr. Bartuerr. Thank you, gentlemen. 

The CHamman. Our next witness is Mrs. Esther Hymer. 

Mrs. Hymer, you had to wait patiently all day to be the last one on 
the calendar. Will you identify yourself for the record, please, by 
giving your name, siilinste, and the capacity in which you appear. 


STATEMENT OF MRS. ESTHER HYMER, DIRECTOR, CHRISTIAN 
WORLD RELATIONS, GENERAL DEPARTMENT OF UNITED CHURCH 
WOMEN, NATIONAL COUNCIL OF CHURCHES OF CHRIST, U.S. A., 
NEW YORK, N. Y. 


Mrs. Hymer. Thank you. 

I am Esther Hymer, director of Christian world relations for the 
General Department of United Church Women, National Council 
of Churches of Christ. I am speaking by your courtesy in behalf 
of the United Church Women, which you know is a part of the 
National Council. 

The United Church Women, as you know, is made up of the 
cooperating denominations in the National Council of Churches, or- 

anized in 2,200 State and local councils in the 48 States, Washington, 

. C., Hawaii, and Alaska. 

I do not speak for each one of our churchwomen, but, rather, 
for churchwomen organized around the country in local councils 
and in State councils. Certainly I don’t speak for the 10 million in 
the churches, but my remarks are in keeping with the actions of the 
constituent bodies that have been expressed and are keeping with 
the National Council. Certainly our coming here perhaps may seem 
unusual when you have been hearing these special people coming 
here with a great deal of competence, but I am speaking because it 
was decided in 1950, when the United Church Women organized 
and became a great body, that in exercise of their great American 
prerogative they had an obligation to enter into the decisions of the 
Government in behalf of charity, justice, and the dignity of man. 

It was stated at that time that churchwomen are deeply conscious 
of their responsibility to be constantly informed of the decisions made 
or in the making by various governmental bodies and of making their 
concerns and convictions known to those whose responsibility it was 
to formulate those decisions. 
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They recognized that this responsibility demanded the best they 
can give in intelligence, humility, and the willingness to see the prob- 
lems that confront our lawmakers from the point of view of the 
greatest good to the brotherhood of all men rather than that of pro- 
vincial or merely personal self-interest. 

With your permission, I will file a complete record of our state- 
ment, and just bring out a few points here at this time. 

The CHAIRMAN. Without objection, your entire statement will be 
made a part of the record. 

Mrs. Hymer. The churches, as you perhaps know, have supported 
programs to expand world trade over a period of years because they 
believe that trade strengthens the foundation of political stability and 
freedom, and they were working toward this effort of securing justice 
for all people and relating it to peace in the world. 

There has been a consistent reiteration of that belief over a period 
of years, and perhaps I will bring to your attention just our most re- 
cent statement, which occurred last October when gathered in New 
York where representatives, some 65, representing all of the States 
were there again reiterating their support for the renewal of the 
Trade Agreements Act, and asked all of the local councils to continue 
the study of the need for expanding world trade and their support for 
the renewal of the reciprocal trade agreements program. 

Then, just this last month, when our administrative committee met 
in New York, they commended the President for his leadership for 
the renewal of the Reciprocal Trade Agreements Act for a 5-year 
period without crippling amendments, because they believed that 
stability should be given to the program and adequate authority to 
expand the gains which had been made in this program. 

There are four reasons for which I speak. Just briefly I will refer 
to the four reasons why we think we have some competence to ex- 
press ourselves at this time on this very important measure. 

First of all, our statements are based on the overall study of the 
problem and some general understanding of the questions involved. 
There has been intensive study, perhaps stemming from 1953, when 
it was pointed out that people in the churches needed to be better 
informed on the economic factors in the structure of building lasting 
peace, and that study has continued. Last year the whole study was 
around the question of emerging people and our whole relationship 
to the underdeveloped areas. And this year, 1958, our complete study 
is around exchange, goods, ideas, and people, feeling that as we un- 
derstand better this partnership as we work together, we could relate 
the question of trade to the overall framework of building a more 
stable world order. 

Then we feel that in expressing ourselves on measures related 
to the exchange of goods, we are listing our concerns for the Chris- 
tian principles which we profess, because, while trade is a process, it 
affects the lives of millions of our own and in other countries and, 
therefore, it really is a moral question and it should be guided by 
justice to all concerned. 

We have consistently expressed and demonstrated our concern for 
the well-being of people in this country as well as wherever there 
is distress in the world, and certainly since the 19th century through 
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the world home mission and foreign-mission programs we have de- 
veloped contracts, friendships, and services, schools, hospital, and 
agricultural centers, because we believe that life is one piece, that 
all humanity is bound up together, and that neither segments of 
life nor branches of the human family can be divided off for separate 
treatment. Therefore, as American Christians, we are concerned 
with the whole fabric of world society which conditions the lives of 
our members, knowing fully that our own well-being and even secu- 
rity in this century will ultimately be influenced by conditions affect- 
ing members of the human family in other areas of the world. We 
must continue to make possible the increasing exchange of goods 
so that we and they can both prosper. Christian faith has taught 
us that God’s order is one of material and spiritual interdependence. 

Political or economic isolation is impossible. Therefore, we as 
Christian citizens have a moral responsibility to help shape a foreign 
»olicy which makes it possible as a nation to use our wealth and our 
caorudas in helping to meet the material needs of our own and 
others. 

Then the third reason we support this increased exchange of goods 
is because we believe that trade is related not only to our aid policy, 
but to world peace. 

The United States has been entrusted with great wealth. It has 
tremendous influence in the world through the sheer weight of its 
economic power. How this power is used in this critical period of 
history may determine the future destiny of free people and inde- 
pendent nations, especially those in less developed areas, some of 
which have been receiving technical assistance and aid for economic 
development. Certainly our concern for their wellbeing now is re- 
lated to our whole concern for continuing our increased trade with 
those countries. Certainly as we follow the procedures laid down 
in the Reciprocal Trade Agreements Act it does make possible orderly 
arrangements by which exchange can be facilitated. It is a modest 
and sensible method of making trade easier, and while we realize 
that the encouragement of trade is not a panacea, as you just pointed 
out in your last remarks, it is certainly indispensable to world peace 
if we are going to build a sound foundation. 

The last reason why we are concerned is because of its implications 
on the international scene. As you know, this question of interna- 
tional trade was thoroughly discussed at Geneva last summer at the 
Economic Council by 18 countries, at which they were reviewing this 
problem from a whole wide-world area, and then it came to the Gen- 
eral Assembly this fall. I am there as an observer. The discussion 
that went on between the 82 nations wae very revealing because it 
showed that expansion of trade is necessary to full employment and 
improvement of living conditions of all countries, and especially to 
the economic development of the less developed countries; and that, 
in order to achieve such an objective, greater efforts should be made 
to promote free and fair international competition by eliminating or 
lowering unduly high tariffs and other unjustifiable barriers to inter- 
national trade. 

Certainly international trade is the lifeblood of some nations such 
as Britain, Japan, and the Netherlands. Yet, it is indispensable to 


the wellbeing of all nations. And the resolution that came out was 
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unanimously adopted, wliich doesn’t happen too open at the United 
Nations. The governments were requested to continue their efforts 
to reduce existing barriers to international trade in a mutually satis- 
factory manner for the purpose of expanding such trade at the fastest 
possible rate. 

Since United Church Women have given full support to the United 
Nations in its work, we believe that you should consider this request 
to our Government as 1 of the 82 when considering the renewal of 
this Trade Agreements Act. 

I found this morning that others spoke of having been here since 
1934, and I should perhaps like to point out that I also was here when 
reciprocal trade was first started in 1934, and have followed it con- 
sistently through the years and feel that the fact that we today have 
this export-import of trade, which is some $36 billion—if you remem- 
ber, in 1934 it was down to about $3 billion to $4 billion—and since 
we know that there has been an orderly expansion, this has been 
useful to everyone. However, I think we have to recognize in fair- 
ness that certain industries in specific areas and in some individual 
towns have been hurt, and that has been true among some of our 
church women. 

I just returned from the Far West, and Montana, and I do know 
that there has been and there probably will be adversely affected 
areas, perhaps some temporarily, and we recognize that there is an 
obligation somewhere to find a way to equalize this burden so that 
a few will not carry an unjust share of this burden resulting from 
the effort to increase trade through reduced tariffs. And, so, when 
we think about this question today we have to see that all of the 
country and every business interest has a stake in the present struggle 
for survival. 

Certainly we know that trade between the nations is the lifeblood 
of a free, prospering economy essential to any foundation for peace. 
The renewal of this act to make possible further negotiations should 
be considered on two counts: First, whether it will assist the freer 
movement of goods with an overall expansion of world trade; and, 
second, whether it is clearly in the national interest of the whole 
country. 

Then there are two new points to be considered that are certainly 
very different from 1934 or even a few years back, and that is this 
Soviet economic offensive, and certainly the establishment of the 
common market in Europe, which is going to mean the necessity for 
fluidness of any negotiation during these critical next 5 years. 

I want to conclude my statement by pointing out that the church 
women have been very eager to approach these problems fairly and 
honestly, and they adopted these principles that would guide their 
work, in which they state that we recognize that the difficulties in 
the making of our foreign policy are extreme, and the importance 
of right decisions is certainly profound, especially at this time. And, 
therefore, we resolved to urge our statesmen and representatives to 
judge foreign policy issues by moral principles, with humility, ma- 
ture thinking and a concern for the needs and aspirations of all peo- 
ple; further, that they use boldness, vision, and consistency in the 
solution of the problems facing them, thinking of their task in terms 
of unified a a policy. 
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The resolution was concluded by these rather significant words: 


Resolved, That we inform those responsible for guiding United States foreign 
policy that they have our constant prayers for God’s leading presence at all 
times. 


Thank you very much. 
(Mrs. Hymer’s full statement is as follows :) 


STATEMENT CONCERNING THE RENEWAL OF THE RECIPROCAL TRADE AGREEMENTS ACT 


Submitted by Esther W. Hymer, director, Christian World Relations, General 
Department of United Church Women, National Council of Churches of 
Christ, United States of America, New York, N. Y. 


I am Esther W. Hymer, director, Christian World Relations, United Church 
Women. By your courtesy I am pleased to speak in behalf of the General De- 
partment of United Church Women of the National Council of Churches of Christ 
in the United States. 

United Church Women is made up of women of the cooperating denominations 
in the National Council of Churches, organized in 2,200 State and local councils 
in the 48 States, Washington, D. C., Hawaii, and Alaska. 

I do not speak for each one of our churchwomen, of course, but my remarks 
are in keeping with actions of the constituent bodies of United Church Women 
and of the National Council of Churches of which we are a part. We support 
statement made to this committee on February 26, by Dr. Roy Blough in be- 
half of the National Council of Churches. 

I speak because it was decided at the assembly in 1950, and later by our board 
of managers, that Christian women in the exercise of their great American 
prerogative had an obligation to enter into the decisions of Government in behalf 
of justice, charity, and the dignity of man. 

It was stated at that time that churchwomen are deeply conscious of their 
responsibility to be constantly informed of the decisions made or in the making 
by various governmental bodies and of making their concerns and convictions 
known to those whose responsibility it was to formulate those decisions. 

They recognized that this responsibility demanded the best they can give in 
intelligence, humility and the willingness to see the problems that confront 
our lawmakers from the point of view of the greatest good to the brotherhood 
of all men, rather than that of provincial or merely personal self-interest. 

With your permission I wish to file in your records a complete statement, 
including our most recent policy declarations, and shall emphasize here briefly 
some of the more important points of our position. 

Over a period of years the churches have urged that the United States should 
support programs to expand world trade and extend aid in order to strengthen 
the foundations of political stability and freedom, in an effort to secure justice 
for all peoples and peace in the world. This concern was expressed a decade ago 
at the Biennial National Assembly held in 1948, when the following statement 
was adopted: 

“The United Council of Church Women reaffirms support of reciprocal trade 
agreements and urge their renewal as a necessary part of full cooperation with 
the International Trade Organization and all other means of establishing world 
economic health.” 


The assembly also approved the United States joining the International Trade 
Organization which at that time was being considered. Concern for trade was 
included in a statement adopted at the 1950 Biennial National Assembly on a 
positive program for peace, at which time belief that peace is possible and 
achievable in our day was reaffirmed. The following statement was adopted: 

“We believe that this is God’s world and that we and all of his children are 
free to choose the path of obedience to his will, the way of justice and of love, 
which alone can accomplish His purpose for mankind.” 

Whereas a just and lasting peace depends upon positive, constructive ideas 
and actions, a list of objectives was agreed upon, one of which dealt with expan- 
sion of trade. It stated: “We urge unflagging support by our Government of 
efforts to expand trade with other nations.” 

In 1952 our board of managers reaffirmed their poistion and adopted the 
further statement : 
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“Because world economic health depends upon healthy trade relations between 
nations, United Church Women have continued to support the Reciprocal Trade 
Agreements Act and to urge its renewal.” 

When our administrative committee met in October 1957, they adopted the 
resolution which follows: 

“Recognizing the need for increased trade in order to speed economic devel- 
opment of underdeveloped areas and assist emerging people in the attainment of 
economic independence. 

“Remembering that United Church Women has reaffirmed repeatedly their 
support for the renewal of the Reciprocal Trade Agreements and the establish- 
ment of an International Trade Organization to regulate and promote increased 
trade between nations. 

“In view of the fact that the World Community Day theme for 1958 will be 
‘Exchange: Goods, Ideas, and People’ which is related to world trade: Be it 

Resolved, That the executive committee of United Church Women ask State 
and local councils that there be continued study of the need for expanding world 
trade and that there be support for the renewal of the Reciprocal Trade Agree- 
ment and approval for the proposed Organization for Trade Cooperation in the 
next session of Congress.” 

Our most recent action was taken by our administrative committee, made up 
of elected representatives from the cooperating denominations and State coun- 
cils, at its meeting in New York on February 7, 1958. The committee com- 
mended the President for his leadership for renewal of the Reciprocal Trade 
Agreements Act for a 5-year period, without crippling amendments. They also 
expressed profound concern regarding the need to reduce barriers to world trade. 

We speak at this time for the following reasons: 

1. Our statements and resolutions are based on study of the overall prob- 
lem and some general understanding of the questions involved. Intensive 
study of the question of expanded world trade began with the recommenda- 
tions of the Christian World Relations Committee made in 1953, that church 
women should be better informed than they are concerning the importance 
of the economic factors in the structure of lasting peace. 

The Christian World Relations Committee of United Church Women believes 
that the following elements of United States foreign trade policy would further 
world peace: 

1. Elimination of discriminatory trade regulations ; 

2. Reduction of tariff barriers ; 

3. Renewal of reciprocal trade agreements with reconsideration of peril 
and escape clauses for possible deletion or adjustment ; 

4. Simplification of customs regulations. 

We therefore urge that churchwomen first study the measures which will 
promote these aims, then inform their Congressmen of their opinion. World 
trade has since been incorporated each year in the study program. 

In 1957 the study of trade was related particularly to emerging people and 
improvement of conditions in the less developed areas through economic develop- 
ment. It was found that without markets for their raw materials they could 
not earn money to buy machines and finished goods to speed development. 

In 1958, the study has centered on world trade under the theme: “Exchange: 
Goods, Ideas, People.” We have issued a special study guide and program 
plans, and distributed the pamphlet, Together We Are Strong, published by the 
Department of State, so that the question of world trade can be studied in 
every possible local community. 

II. Support of measures by which exchange of goods may be increased 
is based on Christian principles. 

This continuing support of churchwomen of the United States for measures 
to reduce trade barriers and increase exchange of goods between nations is in 
keeping with the basic Christian principles which we profess. While trade isa 
process, it affects the lives of millions of people in our own and in other coun- 
tries. Therefore it is a moral question that should be guided by justice to all 
concerned. We have consistently expressed and demonstrated our concern for 
the well-being of people in the United States, and wherever there was distress 
in all parts of the world. 

Since the beginning of the 19th century we have had a special concern for those 
in the less developed areas. We have established channels of friendship and 
service because we believe that life is one piece, that all humanity is bound up 
together, and that neither segments of life, nor branches of the human family 
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can be divided off for separate treatment. Therefore, as American Christians, 
we are concerned with the whole fabric of world society which conditions the 
lives of our members, knowing fully that our own well-being and even security 
in this century will ultimately be influenced by conditions affecting members of 
the human family in other areas of the world. We must continue to make possible 
the increasing exchange of goods so that we and they can both prosper. Christian 
faith has taught us that God’s order is one of material and spiritual inter- 
dependence. 

Political or economic isolation is impossible. Therefore we as Christian citi- 
zens have a moral responsibility to help shape a foreign policy which makes 
it possible as a Nation to use our wealth and our knowledge in helping to meet 
the material needs of all people. 

III. Our support stems from the belief that trade is related to aid and to 
world peace. 

The United States has been entrusted with great wealth. It has tremendous 
influence in the world through the sheer weight of its economic power. How 
this power is used in this critical period of history may determine the future 
destiny of free people and independent nations, especially those in less de- 
veloped areas, some of which are receiving technical assistance and aid for 
economic development. The trade policy now under consideration to guide 
economic relations with other nations will affect the well-being of our own 
people and especially that of millions living in far distant places. 

If our concern leads us to give aid for economic development, then we must 
be ready to find markets for the goods which new countries have to sell. Pro- 
cedures as laid down in the Reciprocal Trade Agreements Act make possible 
orderly arrangements whereby this exchange can be facilitated. 

IV. The question is of international concern. 

Expansion of international trade was thoroughly discussed in Geneva last 
summer by representatives of 18 countries, members of the U. N. Economic and 
Social Council. The report was considered by the representatives of 82 nations 
at the 12th session of the General Assembly. After considerable discussion it 
was agreed that further expansion of international trade is necessary to the 
full employment and the improvement of living standards of all countries, and 
especially to the economic development of the less developed countries; and 
that, in order to achieve such an objective, greater efforts should be made to 
promote free and fair international competition by eliminating or lowering un- 
duly high tariffs and other unjustifiable barriers to international trade. 

Governments were requested to continue their efforts to reduce existing 
barriers to international trade in a mutually satisfactory manner for the purpose 
of expanding such trade at the fastest possible rate. 

Since united churchwomen have given full support to the United Nations, it 
feels compelled to ask you to consider this request from the United Nations 
General Assembly to expand trade through the renewal of the Reciprocal Trade 
Agreements Act. 

Because I may be one of the few to testify who were here in 1934 when this 
measure was first proposed and have followed or participated in its renewal since 
that time, I would like to add a personal conclusion, since I have known five 
Members of Congress both for and against this measure who have been from both 
political parties and all parts of the country. A set pattern of support has been 
lacking. Each time renewal has been considered, there has been a welter of con- 
flicting local, sectional, or specific industry special pleadings. It is true that 
certain industries, specific areas, and some individual towns have been and will be 
adversely affected, sometimes temporarily. We recognize that there is an obliga- 
tion to find a way to equalize the burden so that a few will not carry an unjust 
share of this burden resulting from reduced tariffs on specific items. 

All parts of the country and every business interest has a stake in the pres- 
ent struggle for survival and we know that trade between nations is the lifeblood 
of a free, prospering economy essential to any foundation for peace. The renewal 
of this act should be considered on the basis of whether it will assist the freer 
movement of goods, with an overall expansion of world trade, and whether it is 
clearly in the national interest of the whole country. 

I will conclude by bringing you a statement, adopted at our 1950 assembly in 
Cincinnati, which has continued to guide churchwomen in their work : 

“Whereas we recognize that the difficulties in the making of our foreign policy 
are extreme, and the importance of right decisions is profound: Therefore be it 

“Resolved, That we urge our statesmen to judge foreign policy issues by moral 
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principles, with humility, mature thinking, and a concern for the needs and 
aspirations of all people; further, that they use boldness, vision, and consistency 
in the solution of the problems facing them, thinking of their task in terms of 
unified global policy.” 

The resolution was concluded by these significant words: 

“Resolved, That we inform those responsible for guiding United States foreign 
policy that they have our constant prayers for God’s leading presence at all 
times.” 

Thank you for this privilege. 

The CuatrMan. Are there any questions of Mrs. Hymer ? 

Mr. Simpson will} inquire. 

Mr. Sumpson. Mrs. Hymer, I find, as I might expect, throughout 
your statement there are many references to Christian principles and 
evidence of your belief that the reciprocal trade agreements program 
furthers desirable principles among the nations of the worl , and to 
that point I would like to address a few Sperea es, 

I have before me, of course, the resolved clause of the resolution, 
the second one from the bottom on page 7 of your paper, and I am led 
to make a suggestion that if you were convinced that this legislation 
did not tend to further Christian principles you would not favor the 
legislation or you would favor amendments which would make it fur- 
ther Christian principles. 

Mrs. Hymer. That is right; definitely so. 

Mr. Stmpson. I am sure you are certain on that point as you so 
clearly state. 

Then, to the extent that the operation of the reciprocal trade agree- 
ments policy has resulted in the furtherance or the perpetuation of 
child labor, of unlimited hours of work, of low and cheap labor in 
foreign countries, is it not true that the program is defeating a Chris- 
tian principle toward which we aspire among the nations of the world ? 

Mrs. Hymer. No, I don’t believe so because I believe that this prin- 
ciple of exchange of goods is very definitely the overriding principle. 

When you speak of low labor standards in other countries, that is 
the reason why, through the international labor organization, they 
have tried consistently and great improvements have been made in 
increasing the labor standards and in doing away with child labor. 

I don’t believe we can say that those things are perpetuated by our 
Reciprocal Trade Agreements Act. 

Mr. Sutpson. If, in fact, we do increase demand for cheap goods 
made as a result of child labor and women’s labor, long hours, and 
in fact we are increasing the demand for those goods by providing 
a market for them, and if we encourage the people who exploit that 
type of labor as a result of this bill, surely you cannot agree it is 
carrying out the spreading of Christian principles. 

It is no answer, I respectfully suggest, to say that through some Me 
ternational agreement affecting labor we : should not allow this. I sa 
the two should be combined and then the Christian principles anid 
be furthered. 

Mrs. Hymer. I think that is true, and I think that you see when 
you apply Christian principles you have a great problem because you 
find yourself sometimes disagreeing with things you would like to 
agree with, and you find yourself agreeing with ‘things that otherwise 
you might oppose. 
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Mr. Stmeson. I know if we had the time for discussion we could 
o on and find ourselves in agreement. But, instead of going step 
y step, I have to step ahead a bit and say why then cannot we a 
that this bill ought to be amended to provide that there should be 
something done to equalize the cost of production abroad with cheap 
labor being used, where child labor is being used, where women are 
being exploited; that we should in this law, in consideration for a 
share of our market, demand that those countries raise their standards? 

Mrs. Hymer. I think that is the reason why we look to you in your 
judgment to apply that. We are not stating a definitive statement. 
We are giving you the principles which we believe and we hope then 
vou will consider those principles, and, if you feel it should be amended 
in that way, we would expect you to do so. 

Mr. Stupson. I think you said that you agreed with me. 

Mrs. Hymer. I agree that what we look to you to do as our repre- 
sentatives, our men who are qualified to judge these things in detail, 
is to find the principles that we bring to you and apply them as you 
see that they need to be done. 

Mr. Srmupson. Then representing the great National Council of 
Churches of Christ in the United States of America and the United 
Church Women and so on, you would favor legislation in this bill 
which would tend to equalize the cost of production in those areas 
where workers are being exploited ? 

Mrs. Hymer. I think, rather than on the basis of cost of production, 
I would favor it on the basis that there just are standards by which 
all men must work. 

Mr. Smrrson. I agree with you that this would be desirable. 
Thank you very much. 

The Cuarrman. I hope now that you and Mr. Simpson have not 
gotten yourselves to the point of suggesting that in some instances it 
might be well for us not to carry on trade because of the possibility 
that if we do carry on trade we may depress living conditions even 
below their present very low level in some of these countries. 

Mrs. Hymer. That is true, that you are not going to curtail the 
trade. But you can ask that in the production of goods that might 
enter into international trade, that certain standards be aimed at. 

The Cuatrman. It would be well to do that, but it would not be 
well to cut off trade until those standards were adopted, would it? 

Mrs. Hymer. It wouldn’t in some areas, but, because as you work 
with people in other countries the standards of what they believe are 
so very different, you have to adjust your improvements as time 
permits and go toward a goal which will be better for everyone. 

The Cuaran. The point is they will not be able to raise their 
standards of living if they do not have access in many instances to 
world trade. 

Mrs. Hymer. That is right. 

You see, in many of these new places where they are beginning 
with cottage industries, we have tried very hard to make them see 
that cottage industries are a good thing to begin, but certainly begin 
with fair labor standards so it doesn’t become sweat labor in the 
homes. And I think that step by step you have to keep the balance 
as you are wor!:ing on this and use judgment. 
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The Cuarrman. Is not the way to accomplish that, as you have 
already indicated, through agreements under the auspices of United 
Nations rather than for us to try to force legislatively some program 
upon a country ? 

Mrs. Hymer. I don’t think that you can force anything by legisla- 
tion. I think it has to come through your process of education and 
so on that would make it possible for them to go ahead. 

The Cyaan. Should we amend this legislation to limit the field 
to trade with those countries that do certain things internally ? 

Mrs. Hyer. I don’t think we could ever do that because that is, 
again, artificial barriers that you are setting up. 

Mr. Simpson. It is pretty obvious to me that you have gone com- 
pletely around in a circle, and I am sure that you do not mean that 
we should adopt legislation which will let you aid the low standards 
of living in the nations with whom we made reciprocal trade agree- 
ments, by these agreements. You donot mean that? 

Mrs. Hymer. I don’t think that you can do that by taking your 
legislation in the reciprocal trade agreements and amending it in a 
way that is going to curtail your trade. You are talking about two 
different things here and I think we have to approach them in two 
different ways. You are talking about extending the reciprocal trade 
agreements per se. 

Mr. Stmpson. Are you willing to extend willy-nilly regardless of 
how they treat the women and the children ? 

Mrs. Hymer. I think the first problem today is to exchange our 
trade because we have to increase the possibilities for these countries 
to live and go forward. 

I just got back from a population conference in Rome, and where 
you find population going up you deal with the population problem. 
As you found countries increasing their trade, able to sell goods and 
raising their standards, you have your social program going forward 
consistently. We have to think in terms of the social consequences 
of the economic development, and those two things are going right 
straight along with trade. 

I don’t think you should mention it here, Mr. Simpson. I think 
we have two different angles that we are working on, and I think 
this bill to renew the agreements has to do with renewing trade per se. 
I think your social benefits must come over here where you tackle 
those from another angle. 

Mr. Simpson. I suppose I belong to that council of church either 
directly or indirectly, but I certainly cannot subscribe to any prin- 
ciple by which that great organization is favoring legislation which 
is intended or has the effect of perpetuating slave labor or production 
in foreign countries on the excuse that some other kind of legislation 
ought to correct it. 

Mrs. Hymerr. I think, in the first place, you are making a very 
broad statement, if you will pardon my pointing it out. 

Mr. Stupson. I am making it as accurate as I can. 

Mrs. Hymer. When you say that this perpetuates slave labor, how 
many countries and where does it slave labor ? 

Mr. Stmrson. I consider that the wage under 15 cents an hour is 
the exploiting of slave labor, even though it be the standard there. 
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The people are existing in a low standard of living, and, in order to 
maintain that standard, people who are exploiting them enter int 
agreements through their government with the reciprocal trade agree- 
ments law, and we admit the goods to this country and they pocket 
the profit and do nothing to improve the standard of those workers. 

I think that our law, if we renew the Reciprocal Trade Agreements 
Act, ought to contain a provision that some of this profit that ¢ goes back 
into that country be required to help raise the standard of living, to 
tend to equalize the standard of living between that individual woman, 
child, or man with the American workers. 

Mrs. Hymer. I think possibly that could be done asa goal. I don’t 
see how legislatively it could be. | 

Mr. Smrpson. It is not being done. We have gone along for 20 
years not thinking about the standard of living at any other place but 
here, providing some jobs in the high-paid industries and Government 
employment in the lower-paid industries here. 

Mrs. Hymer. You feel that can be done by a proviso? 

Mr. Srpson. I think it is the only way it can be done with any 
certainty. Certainly it is the only way this committee will have any 
jurisdiction. Otherwise I think that if we put a bill out here it will 
go on for another 20 years perhaps and the workers in Japan or in the 
Far East who make gloves and embroidered work and earn a few cents 
an hour just break into our market and have no chance of increasing 
their stature. 

Mrs. Hymer. Of course, then you are being involved in national 
legislation of another country, which is rather hard to become in- 
volved in through our reciprocal trade agreements. 

Mr. Simpson. We are the ones that are saying to them, “We will buy 
your product if you buy something of ours.” So, if we say that, we 
could also say, “Provided you raise your standard of living a bit.” 

Mrs. Hymer. I think that is a very interesting observation and I 
will certainly care to see how that could be solved. 

Mr. Srupson. You have been a very fine witness and I appreciate it. 

Mr. Mason. Mr. Chairman ? 

The CHarrman. Mr. Mason. 

Mr. Mason. I am intrigued and I want to say this: I have been a 
Sunday school superintendent for thirty-odd years and a teacher for 
that long or longer, and I just want to ask you one question : 

If you are the for eign country and I enter into an agreement with 
you to say to you that I give you the right to enter this best market in 
the world if you will do certain things to improve the standard of 
living in your country, what is wrong w ‘ith that 4 

Just between the two of us, Is say “to you, “I am going to give you a 
very valuable concession, the most valuable concession from a trade 
standpoint in the world—our market.” Is it wrong for me then to 
tack on to that valuable concession a statement which says, “No more 
slave labor over there. No more sweat shop over there. No more 
taking advantage of children and so forth and so on. Otherwise I 
won’t let you into this market.” What is wrong with that from a 
Christian standpoint ? 

Mrs. Hymer. I don’t think there is anything wrong from a Chris- 
tian standpoint, but I think it has to be placed as a goal rather than 
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as an enforcible legal qualification because I do not think it will be 
enforced. 

Mr. Mason. We have had a goal for 24 years and that goal has 
never been arrived at because it ‘has not been tied down with legisla- 
tion. We have made agreements that they never kept. We have 
lowered our tariff walls until they are almost the lowest in the whole 
world, and they in many instances in Europe have raised their tariff 
walls by licenses and other ways to shut out our goods. Do you call 
that reciprocal ? 

Mrs. Hymer. I think that unless you tie it down to a particular 
country with a particular tariff at a particular date, we are talking 
on generalities that I won’t be able to answer, but I think that when 
you look at a particular measure you have to see the greatest appli- 
cation and see the greatest good that results from it, and I think that 
even today we have been talking about many things that are not re- 
lated to this very simple measure, which, as I understand it, gives 
the power for further negotiation; does not affect one that is already 
there. And as we go forward with further negotiation on tariff 
business, there are many, many other questions that enter into this 
which certainly have to be considered because this measure is not go- 
ing to solve all the problems in the world. 

Mr. Mason. I understand that, and as a practicing Christian—and 
I claim that I am—I have never voted for the reciprocal trade agree- 
ments extension in the 20 years I have been in Congress because, al- 
though I agree with the objectives, I say those objectives have never 
been brought about and will never be brought about under this present 
system of going on with our Reciprocal Trade Agreements Act. 

That isall. ‘Thank you very kindly. 

The Cratrman. Mrs. Hymer, I am about ready to conclude that 
we made a mistake a few years ago in laying aside ITO because one 
of the objectives of ITO was to do exactly what you are being re- 
quested now to agree should be done through reciprocal trade agree- 
ments. 

Mrs. Hymer. That is right. You will find in my statement that 
we did work for the ITO, and we are working for the Organization 
for Trade Cooperation because you have to have international rules, 
and these rules that Mr. Simpson and Mr. Mason are speaking about 
could be incorporated into that international referee who would say, 
“This country cannot enter into international trade until it maintains 
certain standards.” So that is why I say your reciprocal trade agree- 
ment is just one little part of this picture. It is an important one, 
but you did not ask me to speak tien the Organization of Trade 
Cooperation. We would be here all afternoon if you did. 

The CHarrmMan, Are there any further questions? 

If not, we thank you, Mrs. Hymer, for coming to the committee and 
giving us the benefit of the views of your organization. 

Mrs. Hymer. Thank you so much. 

The Cuarrman. That concludes the calendar for today. 

Without objection, the committee will adjourn until 10 a. m. to- 
morrow. 

(Whereupon, at 4:15 p. m., the committee adjourned until 10 a. m., 
Tuesday, March 4, 1958.) 
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TUESDAY, MARCH 4, 1958 


Howse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
hearing room, New House Office Building, Hon. Wilbur D. Mills 
(chairman) presiding. 

' The Cuarrman. The committee will please come to order. 

Mr. Ikard. 

Mr. Ixarp. Mr. Chairman, I would like to call the attention of the 
committee to the fact that we have among the witnesses today four 
distinguished Texans whom I would like at this time en bloc to intro- 
duce to the committee. 

Mr. Robert L. Wood, who I believe will be the first witness, is the 
immediate past president of the Independent Petroleum Association 
of America, and one of our leading independent oil and gas operators 
in Texas, a man who is well acquainted with the subject, and one of our 
most distinguished citizens. 

The third witness will be Judge Gordon Simpson, who presently is 
the president of the Independent Petroleum Association of America 
and also president of the General American Oil Company of Texas. 
Judge Simpson is one of our truly distinguished citizens of Texas. 
He has served in our State legislature, in the house of representatives: 
he has been an associate justice of our Supreme Court of Texas; and 
during the war years and immediately afterwards he was a colonel in 
the Judge Advocate Corps and participated in the war crimes trials at 
Dachau, Germany. 

Mr. Jerry O’Brien, who is the president of the Texas Independent 
Producers & Royalty Owners Association of San Antonio, Tex., is one 
of the real leaders of the independent industry in Texas. 

Mr. Ear] Turner, who we will hear last, I believe, of that group, is 
one of the executive vice presidents of the Producers & Royalty Own- 
ers, and, in my judgment, is one of the best-informed men on the prob- 
lems of the petroleum industry in America. 

Mr. Chairman, I commend the attention of the committee to these 
four witnesses. 

Thank you very much. 

Mr. Mason. Mr. Chairman, may I say a word ? 

The Cuarrman. Mr. Mason. 

Mr. Mason. In addition to the words of Mr. Ikard, I have small 
real-estate holdings in Texas that there is a little oil on, and T will 
listen with sympathy to the presentation of the gentlemen from Texas. 

Mr. Ixarp. That is very comforting for me to know, Mr. Mason. 
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The CuHarrMan. The committee will be in order. 

Our first witness is Mr. Robert L. Wood. 

Mr. Wood, please come forward and, for purposes of this record, 
identify yourself by giving us your name, address, and the capacity in 
which you appear. 


STATEMENT OF ROBERT L. WOOD, CHAIRMAN, EXECUTIVE COM- 
MITTEE, INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA 


Mr. Woop. My name is Robert L. Wood. My home is Midland, 
Tex., where I am an independent oil producer and drilling contractor. 

The Carman. Would it be possible for you to conclude your state- 
ment in the 10 minutes allotted to you ? 

Mr. Woop. Yes, sir. 

The CHamman. Thank you. You are recognized. 

Mr. Woop. I appear before this committee as chairman of the 
executive committee and immediate past president of the Independent 
Petroleum Association of America, a national association of oil and 
gas producers, and land and royalty owners. The list of associa- 
tions is as follows: Panhandle Producers & Royalty Owners Associ- 
ation, Amarillo, Tex.; Southwestern Pennsylvania Producers 
Association, Washington, Pa.; East Texas Oil Association, Tyler, 
Tex.; Independent Oilmen & Landowners Association of North Da- 
kota, Bismarck, N. Dak. The members of the association drill more 
than three-fourths of all oil and gas wells in the United States and 
produce more than 2 million barrels daily of crude oil, representing 
more than one-third of all domestic production in the producing areas 
in 31 States. 

I have a rather detailed statement that I would like to submit at 
this time, with the request that it be made a part of the record of this 
hearing. Realizing that your committee has a busy schedule, I will 
summarize the information and recommendations which are presented 
with supporting evidence in my detailed statement. 

Also, Mr. Chairman, I would like to put into the record at the same 
time the statement of Mr. Russell B. Brown, our general counsel, if it 
is in order. 

The Cuarrman. Without objection that statement will be included, 
and your full statement will be included in the record also. 

Mr. Woop. Thank you. 

Specifically, the association that I represent, by action of its execu- 
tive committee on January 20, 1958, proposes the following legislative 
program as to oil imports: 

1. That section 7 (defense amendment) of the Trade Agreements 
Act of 1955 be amended so as to provide that whenever the President 
has determined, under section 7 or other authority that imports of a 
commodity shall not exceed specified levels, any importing company 
whose imports exceed such levels shall be subject to a duty on the 
excess imports equivalent to 30 a of the value of the cargo at 
point of entry and shall be subject to specific penalties including 
damages and confiscation of cargo. 

2. That the defense amendment be further amended to provide 
that imports of crude oil and petroleum products, respectively, in ex- 
cess of the 1954 relationship of such imports to domestic petroleum 
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demand, are deemed to endanger national security and shall be lim- 
ited to such relationship. 

The first proposal is a general amendment that would apply to any 
commodity whenever the President has determined that it is necessary 
to limit imports. — 

The second proposal would establish, in the case of oil as a matter 
of law rather than administrative determination, that imports of 
crude petroleum and petroleum products be limited to the 1954 rela- 
tionship to domestic oil demands in the interest of national security. 

Historically, this Nation has been secure and self-sufficient in the 
petroleum supplies so vital to an expanding economy and defense. 
Today we are in critical danger of losing that position of strength 
and world leadership through unnecessary and unsound dependency 
on uncertain sources of foreign oil supply. Other witnesses will 
document the critical condition that now exists in the domestic petro- 
leum industry. 

Briefly, domestic oil production continues to be drastically and 
progressively curtailed, with essential activities continuing to decline. 
In short, it is a losing proposition today to find, develop and produce 
domestic crude oil in competition with the excessive quantities of 
imported oil. 

he welfare of thousands of communities dependent on oil and gas 
production throughout more than half of the States is being under- 
mined. Reductions in State revenues from oil and gas produc- 
tion are creating serious problems for local and State governments. 
The depression in petroleum production is seriously aggravating the 
current slump in general business activity. 

We do not attribute all the unhealthy conditions to excessive im- 
ports. Neither do we oppose all imports. Instead, we seek a definite 
national policy as to oil imports, established by the Congress, to as- 
sure a reasonable balance between imports dnd domestic supplies so 
that both may expand in relation to the growth in United States oil 
requirements. 

Since World War II oil imports have been taking a sharply in- 
creasing share of the United States oil market. Imports of crude 
oil and refined products increased from less than 500,000 barrels daily 
in the immediate postwar years 1946-49 to more than 1 million bar- 
rels per day for the year 1954. The ratio of these imports to domes- 
tic crude oil production increased from less than 10 percent to 16.6 
percent in 1954. The ratio to domestic oil consumption increased from 
9 percent in 1946-49 to 13.6 percent in 1954. 

When the Cabinet Committee made its recommendations early in 
1955, the Congress was considering a number of proposed amend- 
ments to the Trade Agreements Act, including one that would have 
limited oil imports to 10 percent of domestic demand. The findings 
of the Cabinet Committee that oil imports should not exceed the 1954 
relationship to domestic production constituted a major basis for the 
adoption by Congress of section 7, or the defense amendment, to the 
Trade Agreements Extension Act of 1955. 

On July 30, 1955, shortly after the enactment of the defense 
amendment, 27 Members of the Senate addressed a letter to the Office 
of Defense Mobilization pointing out that the defense amendment was 
adopted in the light of assurances that action would be taken under 
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this authority to assure that oil imports would not exceed the 1954 
relationship. 

On July 27, 1956, 31 Members of the Senate addressed another let- 
ter to the Director of Defense Mobilization inquiring what assurances 
he could give that action would be taken to carry out the intent of 
the defense amendment to hold imports to the 1954 relationship. 

With respect to the House of Representatives and also subsequent 
to the enactment of the defense amendment, individual Members of 
the House made statements, during a full discussion of the question on 
the floor of the House on June 12, 1956, making it clear that it was 
the intent of Congress that petroleum imports should be limited to 
the 1954 relationship. 

We believe that the record of legislative history shows clearly that 
the Congress intended that the 1954 relationship between oil imports 
and domestic oil production should be the standard for limiting im- 
ports in the interest of national security. 

Under the authority of the defense amendment, the executive 
branch of Government gave continuing and close attention to the oil 
import problem throughout 1955, 1956, and 1957, and, on a number 
of occasions, made it clear that the ultimate and basic objective was 
to maintain the 1954 relationship so as to prevent excessive imports 
from impairing domestic oil supplies and national security. 

For example, on September 13, 1955, and again on June 26, 1956, 
the Director of Defense Mobilization released statements referring to 
the 1954 relationship and the fact that imports continued to be sub- 
stantially in excess of that standard set by the Cabinet Committee. 

Later, the President of the United States, in his memorandum of 
October 12, 1956, to the Director of Defense Mobilization, calling for 
a study of tanker construction to assure adequate petroleum supplies 
for the free world, stated, in part, as follows: 

The study should proceed, of course, on the assumption that plans which are 
developed are to be consistent with the request that you have made to oil im- 
porters to voluntarily keep imports of crude oil into this country at a level 
where they do not exceed significantly the proportion that imports bore to the 
production of domestic crude oil in 1954. 

As these references show, the executive branch of Government rec- 
ognized the congressional intent that oil imports should not be per- 
mitted to exceed the 1954 relationship. 

On June 26, 1957, a telegram was sent to the President of the United 
States by 32 governors, meeting at the governors’ conference in Wil- 
liamsburg, Va., concluding that— 

* * * we the undersigned governors urge your prompt action under the Reci- 
procal Trade Act to limit oil imports to the 1954 ratio. 

On the same day, President Eisenhower initiated a new Cabinet- 
level study of the import problem. As a result of the critical threat 
to security, the President’s Special Committee to Investigate Crude 
Oil Imports submitted recommendations, approved by the President 
on July 29, 1957, establishing a voluntary program for controlling oil 
imports with specific limitations for each importing company for all 
crude oil imports except those being brought into the United States 
west coast. In December 1957 this voluntary control program was 
extended to cover imports into the United States west coast. 
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We believe that the efforts to restrict oil imports under the volunta 
control program have been commendable and constructive. We thi 
that the administrators have administered the program well. We feel 
that the levels have been entirely too high to reach the goals desired 
by the 1954 relationship and expressed by the no orp 

Even a strengthening of this program by further administrative 
action, however, would not remove the necessity of definite standards 
in the law to assure the long-range objective of maintaining adequate 
domestic oil supplies. 

Imports of crude oil and refined products are currently scheduled 
at about 1,550,000 barrels daily for the first 6 months of 1958. This 
would exceed the 1954 relationship to domestic demand by about 
335,000 barrels with two-thirds of the excess being crude oil imports. 

If imports are restricted to the 1954 relationship, through legislation 
along the lines proposed by the Independent Petroleum Association, 
total imports would be limited to approximately 1,215,000 barrels 
daily in 1958, composed of 760,000 barrels per day of crude petroleum 
and about 445,000 barrels daily of refined products. 

We believe that further action by the Congress is necessary to 
strengthen the oil import policy adopted and approved by Con 
the executive branch of Government, 32 governors, and the overwhelm- 
ing majority in the domestic petroleum industry. The severely 
depressed conditions in the domestic industry, the lack of cooperation 
by some importing companies, the numerous applications for addi- 
tional imports, and many other factors demonstrate the need to 
strengthen the present control program. 

Every possible effort has been made during the past 4 years to solve 
the oil import problem short of specific legislation. A crisis now 
exists in the domestic oil industry, and the need for legislation is clear. 
Preventing excessive imports from impairing the necessary develop- 
ment of domestic oil supplies has been determined to be a matter of 
public policy involving the security of the United States which justi- 
fies and requires specific action by the Congress. 

(The statements referred to follow:) 


STATEMENT BY ROBERT L. Woop, CHAIRMAN, EXECUTIVE COMMITTEE, INDEPENDENT 
PETROLEUM ASSOCIATION OF AMERICA 


My name is Robert L. Wood. My home is Midland, Tex., where I am an 
independent oil producer and drilling contractor. I appear before this com- 
mittee as chairman of the executive committee and immediate past president 
of the Independent Petroleum Association of America, a national association of 
oil and gas producers, and land and royalty owners. The members of the 
association drill more than three-fourths of all oil and gas wells in the United 
States and produce more than 2 million barrels daily of crude oil, representing 
more than one-third of all domestic production in the producing areas in 31 
States. 

The purpose of my testimony is to present evidence that congressional action 
is needed to prevent the excessive importations of crude petroleum and petro- 
leum products which now constitute a serious threat to our Nation’s security. 

The problem of excessive oil imports is not new. In fact, it is doubtful if 
any single issue has been more prominently before the Congress in connection 
with foreign-trade legislation. In addition, during recent years, it has been a 
matter of direct concern at the highest levels of the executive branch of our 
Government. As president of the Independent Petroleum Association of Amer- 
ica, I devoted most of my time during the past 2 years in the efforts that have 
been made to solve this problem through industrial statesmanship under existing 
laws. 
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I believe that I speak with some authority, from this experience, when I 
respectfully urge further legislation to prevent excessive imports from impair- 
ing the availability of adequate domestic oil supplies. 

Specifically, the association that I represent, by action of its executive com- 
mittee on January 20, 1958, proposes the following legislative program as to 
oil imports: 

1. That section 7 (before amendment) of the Trade Agreements Act of 
1955 be amended so as to provide that whenever the President has deter- 
mined, under section 7 or other authority, that imports of a commodity shall 
not exceed specified levels, any importing company whose imports exceed 
such levels shall be subject to a duty on the excess imports equivalent to 30 
percent of the value of the cargo at point of entry and shall be subject to 
specific penalties including damages and confiscation of cargo. 

2. That the defense amendment be further amended to provide that im- 
ports of crude oil and petroleum products, respectively, in excess of the 
1954 relationship of such imports to domestic petroleum demand, are deemed 
to endanger national security and shall be limited to such relationship. 

The first proposal is a general amendment that would apply to any com- 
modity whenever the President has determined that it is necessary to limit 
imports. It would strengthen the defense amendment by providing penalties 
for imports in excess of levels specified by the President. 

The second proposal would establish, in the case of oil as a matter of law 
rather than administrative determination, that imports of crude petroleum and 
petroleum products be limited to the 1954 relationship to domestic oil demands 
in the interest of national security. 

We believe that the proposals are fully consistent with the intent of Congress 
in adopting the defense amendment 3 years ago. We further believe that they 
are consistent with the efforts and objectives of the executive branch of Govern- 
ment as to oil imports. Most important, such action is essential in the interest 
of national security. 

Historically, this Nation has been secure and self-sufficient in the petroleum 
supplies so vital to an expanding economy and defense. Today, we are in critical 
danger of losing that position of strength and world leadership through unneces- 
sary and unsound dependency on uncertain sources of foreign oil supply. Other 
witnesses will document the critical condition that now exists in the domestic 
petroleum industry. Briefly, domestic oil production continues to be drastically 
and progressively curtailed. This affects employment, as industry experience 
shows one employee in the producing branch of the industry for each 20 barrels 
per day of United States oil production. The essential activities of finding and 
developing new reserves by exploration and drilling continue to decline. Eco- 
nomic conditions are greatly depressed in the face of restricted production and 
higher costs. In short, it is a losing proposition today to find, develop and 
produce domestic crude oil in competition with the excessive quantities of 
imported oil. To illustrate, the average production from domestic wells is about 
13 barrels per day per well. With Middle East wells averaging more than 5,000 
barrels per day per well, 1 well in the Middle East produces as much as 400 
average wells in the United States. 

The welfare of thousands of communities dependent on oil and gas production 
throughout more than half of the States is being undermined. Reductions in 
State revenues from oil and gas production, for the support of schools, hospitals 
and other public institutions, are creating serious problems for local and State 
governments. The depression in petroleum production, which has been contri- 
uting more value to the United States economy than all other domestic mineral 
fuels and metals combined, results in reduced purchasing power for other goods 
produced by other industries throughout the United States. This situation 
aggravates the current slump in general business activity. If continued, the 
domestic petroleum industry will be weakened to such an extent that dependency 
on foreign oil will no longer be a matter of choice, but a grim necessity. 

We do not attribute ail the unhealthy conditions to excessive imports. We 
recognize the effects of the business recession on the demands for petroleum and 
other factors that require adjustments in the industry’s operations. Neither 
do we oppose all imports. We do not seek the elimination of imports or the dis- 
ruption of healthy foreign trade in petroleum. That has never been the issue, 
and is not the issue today. Instead, we seek a definite national policy as to oil 
imports, established by the Congress, to assure the adequate development of 
domestic resources. We seek a reasonable balance between imports and domestic 
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supplies, so that both may expand in relation to the growth in United States 
oil requirements. 

The peroleum industry recognizes the important role of international trade, 
However, let’s take a look at the relative position of oil in total United States 
foreign trade for 1957 and compare this with 1934, the year the trade-agreement 
program was authorized. In 1957, oil imports were valued at about $1.5 billion, 
or 12 percent of the total value of all imports of all commodities. In 1934, these 
figures were $36 million, or 2 percent of this Nation’s import trade. Obviously, 
oil has already contributed a substantial and increasing share of the total United 
States import trade. This one industry, so vital to national security, should 
not be expected to contribute to increasing international trade beyond the point 
that endangers the maintenance of adequate domestic supplies. 

Since World War II, imports of crude oil and refined products have been taking 
a sharply increasing share of the United States oil market. Detailed figures on 
United States oil demands, domestic crude-oil production, and imports of crude 
oil and refined products are shown on the statistical tables attached to this 
statement. 

I would like to call the attention of the committee to the fact that imports 
of crude oil and refined products increased from less than 500,000 barrels daily 
in the immediate postwar years 1946-49 to more than 1 million barrels per day 
for the year 1954. The ratio of these imports to domestic erude-oil production 
increased from less than 10 percent to 16.6 percent in 1954. The ratio to do- 
mestic oil consumption increased from 9 percent in 1946-49 to 13.6 percent in 
1954. 

The sharp increase in oil imports during the years 1946 to 1954 became a 
matter of serious concern, both within the petroleum industry and in the Goy- 
ernment. On numerous occasions during that period, the Independent Petroleum 
Association of America called attention to the fact that this trend was leading 
the United States inevitably into a position of dependency on foreign sources of 
oil. The association sought corrective action under the escape-clause provisions 
of the Trade Agreements Act and, also, under the peril-point procedure estab- 
lished by the Congress. A full record of this experience was made available to 
your committee in a statement submitted in 1957 by Russell B. Brown in behalf 
of the association to your Subcommittee on Foreign Trade Policy. This ex- 
perience shows that the administration of the escape-clause and peril-point 
provisions were completely ineffective in preventing the increase in excessive 
importations of crude oil and refined products. 

The problem of oil imports, and their effect upon the domestic petroleum in- 
dustry and national security, was one of the primary reasons that caused Presi- 
dent Eisenhower to establish a special Cabinet Committee in July 1954. A 
comprehensive study was conducted by the Cabinet Committee with the un- 
mistakable goal of maintaining adequate defense fuel supplies within the 
United States. This was made clear in the White House announcement defining 
the Cabinet Committee’s objective, as follows: 

“* * * to evaluate all factors pertaining to the continued development of 
energy supplies and resources and fuels in the United States, with the aim of 
strengthening the national defense, providing orderly industrial growth, and 
assuring supplies for our expanding national economy and for any future 
emergency.” (Italic supplied.) 

Within this concept, oil imports became a problem of major concern to the 
Commmittee. In its conclusion, this Committee recognized that the import prob- 
lem was a defense problem, and made the specific recommendation in its report 
of February 1955 that petroleum imports as of that time should be limited to their 
1954 relationship to domestic crude-oil production, in the interest of national 
security. 

Giving emphasis to the defense nature of this recommendation, the Committee 
concluded that if imports should exceed this standard, “* * * the domestic fuels 
situation could be so impaired as to endanger the orderly industrial growth which 
assures the military and civilian supplies and reserves that are necessary to 
the national defense.” 

As the time the Cabinet Committee made its recommendations, the domestic 
petroleum industry and many in the Congress were supporting legislation which 
would have limited oil imports to 10 percent of domestic demand, as compared 
with the 1954 ratio of 13.6 percent between imports and domestic demand. Many 
in the industry and in the Congress felt that the Cabinet Committee’s recom- 
mendation that future imports be based on the year 1954 constituted an overly 
liberal formula. 
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However, many in the Congress who were supporting the Neely amendment 
accepted and su ported the Cabinet Committee’s findings. Most domestic oil 
producers also supported the Cabinet Committee standard, because, in prin- 
ciple, it would have accomplished the same basic objective as the Neely amend- 
ment. That objective was, and is, to stabilize petroleum imports and thereby 
prevent increasing dependency on foreign oil. 

Therefore, a general area of agreement on a basic principle existed in the 
domestic industry and in both the executive branch of Government and the 
Congress. Consideration of the Neely amendment, and the coincident findings 
of the Cabinet Committee as to oil imports, constituted a major basis for the 
adoption by Congress of section 7, or the national-security amendment, to the 
Trade Agreements Extension Act of 1955. 

It is our position that the clear and unmistakable legislative intent of the 
defense amendment, as applied to petroleum, is that the national security is 
impaired whenever imports of crude oil and refined products are in excess of 
the 1954 relationship to domestic oil supplies. This position was fully docu- 
mented in the appendix to the statement, previously referred to, that was filed 
with your Subcommittee on Foreign Trade Policy. It is our further position 
that developments since the adoption of the defense amendment clearly support 
and justify the 1954 relationship as the basic standard for limiting oil imports 
in the interest of national security. 

On July 30, 1955, shortly after the enactment of the defense amendment, 
27 Members ! of the Senate addressed a letter to the Office of Defense Mobilization 
reading, in part, as follows: 

“In adopting the national-defense amendment one of the principal factors 
considered by the Congress was the problem created by the large and increasing 
importation of foreign oil into the United States. In this connection the Con- 
gress gave particular attention to the findings of the Cabinet Committee, that 
in the interest of national defense oil imports should not exceed significantly 
the ratio that these imports bore to the production of domestic crude oil in 1954. 

“The legislative record of the Trade Agreements Extension Act in the Senate 
Finance Committee and in the Senate itself shows that the new provision of the 
act was adopted in the light of assurances that the executive branch of the 
Government would take action under this new authority to assure that oil im- 
ports would not exceed the levels recommended by the Special Cabinet Commit- 
tee. In the case of oil imports, therefore, the executive and legislative branches 
of Government are in agreement, without the need for further study, as to 
specific standards to be applied in implementing the policy contained in the 
national-defense amendment.” 

On July 27, 1956, 31 Members? of the Senate addressed another letter to the 
Director of Defense Mobilization which also made clear the intent of Congress 
in adopting the defense amendment. That letter stated, in part, as follows: 

“In a letter to you on July 30, 1955, signed by several Members of the Senate, 
it was pointed out that section 7 of the Trade Agreements Extension Act of 1955 
was adopted in the light of assurances that the executive branch of the Govern- 
ment would take action under this authority to assure that oil imports would 
not exceed the 1954 relationship to domestic production. Responsibility for 
initiating such action has rested with your office. 

“Tt is our understanding that oil imports have continuously exceeded the 1954 
ratio to domestic production, and that these excesses have been increasing de- 
spite the efforts by your office during the past year to obtain a voluntary re- 
straint on these imports through a number of appeals to the importing com- 
panies. It is our further understanding that the future programs of these 


1 Allott (Colorado), Anderson (New Mexico), Barrett (Wyoming), Bender (Ohio), Bible 
iewade). Capehart (Indiana), Case (South Dakota), Chavez (New Mexico), Curtis 
Nebraska), Daniel (Texas). Dirksen (Illinois), Goldwater (Arizona), Jenner (Indiana), 
Kerr (Oklahoma), Kilgore (West Virginia), Langer (North Dakota), Long (Louisiana), 
Mansefild (Montana). Martin (Pennsylvania). Monroney (Oklahoma), Neely (West Vir- 
ginia), O’Mahoney (Wyoming), Schoeppel (Kansas), Scott (North Carolina), Welker 
(Idaho), and Young (North Dakota). 

2 Allott (Colorado), Anderson (New Mexico), Barrett (Wyoming), Beall (Maryland), 
Bible (Nevada), Capehart (Indiana), Carlson (Kansas), Case (South Dakota), Chavez 
(New Mexico), Clements (Kentucky), Curtis (Nebraska), Daniel (Texas), Dirksen (Tli- 
nois), Ellender (Louisiana), Goldwater (Arizona), Humphreys (Kentucky), Jenner 
(Indiana), Kerr (Oklahoma), Laird (Wisconsin), Langer (North Dakota), Long (Loui- 
siana), Martin (Pennsylvania), Mansfield (Montana), Monroney (Oklahoma), Murray 
(Montana), McClellan (Arkansas), Neely (West Virginia), Schoeppel (Kansas), Scott 
(North Carolina), Welker (Idaho), and Young (North Dakota). 
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companies, as submitted to the Texas Railroad Commission, show greater ex- 
cesses in scheduled imports at a time when domestic production is being cur- 
tailed. In short, no evidence is available to us that oil imports have been, or 


are being, restricted within the limits determined to be necessary in the interest 
of national defense.” 


* * * * + e * 


“As Senators interested in assuring that oil imports do not impair the necessary 
development of domestic fuel resources, we would appreciate any further advice 
or information you can furnish us to to this matter, including whatever assur- 
ances you can give us that action will be taken to carry out the intent of the 
defense amendment to hold oil imports to the 1954 relationship.” 

With respect to the House of Representatives and also subsequent to the 
enactment of the defense amendment, individual Members of the House made 
statements making it clear that it was the intent of Congress that petroleum 
imports should be limited to the 1954 relationship. For example, this intent 
was stated in definite terms during a discussion of this question on the floor of 
the House of Representatives on June 12, 1956. During this discussion (Con- 
gressional Record of June 12, 1956, pp. 9096-9103), the following Congressmen 
participated: Jarman, of Oklahoma; Belcher, of Oklahoma; Mahon, of Texas; 
Hiestand, of California; Albert, of Oklahoma; Burleson, of Texas; Ikard, of 
Texas ; and Vursell, of Illinois. 

The record of legislative history is clear. It is definite that the Congress in- 
tended that the 1954 relationship between oil imports and domestic oil produc- 
tion should be the standard for limiting imports in the interest of national 
security. 

Under the authority of the defense amendment provided by the Congress, the 
executive branch of Government gave continuing and close attention to the oil 
import problem throughout 1955, 1956, and 1957. On a number of occasions the 
Director of Defense Mobilization, speaking for the Special Cabinet Committee, 
rquested reductions in oil imports on a voluntary and individual basis by the 
importing companies. It was made clear that the ultimate and basic objectives 
was to maintain the 1954 relationship so as to prevent excessive imports from 
impairing domestic oil supplies and national security. 

For example, on September 13, 1955, the Director of Defense Mobilization re- 
leased a letter sent to importing companies regarding information furnished to 
ODM, reading in part as follows: 

“From the information furnished me, it has been possible to reach some con- 
clusions about progress toward the standard set by the committee; namely, that 
imports of crude and residual oils preserve the respective proportions that those 
imports bore to the production of domestic crude oil in 1954. 

“It appears that while domestic crude production increased slightly over 
5 percent in the first 7 months of 1955 over the level of production in 1954, the 
imports of crude oil increased nearly 15 percent and the imports of residual 
oil increased over 23 percent. Half of the companies reporting imports of crude 
oil exceeded the ratio recommended by the committee and three-quarters of 
the companies reporting imports of residual oils exceeded that ratio. 

“The statements of policy which the reporting companies made concerning 
future imports make it clear that, unless policy changes take place, the imports 
for the next several months will continue to be substantially in excess of the 
Advisory Committee’s standard.” 

After efforts to reduce imports by requests to the importing companies, the 
Director of Defense Mobilization released a statement on June 26, 1956, con- 
taining the following conclusion: 

“The Presidential Advisory Committee on Bnergy Supplies and Resources 
Policy has just completed a study of the plans for the importation of crude oil 
into this country during the third quarter of this year. If these plans are carried 
out, the quantities imported will be considerably in excess of the formula recom- 
mended by the Committee in February 1955.” 

Later the President of the United States, in his memorandum of October 12, 
1956, to the Director of Defense Mobilization, calling for a study of tanker 
construction to assure adequate petroleum supplies for the free world, stated 
in part as follows: 

“The study should proceed, of course, on the assumption that plans which are 
developed are to be consistent with the request that you have made to oil im- 
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porters to voluntarily keep imports of crude oil into this country at a level 
where they do not exceed significantly the proportion that imports bore to the 
production of domesic crude oil in 1954.” 

On February 5, 1957, the Director of Defense Mobilization testified at a Senate 
hearing in part as follows: 

“And so we said that we felt that the oil imports should be related to the 
domestic production, and we suggested that the proportionate relationship that 
existed in 1954 should be the goal and the objective of the Government and of 
the industry. 

“We appreciated the difficulties that are involved in taking a historical base 
for approaching a problem of this kind, but after considering a great many 
other approaches, we decided that this would be the best. 

“We urged the companies to accept this on a voluntary basis. We said, how- 
ever, that if companies did not accept it on a voluntary basis, we felt that the 
Government would be under obligation to consider what appropriate action could 
or should be taken.” 


* * * * * * * 


“Now, after the passage of section 7 of the Trade Agreements Act, you will 
recall that I took various steps in an effort to determine whether or not we 
could obtain voluntary action on the part of the oil companies that would result 
in maintaining that proportionate relationship. The chairman in his opening 
statement referred to the fact that we had a voluntary agreement. I am afraid 
I will have to say that I never obtained an agreement on the part of the oil com- 
panies in this particular instance. But we did start on what we thought was 
an orderly procedure. 

“First of all, we issued a letter stating that we were going to ask them to file 
reports with us regularly so that we would have the basic information on which 
we would determine what action should be taken. 

“In the second place, after getting some of those, or getting the initial reports, 
we wrote to them and indicated that their reports indicated that they were not 
going to achieve this objective of the 1954 proportionate relationship. We made 
specific suggestions as to what they could do to reach that particular objective. 
We asked them to let us know whether or not they would do that.” 

As these references show, the executive branch of Government recognized the 
congressional intent that oil imports should not be permitted to exceed the 1954 
relationship. But, despite the efforts of the executive branch, which had the 
full support of the domestic petroleum industry, oil imports continue to increase 
both in total volume and in relation to domestic oil production. 

The Suez crisis late in 1956 disrupted world trade in petroleum and resulted 
in some temporary decrease in United States oil imports and a substantial in- 
erease in oil exports for emergency shipments to Western Europe. As a result 
of this situation, action by the executive branch of Government to restrict 
oil imports was suspended although the Director of Defense Mobilization stated 
that planned imports for 1957, had it mot been for the Suez crisis, constituted 
a threat to the national security. 

Following the settlement of the Suez dispute in 1957, oil imports again in- 
creased sharply to record levels by mid-1957. On June 26, 1957, the following 
telecram was sent to the President of the United States by 32 governors,® meeting 
at the governors’ conference in Williamsburg, Va. : 

“Because foreign oil imports are far in excess of the 1954 ratio above which 
your Cabinet Committee on Fuels Policy found that the security of the Nation 
would be endangered and because these excessive imports are seriously damaging 
the conservation and taxation program of many of our States and causing cur- 
tailment in exploration and development of new domestic reserves essential to 
the economy and security of the Nation, we, the undersigned governors, urge 
your prompt action under the Reciprocal Trade Act to limit oil imports to the 
1954 ratio.” 


?Daniel. of Texas: Gary. of Oklahoma; Docking, of Kansas; Russell, of Nevada; 
MacFarland, of Arizona: Stepovich, of Alaska: Davis, of North Dakota; Faubus, of 
Arkansas: Folsom, of Alabama: Coleman, of Mississippi; Simpson, of Wyoming; Ro- 
sellini, of Washington: McNichols, of Colorado; Clyde, of Utah; Holmes, of Oregon: 
Timmerman, of South Carolina; Griffin, of Georgia; Foss, of South Dakota: Chandler, of 
Kentucky: Aronson, of Montana; Long, of Louisiana; Stratton, of Illinois: Loveless, of 
Iowa: Smylie, of Idaho: Clement, of Tennessee; Anderson, of Nebraska; Hodges, of North 
Carolina; Blair, of Missouri; Williams, of Michigan; Underwood, of West Virginia; 
Johnson, of Vermont; and Handley, of Indiana. 








RENEWAL OF TRADE AGREEMENTS ACT 1025 


On the same day, President Hisenhower initiated a new Cabinet-level study of 
the import problem. As a result of the critical threat to security, the Presi- 
dent’s Special Committee To Investigate Crude Oil Imports submitted recom- 
mendations, approved by the President on July 29, 1957, calling for a reduction 
in imports and establishing specific limitations for each importing company for 
all erude-oil imports except those being brought into the United States west 
coast. The basic policy conclusions in that report are attached to this state- 
ment because they demonstrate so conclusively that oil imports must be limited 
in the interest of both the national security and the consuming public. In 
December 1957 this import program was extended to cover imports into the 
United States west coast. Importing companies were requested to comply with 
this program on a voluntary basis, but the Cabinet Committee also recommended 
to the President that “* * * unless the importing companies comply volun- 
tarily with the import limitation plan hereinafter set forth, you find that there 
is a threat to national security within the meaning of section 7 of the Trade 
Agreements Extension Act of 1955.” 

Under the voluntary import program, progress has been made in restricting 
crude oil imports which have been reduced by more than 200,000 barrels daily 
from the peak level of about 1,250,000 barrels daily reached in August 1957. 
This program on crude oil imports, however, continues to exceed the 1954 re- 
lationship by more than 200,000 barrels per day for crude oil imports with no 
limitations on imports of refined products. Recent and current levels of imports 
in relation to United States domestic oil consumption are summarized in the 
following tabulation : . 


' 2d 6 months, | 1st 6 months, 
1957 19. 


1954 | 58 (esti- 
mated) 
United States petroleum demand..... thousand barrels daily.. 7, 760 8, 626 8, 930 
Orufle-oll importa, . isisssecn 2 ccs sen scsck edges do.... 656 | 1, 072 1975 
GINS TUNING ct ncnmnarmapeipaine ede irnienmniedidiandsl a 396 489 1 575 
Oi cette akln Bhcbhcccldsaic SS do... 1, 052 1, 561 11, 550 
Ratio imports to demand: 
a mereueenarn percent_. 8.5 12.4 10.9 
PTCEGS HI i Sa dsdcccescvckudecucdicéivotdewes do.... 5.1 5.7 6.4 
Di nehndninecersdntanshpannbenhtinetttamieuntl do.... 13.6 18.1 17.3 
Imports at 1954 ratio: | 
Crude-oil imports. ..............- thousand barrels daily..|.............- . 733 768 
RE EE I OC rsa eat tae pe 440 455 
WON inst ds Ki DAL BONIN. uss @e.tetineaieis.! | 1,178 1, 215 
Excess imports over 1954 ratio: 
Cuenuees....... ee oes lo eae So impbo seg 5" 339 215 
TO TIROUUE,. oviisdnbcctebidciwcdidcecdacindénd BE od bbbscdewtsedcs 49 120 
Tar iciiahlaiieirehaii ic cepshscheebeentenitianedeitneatitemeen sean i icectiimemeitamemaice 388 335 


1 Based on scheduled imports as submitted by importing companies to the Texas Railroad Commission 
in February 1958. 


You will note that imports of crude oil and refined products are currently 
scheduled at about 1,550,000 barrels daily for the first 6 months of 1958. This 
would exceed the 1954 relationship to domestic demand by about 335,000 barrels 
with two-thirds of the excess being crude-oil imports. 

If imports are restricted to the 1954 relationship, through legislation along 
the lines proposed by the Independent Petroleum Association, total imports 
would be liimted to approximately 1,215,000 barrels daily in 1958, composed of 
760,000 barrels per day of crude petroleum and about 455,000 barrels daily of 
refined products. 

We believe that the efforts to restrict oil imports under the voluntary control 
program have been commendable and constructive. Even a strengthening of 
this program by further administrative action, however, would not remove the 
necessity of definite standards in the law to assure the long-range objectives of 
maintaining adequate domestic oil supplies. 
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In view of present critical conditions in the industry, it is obvious that the 
voluntary program has not accomplished the basic objective of restricting im- 
ports to the 1954 relationship and maintaining a vigorous domestic program of 
oil and gas development to assure adequate domestic supplies for our expanding 
economy and national defense. 

We believe that further action by the Congress is necessary to strengthen 
the oil-import policy adopted and approved by Congress, the executive branch 
of the Government, 32 governors, and the overwhelming majority in the domes- 
tic petroleum industry. The severely depressed conditions in the domestic in- 
dustry, the lack of cooperation by some importing companies, the numerous 
applications for additional imports, and many other factors demonstrate the 
need to strengthen the present control program. 

The fact that mandatory controls over oil imports are imperative can be 
illustrated by the actions of one of the principal importing companies, the 
Tidewater Oil Co. Under the voluntary program, the Cabinet Committee and the 
President of the United States requested Tidewater to restrict its imports of 
crude oil into the United States east coast, in the interest of national defense, 
to an average of 34,200 barrels for the 12-month period covering the last half 
of 1957 and the first half of 1958. During the last half of 1957 Tidewater 
continued to import at about double the level set by the Government, stating re- 
peatedly that they had the matter under consideration. Tidewater imported 
its entire 12-month allocation in the last half of 1957, each month refusing 
to inform the Government of its future plans. Within the past week, how- 
ever, Tidewater defied the Government completely by announcing that it would 
import crude oil into the United States east coast at the rate of 55,000 barrels 
daily throughout the first 6 months of 1958. The significance of this violation 
extends beyond this one company. Other companies in first agreeing to com- 
ply with the voluntary program, indicated that their decision to comply would 
be reconsidered if increases by other companies were permitted. This is one 
of many situations that have demonstrated that imports must be controlled 
effectively by law. 

In conclusion, I would like to point out that every possible effort has been 
made during the past 4 years to prevent excessive oil imports, short of specific 
legislation. The need for such legislation is clear. It is justified by the necessity 
to preserve our security in a commodity that is indispensable to our economy 
and our defense. We simply cannot afford to place the American consumer and 
our military forces in a position of dependency on foreign oil, subject to inci- 
dents such as the expropriation of American properties in Mexico, the sinking 
of tankers from Venezuela during World War II, the shutdown of Iranian pro- 
duction in 1951, or the most recent and dramatic crisis resulting from the closing 
of the Suez Canal. Unsettled conditions exist today in the Middle East, the 
Far East, Africa, and Venezuela. World peace seems as distant as ever before. 
Certainly the United States must remain strong and secure as to those essen- 
tials for national security and world leadership. Certainly, too, an adequate 
and available supply of petroleum is one of the most important of those essen- 
preventing excessive imports from impairing the necessary development of 
domestic oil supplies is a matter of public policy involving the securty of the 
United States which justifies and requires specific action by the Congress. 


Poticy Concitusions From Report or SpecraL (CABINET) CoMMITTEE To 
INVESTIGATE CRUDE O11 ImMPortTS, JuLty 29, 1957 


(As approved by President Dwight D. Eisenhower) 


EFFECT ON NATIONAL SECURITY 


Your Committee’s investigation of the oil import problem has been confined 
to the effect of the present trend of imports on national security. 

It is clear that there is a direct relationship between the Nation’s security 
and adequate and available sources of energy. Oil and gas account for two- 
thirds of all the energy that is consumed in this country. Furthermore, there 
is no adequate substitute in sight for the foreseeable future. Therefore, we 
must have available adequate supplies of oil. 

We have concluded, for reasons that are set forth later in this section of the 
report, that if we are to have enough oil to meet our national security needs, 
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there must be a limitation on imports that will insure a proper balance between 
imports and domestic production. 

Before arriving at this conclusion, we considered and rejected, for the reasons 
noted below, the following three proposals that are based on a policy of per- 
mitting imports to follow whatever course they may take: 

1. Import foreign crude oil and store it in this country within depleted fields 
or elsewhere. The practical problems of cost and the physical problems con- 
nected with the storage of crude oil would make this solution impracticable from 
the standpoint of industry and Government alike. 

2. Enlarge Government participation in exploring for oil reserves which, when 
discovered, would not be put into production. Such a course would be costly 
to an already overburdened Government and would be contrary to the principles 
of free enterprise which characterize American industry. 

8. Encourage increased importations in order that our own natural resources 
might be conserved. Your committee has concluded that for the following 
reasons such a policy would be unsound. 

(a) It would result in a sharp decline in domestic exploration by private 
enterprise because the industry would have no assurance of an adequate market 
for domestic oil after discoveries had been made and, as a result, would reduce 
its exploratory operations. Barring Government operations which would be 
undesirable, adequate exploration and the development of additional reserves 
can only be generated by a healthy domestic production industry. 

(b) Consequently, as the extent of the Nation’s useful reserves are not known 
until they are discovered and developed, the United States would be unable to 
make a sound appraisal of its petroleum resources because it would not know 
the extent to which our reserve capacity could be developed. 

(c) Furthermore, in the event of an emergency which denied the United 
States access to oil in other countries and which called for additional avail- 
ability of domestic oil, the Nation would be faced with the long delays that 
characterize exploratory activity, as well as with the possible necessity of mak- 
ing large expenditures of public funds for exploration, production, and trans- 
portation. In this connection, it should be borne in mind that no matter how 
large the expenditures might be, it would be impossible to recover the momen- 
tum of a vigorous domestic industry. 

(d) In brief, such a policy of encouraging importation as a means of con- 
serving our petroleum resources would mean that in an emergency the Nation 
would be confronted with all of the liabilities inherent in a static, as con- 
trasted with a dynamic mobilization base, including the delays, waste, and 
inefficiency that accompany efforts to strengthen any part of the mobilization 
base on a “crash” basis. 

In the light of the above examination of suggestions looking toward a policy 
of unrestricted imports, your committee has concluded that if we are to have 
a vigorous program of exploration in this country by private enterprise in order 
to care for increasing domestic consumption and to meet emergency needs, and 
if we are to know what our reserve potential is in this country, it is essential 
that we follow a policy which will encourage continuation of free enterprise 
exploration at a rate consistent with the demands of a growing economy. 

The latest available figures demonstrate that the amount of oil we are adding 
to our reserves is not keeping pace with the increase in domestic consumption, 
in spite of the fact that our reserves are at an alltime high. Indeed, there 
has been some recent indication of a decrease in exploratory drilling, notwith- 
standing an increase in domestic demand for petroleum. There has also been 
a decrease in the number of exploratory crews in operation. It is not possible 
to attribute this decline to any single cause. The sharp increase in imports 
programed by the importers in their report to ODM indicates such a trend of 
increase in relation to domestic production as will bring about a further decline 
in domestic exploratory and development activities. This should not be per- 
mitted. The timelag between exploration and production requires that we 
explore today for tomorrow’s usable reserves. Any other course will impair 
industrial expansion, availability of supplies for consumer use, and preparedness 
for an emergency. 

In summary, unless a reasonable limitation of petroleum imports is brought 
about, your committee believes that— 

(a) Oil imports will flow into this country in ever-mounting quantities, 
entirely disproportionate to the quantities needed to supplement domestic 
supply. 
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(b) There will be a resultant discouragement of, and decrease in, do- 
mestic production. 

(c) There will be a marked decline in domestic exploration and develop- 
ment. 

(d) In the event of a serious emergency, this Nation will find itself years 
away from attaining the level of petroleum production necessary to meet 
our national security needs. 

Your committee recognizes that there are important foreign policy aspects to 
the problem of limiting petroleum imports. The oil reserves and production 
capacities of other free nations, as well as our own, are important to our national 
security. A number of countries inevitably depend in varying degree upon 
access to our domestic market for their petroleum exports and it must be rec- 
ognized that it is also in the interest of our national security that our allies 
and friends have healthy and expanding economies. It is believed, however, 
that taking all factors into consideration, our national security requires the 
maintenance of some reasonable balance between imports and domesti¢ produc- 
tion at this time. In light of the foregoing considerations, our recommendations 
are framed with the objective of limiting imports in order to maintain such 
a balance and yet to allow other nations to participate in the growth of our 
domestic demand to a degree consistent with our national security. 

It is our conviction that as a nation we must pursue a careful, considered 
course that will permit reasonable imports into our country and still stimulate 
a dynamic and vigorous exploratory and development effort in this country. 


EFFECT ON CONSUMERS 


Domestic consumers are utilizing an increasing amount of petroleum products 
for transportation, fuel, heating, and many other aspects of consumer life. In 
the event of a national emergency, it is essential to these consumers that there 
be adequate supplies at reasonable cost, both now and in the future. The low 
cost of imported oil is attractive, but excessive reliance upon it in the short run 
may put the Nation in a long-term vulnerable position. Imported supplies could 
be cut off in an emergency and might well be diminished by events beyond our 
control. This vulnerability could easily result in a much higher cost, or even in 
the unavailability, of oil to consumers. It is therefore believed that the best 
interests of domestic consumers, as well as of national security, will be served 
if a reasonable balance is maintained between domestic and foreign supplies. 

SINCLAIR WEEKS, Secretary of Commerce, Chairman. 
JOHN Foster Duties, Secretary of State. 
Grorce M. Humpurey, Secretary of the Treasury. 
CHARLES WILSON, Secretary of Defense. 
Frep A. SEATON, Secretary of the Interior. 
JAMES MITCHELL , Secretary of Labor. 

Members of Cabinet Committee. 
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United States petroleum demand, crude oil production and imports, 1946 to 1st 
6 months 1958 


age, | 
1946-49 | 1950-53 


| 


ae Aver- 
; 





United States demand, production 
and imports: 

United States domestic petrole- 
um demand 

thousand barrels daily..| 5,486 | 7,110 

United States crude oil produc- 

tion...thousand barrels daily..| 5, 102 
United States imports: 

Crude oil a 319 | 

do....| 174 





Ratio of imports to crude production: | 
Crude oil imports percent.. 
Product imports d 


Ratio of imports to United States 
Goppand: 
percent.. 


Imports at 1954 ratio to demand: 
Crude oil imports 
thousand barrels daily 
Product imports do 





Excess actual and scheduled over 
1954 ratio: 
Crude oil imports 
thousand barrels daily 
Product imports..........do.... 








1 Estimated same as first 6 months 1957. 
2 Based on actual and scheduled imports as submitted to Texas Railroad Commission in February 1958. 


Source: Demand, production and imports from U. 8. Bureau of Mines except Ist 6 months 1958. (Pre 
pared by Independent Petroleum Association of America, February 1958.) 


United States crude oil production and crude oil imports, 1954 to 1st quarter 1958 


United States crude oil imports 
United Ratio, 
States | | total 
crude oil | Other | Middle imports 
| produc- | Canada Venezuela! Western | and Far to pro- 
tion Hemi- | East duction 
| sphere 
Dil 


| vy 

Thousand| Thousand| Thousand| Thousand| Thousand 

barrels | barrels barrels barrels 
daily | daily daily daily daily Percent 

Year 1954 7 | 352 47 250 656 10. 3 

BR Meittandsewaewnn iohieeane | 5, 46 | 386 42 308 782 1 

eer 10bb iis 5 hiedectdib cela ds 117 456 42 319 934 1 

1957: | | 

Ist quarter (Suez crisis) ...-| 75 | 518 | 35 80 808 

2d quarter (Suez crisis) 173 | 592 25 242 1, 032 

' 








4th quarter 122 | 400 4l 421 984 
1958: Ist quarter (preliminary).| ! 6,700 2100 


1. 
3. 
0. 
4, 
6. 
4. 
4. 


10. 6 

14.0 

3d quarter. }, 85 138 529 40 454 1, 161 : : 
14.6 


3410 240 3 425 2975 








1 Estimated by IPAA. 
2 Based on actual and scheduled imports as reported to Texas Railroad Commission in February 1958. 


Source: U. Bureau of Mines except Ist quarter 1958. (Prepared by the Independent Petroleum 
Association a, Ame rica, February 1958.) 


24098—58—pt. 1—_—-66 
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United States crude oil production and crude oil imports, districts I-IV and 
district V, 1954 to lst quarter 1958 










Districts I-1V (East of 
California) 


District V (west coast) 


















| 
Crude Crude Crude Crude 
| produc- | Imports Rates produc- | imports Rates 
tion | tion 
| | | 
i Thousand| Thousand Thousand) Thousand 
i barrels barrels barrels barrels 
| daily daily Percent daily daily Percent 
4 ET GES So an cbede <cctacas~ eit aeea | 5, 367 605 11.3 975 51 5.2 
fi OS a ee ee 5, 835 689 11.8 972 93 9.6 
OE eee ee 6, 193 755 12.2 958 179 18.7 
1957: | 
ist quarter (Suez crisis)...........-.-- | 6, 688 610 9.1 936 198 21.2 
2d quarter (Suez crisis) ...........---- | 6, 437 766 11.9 927 266 28.7 
ll iced iocherstiaiceniichariaictielre 5, 921 852 14.4 931 309 33. 2 
Ol LR eee ee 5, 931 714 12.0 930 | 270 29.0 
1958: Ist quarter (preliminary) -..........-- 5, 800 795 13.7 900 180 20.0 
' ' 





; Source: U. S. Bureau of Mines except 1st quarter 1958. 1st quarter 1958 production estimated by IPAA; 
4 imports based on weekly figures from American Petroleum Institute and schedule imports subm‘tted 
| to Texas Railroad Commission. (Prepared by the Independent Petroleum Association of America, 
{ February 1958.) 






STATEMENT OF RUSSELL B. Brown, GENERAL COUNSEL, INDEPENDENT PETROLEUM 
ASSOCIATION OF AMERICA 







My name is Russell B. Brown. I am general counsel of the Independent 
Petroleum Association of America, a national trade association representing 
producers of crude petroleum and natural gas, including royalty owners. Every 
oil and gas producing area in the United States is represented in the membership. 

The association was organized in 1929 for the purpose of fostering a strong 
domestic petroleum industry. We have, therefore, been concerned, throughout 
the period since 1934, with the effect of the trade-agreements program upon 
the health and vigor of the domestic industry. 

It is my purpose, therefore, to direct your attention to some of the effects of 
the program upon the domestic petroleum industry. We believe this experience 
strongly points to the need for corrective legislation with respect to various 
aspects of the program. We do not presume to pass judgment on the act as to 
its effects upon the general economy but we do feel a responsibility to inform 
Congress of its effects upon the domestic petroleum industry. 

In order to evaluate the program, as applied to petroleum, I wish first to 
present a brief history of oil imports and exports in order that the committee 
may have before it the overall pattern of United States oil trade that has been 
developed during the life of the trade program. 























HISTORY OF UNITED STATES FOREIGN TRADE IN OIL 





In 1932, the Congress established an excise tax on imports of petroleum. 
Establishment of the tax was effective in bringing about a reduction of imports. 
This tax was effective until reduced by the trade agreement with Venezuela in 
1939. Thereafter, each time petroleum was the subject of an agreement, imports 
increased. 

Prior to World War II, during the period 1935-39, imports averaged less than 
5 percent of domestic production. During 1957, imports were at a rate in excess 
of 20 percent of domestic production. 

This history of petroleum imports since 1928 is graphically shown in the chart 
on the following page. 

Imports have increased not only in total quantity but also in relation to the 
domestie production and the domestic demand. Year after year, imports have 
absorbed a larger and larger share of the United States market. It is important 
to recognize that increased imports have not been a matter of necessity. These 
imports displaced available domestic production and have now reached the 
point where the domestic industry has approximately 40 percent of its capacity 
shut in for lack of market. 
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A summary of petroleum imports and the relationship of imports to domestic 
production is set forth in the table following: 


United States petroleum imports, United States crude oil production, and 
rclationship of imports to production, 1936-57 


[Imports and production in thousands of barrels per day] 





Petroleum imports | Ratio of 
___| Crude oil | total im- 
| production | ports to 
| Crude oil | Residual Other { | production 
| 
| 


fuel oil products 


| Percent 

Prewar average, 1936-41... _-- 89 

War average, 1942-45........--| 99 

Postwar: | 
1946___- sila aeeetieliaee tial aie | 4,751 | 
1947 267 5, 088 


3, 474 
1948 353 5 | 5 5, 520 | 
| 


4,301 | 


ovo 


oe 


1949 -} 421 5, 047 | 
, 487 5, 407 | 

491 6, 158 

573 6, 256 | 

648 | 6, 458 

6, 342 

6, 807 


656 
won 


934 7,151 
920 " 508 7, 493 
1,072 | ’ 56 6, 857 





> on G on bo ¢ 
Dee WOAONM INI & 


} 











Source: U. S. Bureau of Mines. 
Prepared by the Independent Petroleum Association of America, Feb, 12, 1958. 


In contrast to the trend in imports, United States exports of petroleum have 
declined. This means that the domestic industry has been losing out in the 
foreign market as well as in the home market. This history of United States 
exports is summarized in the following table: 


Relationship 
Total of exports to 
petroleum domestic 
exports crude oil 
production 


Barrels daily Percent 
447, 000 : 

409, 000 

382, 000 

436, 000 

401, 000 

355, 000 

LA S cecigtlaiaabenieeid no dient 365, 000 
ee a a omwikee nine nna menses ctl 322, 000 
US eS ee ooh ada 1 536, 000 

1 768, 000 
366, 000 


ww 
noe 





~~ 
NEPABVAnnwes 


_ 


on 


Cronk Oy 





1 Includes emergency shipments to Europe during Suez crisis, 


This history of petroleum exports shows that whereas the United States 
prior to World War II enjoyed an export market equal to 13.9 percent of do- 
mestic crude oil production, today that market constitutes about 5 percent. 

As a result of imports increasing, whereas exports have decreased, the 
United States has shifted from a position of a net exporter to a substantial net 
importer. During the prewar period, 1935-39, the United States was a net ex- 
porter to the extent of 294,000 barrels daily. During the last half of 1957, we 
were a net importer by about 1,200,000 barrels daily. This change from a net 
exporter, in the prewar years, to an increasing net importer has meant a loss 
of market for United States production amounting to about 1,500,000 barrels 
daily or more than 20 percent of current production. 
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DOMESTIC OIL’S CONTRIBUTION TO WORLD TRADE 






The record shows that domestic oil has contributed more than its fair share 
toward balancing total overall United States exports and imports and in con- 
tributing to world trade. 

Petroleum and petroleum products have accounted for a steadily declining 
percentage of total United States exports. While at the same time oil has 
accounted for a steadily increasing share of total United States imports. The 
following table shows these contrasting trends: 












Exportsof | Imports of 
| petroleum and | petroleum and 
products as products as 
percent of value} percent of total 
of total exports |value of United 
jof United States} States imports 
merchandise jfor consumption 











VIE BO en ab reco cde cou sks tchancanvonsndsnsen tetera 10.9 2.0 
Average 1941-45__..._-- a ddatacyad NMIGAS. Dist vectvatnbesctldo<sdduedhblee 5.8 2.7 
MOMEED TOURED. 2 6 oisdd- cdusiccyes by ~ scgctlebwcewr oc galinct Sieuancestegy 4.8 5.8 
Pe MIP enn tp amines aa Qrei nat Tainan ain nea eiebienaateniamieniamenn 4.7 7.3 
1066 attested by Bues crisit...... 2s kas cle ccn cee csacdeeal 4.0 10.2 
1957 (11 months) affected by Suez crisis..................-.------.--s-s-- 4.8 11.9 







It is submitted that this history shows that oil has more than done its part 
in encouraging world trade. To further the extent of contribution petroleum 
has made since 1939, the date of the original Venezuela agreement, total annual 
dollar value of petroleum imports has increased more than 35 times from ap- 
proximately $40 million to about $1.5 billion in 1957. 







DOMESTIC OIL EXPERIENCE UNDER THE TRADE AGREEMENTS PROGRAM 










As mentioned above, in the Revenue Act of 1932, Congress placed an excise 
tax on imports of crude petroleum and all petroleum products. 

When the trade agreements program was first enacted in 1934, it wes the 
expressed intent that excise taxes imposed by Congress on imports (such as the 
oil import tax) were not to be reduced through trade agreement concessions. 
In its report accompanying the Trade Agreements Act of 1934, House Report 
No. 1000, 73d Congress, 2d session, the House Ways and Means Committee 
stated: 

“In order that the necessary reciprocity may be accorded, the President is 
empowered to promise that existing excise duties which affect imported goods 
will not be increased during the term of any particular agreement. It should 
be carefully noted, however, that the President is given no right to reduce or 
increase any excise duty. His power of reduction of duties is limited to those 
which are in fact customs duties.” 

In spite of this expressed congressional intent, petroleum was the subject of 
concessions in the Venezuela agreement in 1939, the Mexico agreement in 19438, 
the GATT agreement in 1947, and the renegotiated Venezuela agreement in 
1951. As a result of these agreements, the excise tax on certain heavy oils is 
one-fourth of the original tax and for all other crude and products, one-half the 
original amount. 


Escape clause action 

In 1949, our association (IPAA) filed an escape clause application with the 
United States Tariff Commission for an investigation of injury and threatened 
further injury to the domestic petroleum industry resulting from concessions 
made in foreign trade agreements. 

This application was turned down. In its ruling denying and dismissing the 
application for an investigation, the Commission stated, ‘““‘The present situation 
with respect to [oil] inventories, which has resulted in some current scaling 
down of both production and imports, thus appears to have been due almost 
wholly to factors other than past changes in duty.” [Italic added.] 

The record discloses that there was no “scaling down” of imports. In fact, 
during 1948, average daily imports were 514,000 barrels. In 1949, year applica- 
tion was turned down, average daily imports were up 131,000 to 645,000 barrels 
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per day. This, we feel, manifestly was an administrative abuse which should 
be prevented from recurring. 


Peril point provision 

In 1951, the peril point provision was reenacted into law. In 1951, IPAA 
urged that no further reductions be made in the excise tax on petroleum im- 
ports, and that the excise tax levels established by Congress in 1932 be restored 
to avoid further serious injury to domestic oil producers. 

As a result of its investigation, the Tariff Commission divided equally on the 
proper peril point for the oil import tax. The President, however, disregarded 
the peril point findings of both groups of Commissioners and established his 
own peril point findings which were lower than the peril points set by either 
group of the Commissioners. Obviously, in the opinion of the Commission, the 
peril point was no lower than the lower of the divided recommendation. This 
again demonstrates the need for congressional action that will assure the pro- 
tection of domestic industries. 


National security amendment 


The national security amendment was enacted by Congress as section 7 of the 
Trade Agreements Extension Act of 1955. Our association applied for relief 
under this section and, as a result, the President directed that the current 
voluntary program to limit oil imports be inaugurated. 

Based upon our experience under this provision of the law, we wish to point 
out that it should be strengthened because it is very general in nature and con- 
tains limited legislative guidelines. For example, there are no requirements for or 
time limits with respect to public hearings and there are no precise limits or 
standards provided to guide the President in taking action under this section. 
In addition, violations of import levels or quotas established under this pro- 
vision should clearly be made subject to penalties. 


CONCLUSION 


The above experience which our association has had under the trade agreements 
program indicates a need to strengthen the peril point and escape-clause pro- 
visions as well as the national security amendmnt, by providing for more 
congressional direction in this area and by establishing more precise procedural 
requirements and definite legislative guidelines and standards. Specific proposals 
relating to the national security amendment have been presented to the com- 
mittee by other witnesses appearing on behalf of our associations. Further, 
we believe that any extension of the law should be for no greater than 1 year so 
that Congress might review the effectiveness and suitability of amendments 
which should be adopted at this time. 

The Cuamrman. Mr. Wood, may I ask you what your evaluation is 
of the effectiveness of the voluntary controls as of the moment. You 
say that they have worked reasonably well. Is it true that some of 
the importing oil companies have not, however, agreed to the volun- 
tarily imposed import quotas which have been assigned to them ? 

Mr. Woop. Yes, sir; that is correct. 

The CuarrMan. Because some of the companies are not agreeing to 
the voluntary controls, the whole program is not as effective in your 
opinion as is required for the protection of the domestic oil-producing 
industry ; is that right ? 

Mr. Woop. Yes,sir. I might add this statement: 

There are only a few companies that have not been complying. The 
job, we feel, has been very well done by the administrators of the 
voluntary program except for the fact that imports are about 200,000 
barrels a day in excess of what the 1954 relationship is. 

The Cuatrrman. What I am trying to ascertain, Mr. Wood, is this: 

Is the excessive oil coming in because of the specific quotas which 
were issued under the voluntary program, or does the enlarged import 
of oil result from the failure of all of the importing oil companies to 
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stay within the quotas that have been assigned them under this volun- 
tary arrangement? Which is it? 

Mr. Woop. That isa pretty good question. _ 

Actually, the figures on imports are about in line with what the ad- 
ministrator of the program asked them to do—the overall total. Some 
companies are not in line with their own quotas. In other words, the 
Tide Water has already imported more than double its allowance, and, 
as further stated, they will continue to import at the rate they saw 
fit to. 

Also Eastern States as well as Sun Oil Co. is not, as of the moment, 
actually complying with the voluntary program. 

The Cuarrman. Then the present dilemma results from the two 
factors I have mentioned rather than just one of the factors? The 
quota under the voluntary method may have been set too high to 
begin with and it is not as effective, you say, because some of the com- 
panies do not see fit to live within the quota assigned to them ? 

Mr. Woop. Yes, sir. And, if I might add, some of the companies 
who are complying with the voluntary program advised the adminis- 
trator that in the event of failure by any one or more of the com- 
panies to comply they would want to look at their compliance figure 
again also. 

The Cuarrman. It may break down. 

Mr. Woop. It may break down in 10 minutes. That is the point. 

The CHatmrman. What is the effect upon production in your own 
State? Have you been limited recently to less production per month ? 

Mr. Woop. Yes, sir. In the month of March we are allowed to pro- 
duce 9 days in Texas. 

The CHarrman. What were you producing in 1954? How many 
days? 

Mr. Woop. I don’t have that figure. 

The CHatrrman. You were producing more days in a month, 
though, than 9? 

- Mr. Woop. Yes, in 1954. This is the lowest we have been since 1950. 

The Cuamman. What is the effect upon drilling for new wells and 
exploration ? 

Mr. Woop. Sir, for the past 4 years the activities of exploratory use, 
that are vital to our business, have declined. Those figures are in my- 
full statement. They have declined to such a point that our drilling 
program is inadequate to keep up with the pace demanded by the 
economy of this country. 

The CrHarrman. Is the degree of wildcatting that formerly pre- 
vailed not now evident in Texas? 

Mr. Woop. Absolutely. We drilled in the United States about 4,300 
less wells in 1957 than we did in 1956. 

The Cuarrman. I understand that many drilling rigs are now in 
storage in the State of Texas. 

Mr. Woop. They have been in storage for nearly 3 months. 

The CuatrMAn. Many, many others are in the same fix as you are 
yourself. 

Mr. Woop. Yes, sir. 

The Cratrman. I saw some figures a few days ago in a chart that a 
very eminent economist prepared, in which he said that on the basis 
of our development of oil reserves in the last 3 or 4 years, as I recall, 
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Russia would be ahead of us in the next 20 years in the production of 
oil and in possession of known reserves of oil. Do you know anything 
about the possibility of that occurring ? 

Mr. Woop. Sir, I could not, of course, answer anything about Rus- 
sia’s ability to produce oil or to find it either, but I can assure you that 
unless the domestic industry has some long-term picture to look at, we 
will get behind practically any country that has any mineral resources, 

The Cuatrman. Is there any truth in the observation that this 
economist made? Of course, he was merely predicting, and all pre- 
dictions are subject to controversy. 

Mr. Woop. I would say there is no truth in it whatsoever that Rus- 
sia will pass us in the production of crude oil or energy fuels. 

The CuHarrman. If the prediction is right, we are not helping to 
improve our situation at the moment. That is the point that you want 
to make, I am sure. 

Mr. Woop. Absolutely. We cannot become stronger by drilling 
less wells. 

The Cuarrman. You are not going to wildcat, and you are not going 
to bring in new oil developments if you are held to 9 days out of a 
month’s production, as I understand it. 

Mr. Woop. Yes, sir. You cannot break even. You cannot stay in 
the business. 

The Cuatrman. There is no point in speculating and risking losing 
money trying to find oil under such conditions. 

Mr. Woop. That is right. 

The CuHarrman. Mr. Simpson. 

Mr. Stwpson. You and Mr. Mills have developed quite an alarming 
picture as I see it. If we keep curtailing the days of allowable pro- 
duction here, we stop looking for new sources of the supply, is what I 
gather from your discussion. 

Mr. Woop. Yes, sir. 

Mr. Stmpson. Therefore, any country that keeps hunting, Russia or 
anybody else, can be presumed to have some success and get ahead of 
us if we do not keep continually looking for more. 

Mr. Woop. Yes, sir. 

Mr. Stmpson. A number of years ago I was questioning a gentle- 
man from one of the largest importing companies, and he and I agreed 
on a figure roughly that he thought would represent the maximum 
number that should be imported at that time, and he said someone 
suggested some voluntary agreements to limit the imports at or about 
that figure. He threw his hand in the air and he said, in effect, “The 
Government won’t let us do that.” He told me either that or it would 
tend to violate the antitrust acts and various laws which forbid com- 
binations in restraint of trade. 

I have never been told why it is that the companies are now getting 
together voluntarily. Do they have assurances that there will not 
be prosecution now or some time in the future if they comply with 
the Government’s request for so-called voluntary agreements ? 

Mr. Woop. Congressman, I couldn’t answer that question. 

Mr. Srmpson. Do you know whether or not it has been gone into 
with the Government? I do not know of any law that has been passed 
which would exempt you. 
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Mr. Woop. I am sure that at the time the voluntary program was 
instituted the Attorney General of the United States said that it would 
not be in violation of the law. That is my recollection of it. 

Mr. Simpson. There has been no law passed ? 

Mr. Woop. Not tomy knowledge, sir. 

Mr. Simpson. Do you not believe the industry would feel far better 
if instead of depending upon the wishes of any man or group of men, 
the Congress would pass a law and specifically set a quota or some meas- 
ure of imports that it would allow ? 

Mr. Woop. Yes, sir. 

Mr. Sumpson. Is that the recommendation of your industry ? 

Mr. Woop. Yes, sir. 

Mr. Suweson. If you had an acceptable level of imports I assume 
that the ills that prevail today went be corrected and one of them 
would be that you would be in the position to do necessary explora- 
no and development and searching out new sources of oil. Is that 
right ¢ 

Mr. Woop. Yes,sir. I might add one thing. 

Finding and developing and producing oil is a long-term operation. 
You are looking 3 and 4 and 5 years to find it and even get partially 
developed some of the land, which means that if this is subject to 
change, as you added, every 6 months or a month or 3 months or every 
year, we don’t have the financing possibilities to develop our property 
because of the unrest that is caused. 

Mr. Sueson. We hear a lot, Mr. Wood, of the voluntary agree- 
ments made by the Japanese industrialists limiting exports of some 
of their products to the United States. The people with whom they 
compete in this country are pleased with those limitations, but they 
do not have the slightest certainty that the limitations will not be 
lifted from day to day, because there is no legal certainty on the part 
of the United States Government limiting the right of the individual 
citizen in that country to ship the product in either directly or in- 
directly by shipping them to another country first. We do not have 
that measure of security or stability that permits the industry in 
this country to look to the future and develop as it must if our 
American system is to be modern and keep up with the times, as I 
see it. Just how serious is that matter of oil imports ? 

Mr. Woop. To my way of thinking and those that are much better 
versed on our national defense and all, any time the life of any domes- 
tic industry is being impaired, particularly one that is a contributing 
factor in the national security, we have to do something about it and 
do it pretty quick or we will lose whatever security is involved in that 
particular industry. 

Mr. Simpson. There probably would be no more important subject 
before the committee than these items that deal obviously with na- 
tional defense, and petroleum is certainly one of them. 

This will be repetitious, but I want to ask again, is it your recom- 
mendation that the voluntary system be replaced by the certainty of 
the imposition of a quota by the Congress as to the amount of petrol- 
eum that may come in ‘ 

Mr. Woop. Yes, sir. 
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Mr. Srwpson. Are you suggesting as a measure for that quota limi- 
tation the figure of the imports as they prevailed in 1954? 

Mr. Woop. Yes, sir. 

Mr. Smpson. Thank you, sir. That is all. 

The Cuarrman. Are there any further questions? 

Mr. Ikard will inquire. 

Mr. Ixarp. Mr. Wood, I wonder if you can tell us, just generally, 
what the market conditions are with respect to crude oil. If one of the 
other witnesses is going to develop it, we can discuss that later. 

Mr. Woop. Congressman, I think that some of the other witnesses 
will probably develop it, but the market situation as regards the 
crude that you produce is about as bad as it could be because of the 
fact that we don’t have pipeline connections in many areas, and we 
have to truck oil. 

nent Ixarv. There will be some subsequent witness that will go into 
that ¢ 

Mr. Woop. Yes, that will be covered pretty thoroughly. 

Mr. Ixarp. Generally what has been the effect of this 9-day month 
that you are now operating under on the average independent drilling 
contractor or producer from an economic standpoint. Can you tell 
us generally what it has done to him as far as his financing and his 
economic conditions are concerned and what his future looks like. 

Mr. Woop. I think I am generally optimistic, but I am not at the 
resent time regarding our particular industry. The less number of 
arrels we produce a month in the various producing States and the 

less we produce, the more it costs us per barrel to lift that oil out of 
the ground. 

Actually, if we were producing, say, 18 days a month in Texas our 
cost per barrel of crude to lift it, to get it to the pipeline would 
probably be 20 or 25 cents a barrel cheaper for the operator to get the 
job done. In other words, we are actually paying that penalty be- 
cause it costs us so much more, as much money to lift half as much oil 
as it would if we were lifting 100 percent practically. 

May I correct and say, Mr. Chairman, that the average producing 
days in Texas in 1954 ran between 16 and 17. That is what we did. 

Mr. Ixarp. I understood you, in reply to a question that Mr. Simp- 
son asked, to say that the recommendation of your association was 
that there be some provision in the law providing for import quotas 
which you detail in your statement. What would be your position 
assuming that there was action taken by the administration in im- 
posing mandatory controls under the present law? Would you still 
say, in that event, that there would be a need for legislation on this 
question ? 

Mr. Woop. Yes, sir, Mr. Ikard, I would, because I feel, as Mr. Simp- 
son mentioned, that it has to be more of a permanent thing than what 
might be enacted by one man and then someone else might change 
it completely. 

Mr. Ixarp. The reason for that, I assume, is that you need some 
certainty in your operations. 

Mr. Woop. Yes, sir. 

Mr. Ixarp. And further, contrary to public belief, oilmen do have 
to borrow money, do they not? 
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Mr. Woop. Yes, sir. 

Mr. Ikarp. And, in order to finance their operations, it is necessary 
that they have some certainty, before they can go to the banks and 
other places where they get their financing done, that there can be 
a payout ? 

Mr. Woop. Yes, sir. 

As a personal example, at my bank where I borrow my money, 
they have just told me—and they are a big oil bank—just not to drill 
any more development wells unless I had the money, that they couldn’t 
finance any further funds under the unknown, as we call it, where 
we operate, whether you are going to be allowed to produce 8 days, 9 
days, or be able to sell your oil at all. They just don’t want to ven- 
ture any more capital on the outlook. 

Mr. Ixarv. Again I may be getting into an area that some other 
witness will cover, and, if I am, I hope you will tell me so. That is 
the matter of secondary recovery or stripper wells. Will there be 
one witness who will get into that question, or do you know? 

Mr. Woon. Yes. 

Mr. Ixarp. That is all. 

The Cuatrman. Mr. Mason will inquire, Mr. Wood. 

Mr. Mason. I just want to follow up this idea of changing volun- 
tary arrangements into law by legislative acts. 

s I recall it, you recommended that it not only be made perma- 
nent in the law but that you recommend some penalties to be imposed in 
case those quotas established by law were not complied with, did you 
not? 

Mr. Woon. Yes, sir. 

Mr. Mason. We must have some way of enforcing the law. 

Mr. Woop. That is right. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuatrman. Are there any further questions of Mr. Wood? 

Mr. Wood, we thank you, sir, for coming to the committee and 
giving us the benefit of your views. é 

Mr. Woop. Thank you. 

The Cuarrman. Our next witness is Mr. Calvert. 

Mr. Calvert, for purposes of this record, please identify yourself 
by giving your name, address, and the capacity in which you appear. 


STATEMENT OF F. ALLEN CALVERT, JR., PRESIDENT, CALVERT 
DRILLING, INC. 


Mr. Catvert. Mr. Chairman and members of the committee, my 
name is F. Allen Calvert, Jr. My home is Tulsa, Okla., and I am 
president of Calvert Drilling, Inc. We have drilling and producing 
operations in Illinois, Indiana, North Dakota, Colorado, Utah, and 
Oklahoma. 

I appear before your committee, Mr. Chairman, as chairman of im- 
port policy committee of the Independent Petroleum Association of 
America, of which Bob Wood is our past president and chairman of 
our executive committee. 

The Cuarrman. Mr. Calvert, you are recognized, sir, for 5 minutes. 
Can you complete your statement within that time? 
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Mr. Catvert. I will, sir. I will highlight the high spots. 

The Cuamman. Your entire statement, however, will appear in the 
record, without objection. 

Mr. Catvert. Thank you, sir. 

For your information, our committee is composed of some 90 mem- 
bers of our industry. It represents a cross-section from companies to 
companies and from North Dakota to the gulf coast. There have 
been some 60 members of our 90-member committee who have given 
me their expressions in regard to imports, and most of their expres- 
sions are incorporated, in substance, in what I am going to say. 

Experience shows, and I am sure that all of you that are familiar 
with the oil industry know, that new discoveries are directly depend- 
ent upon the number of wells drilled, and these declining activities 
indicate a serious threat to our domestic oil industry so vital to na- 
tional security. 

Excessive imports of crude oil and refined products are a primary 
factor in this deterioration of our domestic industry. The facts will 
show you, by the statistics that we submit, that, as to the actual decline 
in our oil industry, exploration, and drilling the number of wells 
completed, the trend started in 1954, the same year that a Cabinet 
Committee and Congress determined that imports, if excessive, would 
impair our industry and also national security. 

The figures, Mr. Chairman, which you asked on drilling, in 1954, 
in round figures, were 54,000 wells drilled in this country. The next 
year, in 1955, there were 56,000. The next year, in 1956, there were 
58,000. Last year, 1957, it dropped from 58,000 back to 54,000, and, 
following that curve, plus the statistics we have on the first 2 months 
of this year, it is estimated by the Oil and Gas Journal, a drilling mag- 
azine, that we will drill 50,000 wells this year. 

The number of seismo crews and core-drill teams, which are the 
scouting arm and reconnaisance arm of our industry, and who always 
have to go out and do the check before drilling, has actually declined 
20 percent since 1954. Whereas there were 713 core-drilling teams 
and seismo crews on an average daily in 1954, that figure has dropped 
to 578, about a 20 percent decline. 

It is only logical that when that dropped the number of wells 
would drop, and I give you those statistics. 

As to the number of drilling rigs, Mr. Chairman—you made that 
inquiry—there are approximately 3,100 drilling rigs in this country. 
In 1957 the average number, according to the Hughes Tool Co., which 
keeps weekly statistics which I am sure a lot of you see published in 
the Oil Daily and other publications, was 2,429 rigs out of the 3,100. 
The month of February averaged 1934, a decline of about 20 percent; 
some 500 rigs. 

The Cuarmman. Mr. Calvert, would it disturb you to be inter- 
rupted at that point. Mr. Reed has a question. 

Mr. Cauvert. Not a bit. 

Mr. Reep. I just wanted to know what percentage of these are 
stripper wells. 

Mr. Catvert. What percentage ? 

Mr. Reep. Of the number of that you gave there. 
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Mr. Catvert. Back in the well figure, I was speaking of rigs there, 
sir ; 3,100 rotary rigs in the country. 

Mr. Reep. They are not stripper wells? 

Mr. Catvert. Stripper wells, sir, are low-producing wells, which I 
haven’t mentioned yet, Mr. Reed. One witness is going to testify as 
to the total stripper wells, and I know that you from New York are 
most interested in that. You have your share of them. 

Mr. Reep. Thank you. 

Mr. Catvert. The rigs have declined 20 percent. There were 1,900 
in February versus an average of 2,429 last year. We attribute a lot 
of this decline to excessive imports. 

We are not blind enough to try to tell you or anyone else that the 
current recession, such as it is, does also contribute somewhat to the 
decline in rigs, but we attribute most of it to excessive imports. 

There is no place for those of us in the oil business, particularly in 
the drilling or the oil-finding end of it, for a pessimist, but we must 
be realistic and face the fact that excessive oil imports have made it 
uneconomic to explore and develop United States oil. 

Our particular bank, in trying to give me a few words of wisdom 2 
months ago, said, “I suggest you gear yourself to the low rate of ac- 
tivity.” Not due to the fact that there 1s no place to drill in this coun- 
try, but due to the fact that the larger companies who have the larger 
programs have chosen to make an exploration budget to seek foreign 
oil, which has naturally deprived us of places to drill here. 

There are plenty of places to drill here, but there is the cheaper 
price of oil wells in the Middle East. I am sure that most of you 
know that there are many wells in the Middle East that are capable of 
making 5,000 barrels a day, and they doit. Some of them have made 
that much for a year. 

In Oklahoma, at our present allowable, it takes 250 wells to make 
5,000 barrels a day. A 5,000-foot well in Oklahoma is allowed 20 
barrels a day. That was until March, and we were cut back 11 per- 
cent. Soweareallowed 18 barrels a day now. 

But it would take 250 wells in Oklahoma to make that 5,000 barrels 
a day that 1 little Middle East well makes. 

In July 1957, the report of the Special Cabinet Committee To In- 
vestigate Crude Oil Imports contained the following warning, which 
I think is prophetic: 

The sharp increase in imports programed by the importers in their report 
to ODM indicates such a trend of increase in relation to domestic production as 
will bring about a further decline in domestic exploratory and development ac- 
tivities. This should not be permitted. The timelag between exploration and 
production requires that we explore today for tomorrow’s usable reserves. Any 
other course will impair industrial expansion, availability of supplies for con- 
sumer use, and preparedness for an emergency. 

Hearings were recently conducted by Captain Carson, administrator 
of the voluntary import program. 

Before I go further, may I say that almost every member of our 
committee who did express himself in regard to Captain Carson and 
his dedication to this voluntary program had nothing but fine words 
to say for Captain Carson. 

It is the level of imports that has been established by executive 
action that we are complaining against. We certainly are not pro- 
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testing anything that Captain Carson has done. We think he has 

been a wonderful administrator with the job he has been given to do, 

But in these hearings, which we conducted last week for new applicants 

for licenses to import oil, some 25 new applicants consisting of pro- 

ducers, refiners, and jobbers said that, in order to economically survive 
they had to have their portion of foreign oil. 

Those were the main reasons given for import licenses. 

We all know that every barrel that enters this country of foreign 
oil denies a market to a domestic barrel of oil. Iam sure that long ago 
congressional committees that have investigated oil operations learned 
that they cannot be mothballed like a battleship and, in time of emer- 
gency, pulled out of mothballs and made immediately effective to meet 
an emergency. 

It takes pipelines. It takes use. It takes all sorts of things to put 
that in a vital situation where it could fill an emergency. 

I ask you gentlemen of the committee what better proof you can 
find of the extreme and dire situation that prevails in our industry than 
the newspaper headlines that you have read in the last 2 weeks, of in- 
dependents, mainly independents, going before State regulatory bodies 
in oil-producing States and requesting that allowance be cut back, and 
in Texas that they be cut back from 11 days to 9 days. 

We appeared in Oklahoma and requested a 50,000 cut; 44,000 was 
the decision of the State regulatory body. 

Again mentioning a bank, some of you probably remembered that 
the Chase Manhattan Bank, our second largest bank in the country, 
on February 20, through one of their officers—I think it was Mr. 
Winger—described the status of our industry as one demanding strong 
medicine in regard to our oversupply problem. 

I believe that the cutback in State iiiowalibes is strong medicine, but 
the reduction in production that comes from the cutback falls directly 
on our domestic producer, not our integrated producer or our import 
producer, and it threatens our ability to continue in business. 

We know that you know that it is a fundamental concept of our 
economic way of life that competition fosters reasonable prices and 
it is also consumer protection. 

We believe that the thousands of little independents that are out 
here fighting this battle contribute to the competition that is necessary 
to protect the consumer. 

We are not here saying that a lot of us are going broke today or 
tomorrow, but a lot of people are in dire extremes, and if we get what 
we are asking for, of approximately 3,000 barrels, we are not naive 
enough to think that that is going to cure our ills immediately. We 
are simply saying make the importers move over some, make it more 
equal. 

A 3,000-barrel cutback is only half of what the States did last week. 

It is not going to be a magic cure. We think it will be more 
equitable. 

We believe that the present conditions that we will outline here 
will support the Cabinet Committee’s warning that excessive imports 
will impair essential domestic exploration and development activities. 

The time has come, we think, for relief. 

I thank all of you for the time. 

(The statement referred to follows :) 
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STATEMENT BY F, ALLEN CALVERT, JR., PRESIDENT, CALVERT Drixiine, INC. 


My name is F, Allen Calvert, Jr. My home is Tulsa, Okla., and I am president 
of Calvert Drilling, Inc., with drilling and producing operations in Illinois, 
Indiana, North Dakota, Colorado, Utah, and Oklahoma. 

I appear before this committee in my capacity as chairman of the import 
policy committee of the Independent Petroleum Association of America. Through 
both the activities of my own company in the domestic industry and my work 
with the IPAA committee, I am in a position to testify as to the decrease in 
exploration for oil and gas, the declining number of drilling rigs operating, 
and the serious decline in new well completions. Experience shows that new 
discoveries are directly dependent upon the number of wells drilled, and these 
declining activities indicate a serious threat to our domestic oil supplies so vital 
to national security. Excessive imports of crude oil and refined products are a 
primary factor in this deterioration of the domestic industry. 

The decrease in United States petroleum exploration, as measured by the 
number of active geophysical and core-drill crews, began in 1954, when imports 
were recognized as threatening national security by the Congress and the ad- 
ministration’s Special Cabinet Committee. During 1954 an average of 713 
exploratory crews were active in the United States. By 1957 this average had 
declined to 578 crews, a decrease of 18.9 percent from 1954 and 7.2 percent less 
than in 1956. Domestic exploration is being discouraged despite the fact that 
possible future sources of domestic oil and gas reserves are estimated to cover 
more than half of the total land area of the United States, according to American 
Association of Petroleum Geologists. 

The decline in exploratory crew activity was followed by a decrease in the 
number of active drilling rigs and well completions. There are more than 3,100 
rotary drilling rigs in the United tSates. During 1957 an average of 2,429 rigs 
were active, a decrease of 7.6 percent from 1956. By February 1958, the number 
of active rigs had decreased to 1,934. This represents a decrease of 26 percent 
from the 1956 average and about 16 percent below the same period in 1957. This 
drastic decline in drilling activity means loss of trained personnel and early 
abandonment of highly specialized equipment. Such deterioration of the drilling 
industry means inadequate new wells, inadequate discoveries and inadequate 
domestic reserves to meet future requirements. 

The decrease in active drilling rigs has been accompanied by a decline in new 
well completions. The number of new oil wells, new gas wells and dry holes 
drilled in 1957 totaled 53,838, a decrease of 4,322 completions or 7.4 percent as 
compared with 1956. Wells drilled during January and February of 1958 show 
a further decrease of about 9 percent below the same period in 1957. A con- 
tinuation of this trend would mean less than 50,000 wells (oil, gas and dry) for 
the year 1958. This would be the lowest drilling rate in 5 years during which 
time national oil requirements have increased almost 20 percent. 

In short, excessive imports of crude oil and refined products are contributing 
to a severe depression in domestic petroleum exploration and development. Wild- 
cat drilling for new reserves declined 10 percent in 1957 against 1956 and shows 
a further decrease of about 25 percent in January and February of this year. 

There is no place for the pessimist in the business of finding and developing 
oil and gas. It is necessary to be realistic, however, and face the fact that 
excessive imports have made it uneconomic to explore and develop the United 
States oil reserves needed for national security. The July 1957 report of the 
Special Cabinet Committee To Investigate Crude Oil Imports contained the fol- 
lowing warning: 

“The sharp increase in imports programed by the importers in their report to 
ODM indicates such a trend of increase in relation to domestic production as will 
bring about a further decline in domestic exploratory and development activities. 
This should not be permitted. The timelag between exploration and production 
requires that we explore today for tomorrow’s usable reserves. Any other course 
will impair industrial expansion, availability of supplies for consumer use, and 
preparedness for an emergency.” 

In hearings recently conducted by Captain Carson, administrator of the vol- 
untary import program, many applicants for quotas to import foreign oil, such 
as our larger producers and refiners, have testified that in order to economically 
survive they need an allocation of cheap foreign oil. The record shows that 
these applicants are producers, refiners, and jobbers and that the foreign oil laid 
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down on our shores by companies presently importing it has caused them to 


What further proof do we need of its threat to our national security when it is 
obivous that each barrel of foreign oil denies a market to a barrel of domestic 
oil, and consequently, reduces our domestic exploration, drilling, and producing 
program, as reflected by the statistics we are submitting. 

Long ago those who have studied our oil industry learned that the drilling 
and the producing arm of our industry cannot be put into mothballs and then in 
time of emergency called upon to fill an urgent need. 

What better proof could you find of the extreme and dire situation that pre- 
vails in our industry than what has been evidenced in meetings of State oil 
regulatory bodies during the past 2 weeks in Oklahoma, Kansas, Texas, Louisiana, 
and the other oil-producing States, where you have found independents unani- 
mously recognizing the need for a reduction in State allowables due to the loss 


of their markets to the flood of imported oil. 


We, who attempt to make a living by drilling or producing oil, are never very 
far from a bank obligation, and consequently we are very prone to listen to a 
banker’s advice. As recently as February 20, the Chase Manhattan Bank de- 
scribed the status of the industry as one demanding “strong medicine” in regard 
to its oversupply problem. The cutback in State allowables is strong medicine. 
The reduction in production and income falls directly on the domestic producer 
and threatens his ability to continue in business. 


It is a fundamental economic concept of our way of life that competition 


fosters reasonable prices and consumer protection. 


If the domestic industry 


is unable to survive this flood of foreign oil, you will see a large part of compe- 
tition in the oil industry disappear in the form of bankruptcy or the distressed 


sale of independents. 


Gentlemen, I believe that present conditions support the Cabinet Committee’s 
warning that excessive imports will impair essential domestic exploration and 


development activities. The time has come 


cessive oil imports in the mutual interest of 
security. 
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The Cuarrman. Are there any questions of Mr. Calvert? 


Mr. Baker will inquire. 


Mr. Baxer. I do not understand wh 


Maybe I did not hear it all. 


y you ask for these cutbacks. 


Mr. Catvert. Why we ask for the cutbacks? 


Mr. Baker. Yes, sir. 


Mr. Catvert. The problem of oversupply. We are being drowned, 
in our opinion, by foreign oil, and it is creating a big condition of 
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oversupply. Some of the independents in Texas were quoted publicly 
as saying that if we are going to be forced to go broke, let’s all go 
broke together. 

Let us try to cure the oversupply problem, and we attribute it 
mainly to cheap foreign oil. } 

Mr. Baker. Of course, that does not solve any problem, does it? 

Mr. Carverr. It doesn’t solve the entire thing, no; but we think it,is 
one step that can be taken. 

Mr. Baxer. What you want, though, is the cutback to. be on the 
importer ¢ 

Mr. Catverr. We want the importers cut back, 

Mr, Baxer. Iam understanding you now. 

When you asked for the cutback in allowables you meant not State 
allowables, or you meant not. only domestically produced oil, but 
imported oil. ‘They cannot do that. 

Mr. Catverr. Who cannot do that ¢ 

Mr. Baxer. The States. 

Mr. Cativerr. No. We just ask that our own individual State pro- 
duction be cut back, sir, in recognition of the fact that foreign oil bas 
created a tremendous oversupply. 

Mr. Baker. Of course, the answer, though, is quotas on imports. 
Am I right ? 

Mr. Canverr. We believe it is, sir. 

Mr. Baxer. Certainly, I would assume. 

What level do you want? The1954 level ? 

Mr. Catverr. We are asking for 1954, sir, on the basis that that 
was the Cabinet Committee finding and congressional finding. 

Mr. Baxer. What was that? 

Mr. Catverr. The 1954 imports were approximately 1,215,000 bar- 
rels. They would be that today in relation to our 1954 1,215,000. 

Mr. Baker. How does that compare with domestic production in 
1954 ¢ 

Mr. Catvert. Domestic production in 1954 was 56,300,000. 

Mr. Baxer. You are about 1636 percent. 

Mr. Catvert. 16.6, sir; that ratio. 

Mr. Baxer. That is all, Mr. Chairman. 

~The Cuarrman. Mr. Eberharter will inquire. 
__ Mr. Exsernarrer. Mr. Calvert, it is hard for me to understand why, 
if there is such an oversupply of’crude oil, the price of the refined 
product—gasoline—has increased so tremendously, approximately 20 
percent, in the last.2 years, Could you explain that for the record? 

In other words, the consumer is paying about 20 percent more. 

Mr. Catvert. For gasoline ? 

Mr. Exernarter. For the same product ; yes. 

Mr. Cauverr. Have you checked to see whether it is the State tax 
or the price of the gasoline? 

Mr. Evernarter. The basic price has increased. It is difficult to 
explain it to the consumer. | 

r. Catvert! Mr. Eberharter, if it has increased 20 percent, T be- 
lieve it is contrary to the figures that I have or anyone else here has. 

Does anyone have that figure ? 
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Mr. Eberharter, it is more marketing. I am a driller and producer, 
and I cannot answer your question. 

Mr. Esernarter. That is all right. Thank you. 

The Cuareman. Mr. Curtis will inquire. 

Mr. Courris. I was interested in your statement on page 2 where 
you said. “This drastic decline in drilling activity means loss of trained 
personnel and early abandonment of highly specialized equipment.” 

Yet, in turning over to the chart on the back, it looks like those 
figures indicate that what has occurred there is increased productivity 
of your drilling crews, because there has been a steady decline inthe 
average number of geophysical and core drilling crews active from 
1954 right to the present, and yet the number of wells—wildcat, 
development, and so forth—actually increased in that period consider- 
ably, although the number of crews have declined. It looks like you 
have an increase in productivity. 

Mr. Catverr. Mr. Curtis, the crews we were speaking of were the 
exploratory crews and seismograph crews and grafty teams. Then we 
are speaking of drilling rigs, and the drilling rig operation has de- 
clined, and on our chart there the number of wells has declined. 

Mr. Curtis. No. Let ustake the corresponding figure. 

Mr. Catvert. On the last page of the chart. 

Mr. Curtis. On the very last page. 

In 1954 you show 713 crews; in 1955, 666; in 1956, 623; and in 1957, 
578—a constant decline. 

Over on your wildcat development, and so forth you show from 
1954 to 1955 a considerable increase, and from 1955 to 1956 a con- 
siderable increase, and a decline in 1957, but which'is almost the same 
as 1954. 

So you do not have a corresponding decline in your operations, 
apparently. 

r. Canvert. Mr. Curtis, I can explain that. 

The crews that drill the wells in the last column that you are reading 
are the crews on the rotary rigs. 

The declining figures you are citing on crews are the scouts and 
the reconnaissance of the oil industry who go out and use the'seismo- 
graph to try to locate prospects. 

Mr. Curtis. I appreciate that, but, nonetheless, it has had some 
reflection through their activity, I would think. 

Mr. Catverr. The reflection it will have, Congressman Curtis, will 
be more this year and next year. The larger companies don’t go out 
and engage these reconnaissance crews and set: out the prospect for 
drilling in their budgets that will be developed 2, 8, and 4 years later. 
That decline will show in later years. 

The number of rigs,.as you.can see, has been for 4 years within’ 100- 
grade average there. Our crews have increased in efficiency. 

Mr. Curtis. What we really need to evaluate this is'a broader span. 
I wonder if you could supply the figures back to 1950 on the same data, 
which would give us a little better picture. 

Mr. Catvert. We certainly will, Congressman. They are readily 
available and we will supply them since 1950. 

(The figures referred to above are as follows:) 
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Oil and gas exploration and drilling activity.in the United States, 1950-53 

















Average Average Well completions 

number geo- nuniber , : 

physical and | rotary rigs | ett ; 

core drilling active Wildcats ‘Development! Total (ium: 

crews active (number) (number) ber} 

$000 ei ce teors spel ch 350k cee 463 2,150 8, 554 34, 725 43, 279 
Eh 26+ .cnanediinigtal <sganedh §70 2, 551 10, 302 34, 214° 44, 516 
ee be desl Jot Sih 5s. bi OU « 734 2, 642 10, 552 j 35, 269 45; 821 


SOB ooo - pes bone es epernnsanzrde inn 752 2, 612 11, 062 38, 217 49, 279 





Sources; Geophysical and core drilling crews from Interstate Oil Compact Commission. Rotary rigs 
from Hughes Tool Co. Well completions from Oiland Gas Journal. 


Prepared by Independent Petroleum Association of America, March 1958. 


Mr. Curtis. You say you are making the point, that we might be 
losing trained personnel and specialized equipment, but I do know 
that a lot of our trained personnel are actually being,employed, and 
this equipment, too, in-work abroad. So 1 was wondering how much 
increase there has been in that. We may not actually oiaan these 
skills. .They may not be utilized in this country, but it may be ri- 
can crews that are doing it. I wonder if you would comment. 

Mr. Catvert. I can comment on that, sir. .Itis a good point, but you 
notice the rig average is 2,400 in 1957, and it 1s 1,900 now. That is.500 
crews. Each represents 20 men, Not one-tenth of those men have 
gone foreign. They are entering other fields, 

And by depreciation of our equipment we simply mean that a $100,- 
000 or a $200,000 rig that is staked out in ee ’s pasture accumu- 
lating rust is deteriorating, and once it:is rigged back up and gotten 
ready to drill it is much expensive than if it is a skid location, 

Mr. Curtis. Our point is that, although there are some going for- 
eign, it is only about a fifth of those you are actually losing.: 

Mr. Catvert. From personnel agencies: and employment.agencies. 
And major company figures—-we could easily, get that, but it, would be 
my estimate as a drilling contractor that. not one out of a-hundred of 
the personnel that are laid down from domestic operations here enter 
foreign operations.. They have families. They are not going to.go to 
the Middle East, Venezuela, or Bolivia. 

er Curtis. I can appreciate the reason., I was interested in the 
results. 

Your point is well taken, but I think, in order to understand_ jt, 
we need those other figures. 

Mr. Catvert. Those crews are entering other industries, and_,a, lot 
of themarelosttous. You cannot get them to come back.and, go out on 
an hourly job out in the field., 

Mr. Curtis. If your will say just how, many. are going foreign,; I 
would appreciate it. 

Mr. Catvert. We will, sir. 

Mr. Curtis. Thankyou. 

Mr.Canvert. 'Thank you. 

The CuatrMan. (Mr. Ikard will inquire. wIO 

Mr. Ixarp. Mr. Calvert, .as (1, understand, you, and ‘along, the-dine 
that Mr. Baker inquired, you are’ siumply..saying that. the, domestic 
industry has cut back sharply and that, in your judgment, there should 
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be a proportionate cut in imports. © Is that not, in substance, what you 
said ? 

Mr. Catvert. Our cutback, has not been very voluntary. It has been 
fighting inch by inch, but we have been forced back by greater powers 
than ourselves. 

Congressman Ikard, we give the major companies a lot of eredit 
for good faith with 26 out of 29 of them complying with the voluntary 
program, But I also would say that it might be a little conscience 
there, in my opinion. They know they have had too much of a good 
thing and, all of them, unfortunately, recognize that our domestic 
industry is hurt, I believe, but I think the fact that 26 out of 29 have 
complied is a little good conscience in there, too, knowing that it has 
been too good. : 

Mr. Ixarp. However, you aré not saying, as I understand it, that 
we should have no imports. 

Mr. CAtvert. Not at all, sir. 

Mr. Tarp. We'all recognize the need for the proper level of im- 

orts. 
° Mr. Catyert. We do. “We understand our relations with other 
countries, and we know it has been State Department policy and the 
‘policy of both administrations to foster investments abroad to help 
develop the resources of the world. But we think it has been a little 
overdone. > 

Mr. Ixarp. Then also, as you mentioned a moment ago, the domestic 
industry’s reduction has not always been a voluntary one. Our State 
conservation laws come into the picture where many times, for the’sake 
of conservation of a very vita] national resource, as Mr. Wood pointed 
out, your costs are pushed up in implementing the conservation pro- 
gram of the various States. Is that correct? 

Mr. Catvert. Yes, sir. 

Mr. Txarp. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Stmrson. Mr. Chairman? 

The Cuareman. Mr. Simpson will inquire. 

Mr. Suurson. On page 3 there is a reference to the fact that large 
producers and refiners have testified that in order to economically sur- 
vive they need an allocation of cheap foreign oil. 

Do these people say that they cannot survive unless they push 
people out of business? 

Mr, Catvert. Those are my own words, sir. I don’t think I took 
much poetic license. 

T remember headlines'that said’: “To Economically Compete.” 

For instance, I think the Pure Oil Co:'was cited in headlines that 
they were asking for a 12,000-barrel-a-day allotment of foreign oil 
some 6 or 9 months hence, based on an anticipation of developing that 
abroad, and that they pointed out that they represented 7 or 8 percent 
of their refining capacity, and in view of the fact that a lot oftheir 
competitors had access to foreign oil which is laid down on ‘these 
shores anywhere, we think, from 50 cents to a dollar cheaper than 
domestic-oil, that they had to have their portion. 

But those were quotes from headlines. 

Mr. Srvpson. Ts Gur real question here' then one of whether we 
shut down the domestic producers or shut down the big refiners and 
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foreign producers that are. American owned? J assume American 
owned. 

Mr. Catverr. No; I don’t believe the question is one of shutdown. 
I think it is one of equity, blending the sources of supply. 

Mr. Simpson. However, your point, if I understand, it, is you are 
being decreased so little that it is unprofitable to operate. 

Mr, Catvert. We are being decreased,so fast; yes, sir... Our produc- 
tion is being cut back: Those 5,000-foot. wells I cited in Oklahoma: 
By the March allowable order, wesare decreased from 20 barrels.a 
day—11 percent—down to 18, 

Mr, Simpson. I am sure on the basis of such unemployment that 

ou may have if the oil is being consumed,.some. person abroad is 
Seren to work to peacure it. 

Mr. Caxvert. That is right. 

The CuairMan. Any further questions? 

If not,.Mr. Calvert, we thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Our next witness is Mr. Gordon Simpson. 

Mr. Simpson, for purposes of this record, will you identify yourself 
by giving us your name, address, and the capacity in which you 
appear ¢ 


STATEMENT OF GORDON SIMPSON, PRESIDENT, INDEPENDENT 
PETROLEUM ASSOCIATION OF AMERICA, DALLAS, TEX. 


Mr. Gorpon Simpson. My name is Gordon Simpson. I appear as a 
spokesman for the Independent Petroleum Association of America. 

The CHatrman. You may have a seat, Mr. Simpson. 

Can you conclude your statement in the 10 minutes that, we have 
allotted to you, sir ? 

Mr. Gorpon Srwpson. Mr, Chairman and gentlemen of the com- 
mittee, may I say I appreciate Judge Ikard’s kind remarks in intro- 
duction. lien I also say that I take it you gentlemen will not mind 
if I depart from the text whichis on your desk, 

The Cramman. Without objection, your entire statement will ap- 
pear in the record. 

Mr. Gorpnon Simpson. There is no objection, Mr. Chairman. 


I see. 

The Independent Petroleum Association of America is composed of 
approximately 12,000 members in all parts of the United States of 
America. These people have historically drilled 80 percent of the 
exploratory wells which have been sunk in American soil. This 
organization was formed in 1929 because of the pressure of exactly 
the same sort of problem that confronts the oil industry today. 
Excessive imports at that time were a real and. present, threat to 
the continued existence of the domestic oil-producing industry; and 
the association was organized, 

After many vicissitudes, which I will not recount in detail, an 
excise tax of 21 cents a barrel was levied in 1921 to undertake to 
bring the imports into balance with the domestic production. 

I might say historically that another voluntary program was tried 
in 1933, a voluntary program for the curtailing of the importation 
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of foreign oil,‘and after a few months of operation, one of the par- 
ticipants withdrew and the plan collapsed. However, today we find 
ourselves in ‘a more critical position, I believe, than ever in the mom- 
ory of most of us. 

The continued reserve producing capacity of petroleum in the 
United States that is so essential to the national defense is being 
imminently ‘threatened: That producing capacity is the same ca- 
pacity; ntleman of the committee, that furnished the oil that pro- 
pelled the tanks ‘that broke the Hindenburg line in 1918. It is the 
same industry that furnished. the power that'led Patton’s amazing 
tanks over the plains and the hills of Europe and brought successful 
termination of the wars in the Pacific and in Europe. It is a com- 
modity than which there is none more strategic in the world, and 
a continued reserve producing capacity of this strategic commodit 
in the United States of America is absolutely necessary to the public 
intérest and defense. It ‘is illusory to depend on foreign oil which 
is now available in such abundance, because we know—as Suez, 
for instance, has told us—that an enemy may deny us access to those 
supplies in time of war. 

t is a healthy and a prosperous producing industry in the United 
States that is essential, I repeat, gentlemen of the committee, to the 
national defense. 

“We have a program. We have-a voluntary program, and it has 
worked well. If it had ‘not been so ‘Well administered we would 
have about 200,000 barrels a day more coming in than we have now. 

I want'to compliment the people who have participated in' that 
program. ‘I want to pay tribute to the statesmanship of those com- 
panies who have participated.’ But there are some recalcitrants that 
are not’ participating. ‘The Independent Petroleum Association of 
America has come to the conclusion that we must ask Congress to 
ST into this act so that those who will not obey may learn 
to obey. , 

I will tell you a story. There is a legendary lawyer named Bivins 
down in Texas that my frierid Judge ‘Morey, of San Antonio, tells 
about a good deat. “Bivins was accused of obtaining a deed by duress, 
and they put him on the stand. 

He said, “No, it wasn’t obtained by duress.” He said, “John owed 
me some money and I got up a deed to cover some property he owned, 
just about enough’ to'cover what he owed me. And I called John in 
and I said, “John, here is a deed.’ I laid a pistol out on the desk, 
and I said,'*Now, John, you got a mother in heaven and a father in 
hell, and you are going to ‘see one before sundown unless ‘you sign 
that deed.” 

And, continuing, Bivins said, “He signed it willingly.” 

’ We need teeth, too.’ We'need to do this by law, by law that applies 
to ‘all. alike, and, hence) the Independent Petroleum Association of 
America has offered to the Congress some suggestions, and ‘we are 
not rigid’ in them because there are many approaches, I am sure. 

First, we suggest that whenever the President has specified levels 
above which a commodity should not be imported into the United 
States, there would be an automatic self-executing penalty of 30 
percent ad valorem at the point of entry on the excess above the levels 
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thus specified, and, in addition to that, specific penalties by way of 
confiscation of cargo and other penalties under the Customs Act could 
be applied in flagrant cases. 

In the second case, we think, as to oil, that it is good legislative 
policy, when the Congress is delegating to the Executive one of its 
responsibiliies, that criteria be written into the act to aid the Executive 
in administering the law, and the delegated responsbilty thus passed 
to it. 

We have suggested that the Congress might well favor writing into 
the defense amendment to the Trade Agreements Act a provision that 
whenever the importation of crude oil and products—and these prod- 
uets are equally important.as the crude oil itself—are being imported 
into the United States in volume in excess of the relationship those 
bore to their domestic demand in 1954, as a matter of law they shall 
be deemed to endanger the national security. That criterion: thus 
written into the act is exact. 

It is Congress’ responsibility, in many ways of looking at it, to 
preseribe a criterion, and I should think the administration should 
welcome that standard inserted into the act to aid the administration 
in making its determinations when it comes to administering the 
law. 

Mr. Chairman and gentlemen of the committee, I do not wish to 
trespass further on the committee’s time. I have’made the presenta- 
tion, I believe, without substantially repeating what was said’ before. 
We are appreciative, indeed, of the time that is being allowed us. 

(The statement referred to follows:) 





STATEMENT OF GORDON SIMPSON; PRESIDENT, INDEPENDENT PETROLEUM ASSO- 
CIATON OF AMERICA 


My naime is Gordon Simpson. I reside in Dallas, Tex. Today I appear here 
asa spokesman for the Independent Petroleum Association of America, of which 
I happen te be president. My background is the law, but, fortuitously, I. have 
rather drifted into administrative duties in a producing oil company and am 
now president:of General American Oil Company of Texas. 

The independent oil producer specifically falls within the purview of the 
defense amendment to the Trade Agreements Act of 1955. He: has drilled more 
than three-fourths of all exploratory wells which have been sunk in American 
soil. Year by year, the oil industry has discovered more petroleum ‘in the 
United States than we have used, preserving that reserve producing capacity 
so essential to the security of the Nation. The ability of the independent to 
continue his contribution to this achievement is currently being severely curtailed 
by a complex of factors, important and foremost among whichis the excessive 
importation of foreign petroleum and its products, 

The decline in domestic exploration and discovery does not at all mean: that 
we are running out of oil; rather, it means we are running out of money and 
incentive to find it. And, further, the plethora of aboveground stocks of crude 
and refined oil, now at an alltime high, effectively discourages the wildcatter’s 
efforts. ‘This is a bleak outlook, indeed. 

All these factors contribute alarmingly to a very real danger and present 
threat to our national security. Dependence on overseas oil, now available in 
such abundance, is illusory and extremely risky when we reflect that, in case 
of war, our enemy may effectively deny us access to those supplies: The Suez 
incident is a convincing case in point. All will agree, I am certain, that we can- 
not afford to play Russian roulette with our national security. It is imperative 
that we insure for our Nation an adequate supply of domestic oil to: provide 
energy for the sinews of war as well as the ongoing of those industries which 
are indispensable in such an emergency. 
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There is no munition of war more important than oil. We remember how 
gasoline propelled the tanks of the United States and its allies when in 1918 they 
broke the Hindenberg line. And we recall how over two-thirds of all tonnage 
of materiels of war we shipped to Europe in World War II was petroleum 
products, products that powered the amazing tank columns of General Patton, 
who demonstrated to the enemy what “blitzkrieg” really meant; that kept our 
warplanes aloft in increasingly dominent numbers; that, in general, furnished 
the energy which made our European expeditionary forces and those of our allies 
so mobile and ultimately so victorious. The same story may be told of the vast 
and victorious actions in the Pacific. Perhaps, in a way of speaking, it would 
not be improper to say that oil won the wars; certainly, it is accurate to assert 
that we could not have won them without it. And by that I mean domestic 
oil adequate to and available for our every military need. 

Now I turn more specifically to the matter before the committee. As I under- 
stand it, the question is, generally: Shall the President’s authority under the 
Trade Agreements Act be extended, and, of more particular concern to us, shall 
the defense amendment to that act be amended to provide specific standards as 
to petroleum imports? 

The measures taken by the administration pursuant to the terms of the defense 
amendment to arrest excessive importation of foreign oil have been most helpful 
and the independent oil producers are especially grateful for the wisdom and 
earnestness of those efforts. No criticism of the wise and able handling of the 
voluntary imports curtailment plan is intended or even implicit in this presenta- 
tion. But the time has now come when more stringent steps are needed to 
cope with a rapidly deteriorating condition which immediately and really 
threatens the ability of the independent producer to continue to operate, to con- 
tinue the search for this munition of war he has historically found in such 
abundance, one so vital for our very survival in case of an all-out war. 

The need for these more stringent steps arises from the inadequacy of the 
voluntary plan effectively to cope with the imports problem. The matters which 
have been presented to you by the gentlemen who have preceded me argue this 
point well. The observance by the vast majority of the importing companies 
of the voluntary quotas allotted to them demonstrates the patriotism and busi- 
ness statesmanship of the management of those concerns. May I pay them a 
tribute for these attitudes. But the disregard of the plan by a few gives rise 
to an unfair, even intolerable, situation. It underscores that the curtailment 
of petroleum imports to a definite and specific reasonable level should be done 
under specific legislative standards. Not only to succor the independent pro- 
ducer who has his back to the wall but in fairness to the companies complying 
with the voluntary plan, present and future recalcitrants, we submit, must be 
forced by law to accept their fair share of the responsibility for the Nation’s 
security. 

Having in mind what I understand to be the primary purpose of the hearing 
granted us today, I now address myself to the defense amendment. 

At its January 20 1958, meeting, the executive committee of the IPAA took 
action, first of a general and, second, of a specific nature respecting a strength- 
ening of this amendment. 

First, it proposes in substance that whenever the President, under this act 
or other authority, has determined that imports of any commodity shall not 
exceed specified levels, any importer exceeding those levels would be subject to 
a duty of 30 percent of the value at the point of entry on the excess and to 
specific penalties including damages and confiscation of cargo. 

This proposal is general in nature and would extend not only to petroleum 
but to every article, the importation of which the President may have determined 
should not exceed a specified level. 

In addition to the penalties now provided in the case of violation of our 
customs laws and regulations, this provision would provide self-executing pen- 
alties in the nature of customs duties. 

The second IPAA proposal has to do with writing into the law a criterion 
which would in effect say that if imports of petreleum and its products ex- 
ceeded the 1954 relationship to domestic demand, the national security shall 
be deemed to be endangered and the level of imports shall be held to that rela- 
tionship. 

The selection of the 1954 relationship as advanced in this proposal has been 
developed in the presentation of Mr. Robert L. Wood. 
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This maximum level of imports, as to oil and refined products is so well im- 
pedded in study of this problem by both Congress, and the administration that 
we think it a fair, a minimum criterion to insert in the act. It occurs to us sound 
policy for the Congress to prescribe a criterion when it is delegating responsi- 
pility. Likewise, it occurs to us that the administration should welcome. this 
kind of legislative aid in making its determinations under the act... It should be 
added, however, that we would consider it desirable to provide in any such 
legislation that the criterion thus laid down might, should the public interest 
require, be suspended by the President in the event of any shortage of domestic 


supply. 

When we consider the peculiarly strategic nature of petroleum in relation to 
the national security, and,the fact that excessive oil imports have already been 
determined to bea threat to security, prescribing’a definite criterion is only giving 
legislative effect to an accepted and basic defense policy. i 

These approaches toward the grave and emergent problems facing the inde- 
pendent oil; producer are not at all offered dogmatically but in the hope. that 
we can contribute something toward a proper solution. Other approaches are 
sure to be suggested. We consider our own recommendations fair, reasonable 
and effective. However, any other fair and reasdénable approach would cer- 
tainly be satisfactory to us. 

Mr. Chairman and gentlemen of the committee, the independent oilmen who 
have drilled 80 percent of the exploratory wells sunk in American soil, who have 
factored so materially in finding and having available the petroleum the Armed 
Forces of the Nation required in two World Wars, these independents are threat- 
ened with the real and present specter of being forced out of business because of 
the importation of foreign oil and its products which are supplanting, not supple- 
menting, domestic production., We submit the national security is imperiled 
because of this situation. 

May I thank the committee for this opportunity to be heard. 

The Cramman. Thank you, Judge. 

Are there any questions? 

Mr, King will inquire. 

Mr. Krxe. Mr. Simpson, what has discouraged you from pressing 
the Executive to tise the authority that he has under the law to give 
vou the relief you need ? 

Mr. Gornon Stupson. We have made representations of a sort to 
the Executive to act under the present law; that is true. 

Up here in Washington you don’t get what you want. You take 
what you can get. 

We have made proper representations in that area, Mr. King. 

Mr. Kine. You do know that he has the authority to give the in- 
dustry the relief it needs? 

Mr. Gorpon Strmpson. Yes, sir, that is correct. 

Mr. Kine. You say you have made representations of a sort. Do 
vou feel that representations have been proper and have spelled out 
the condition the industry faces? 

Mr. Gornon Strmpson. I have the feeling that the administration 
would rather we would not seek legislation. But I have no way of 
knowing directly what is intended to be done. I understand the 
Cabinet Committee on Imports is meeting today and perhaps we will 
know the answers a little bit after that meeting adjourns. 

Mr. Kine. Your industry finds that the Executive will not respond ? 

Mr. Gorpvon Stmpson. No, sir, it has not. 

Mr, Krnaq. Then you feel you are being criticized by coming to the 
only body you can come to after the Executive declines to act in your 
behalf ? 

Mr. Gorvon Srvpson. If we do not take a stitch in time it may be 
that Congress would adjourn and no action would be taken. This act 
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would not be strengthened to make it effective law, and then we are 
afraid that we would be in danger really. 

I appreciate the tenor of what you say, and some might say we are 
coming prematurely. We have weighed that. We don’t think so. 
We trust the committee won't. 

Mr. Kixe. That is all. 

The Cuamrman. Mr. Mason will inquire, Mr, Simpson, 

Mr. Mason. Mr. Simpson, you have made a very excellent summary 
of the situation confronting the oil industry and of the relief that you 
think should be taken. You, in substance, want us to, by law, regulate 
the imports and put penalties on if they violate those regulations, and 
not leave it to the discretion of the State Department or any other 
department as to what should be done. You want it in the law so 
that you will have definite reassurance of what the situation is going 
to be next year and 5 years from now ? 

Mr. Gorpon Stmpson. Mr. Mason, I agree with you 100 percent that 
we should do this by law. 

Mr. Mason. Thank you, sir. 

The Cuairman. Any further questions of Mr. Simpson ? 

Mr. Ikard will inquire. 

Mr. Ixarp. Judge, you mentioned the importance of petroleum to 
our national security. As I am sure you know, Secretary of Defense 
McElroy testified here before our committee, on the 18th of February, 
and he said that it was well recognized by the Defense Department that 
an adequate and strong domestic petroleum industry was essential to 
our national defense posture. 

I know you will recall that just about a year ago the so-called Suez 
crisis was in being, and you are familiar, much better than I am, with 
the requirements that fell on the domestic industry as a result of that. 

{t seems to me that, even though we are conscious of the part that the 
petroleum industry played in World War II and the Korean conflict, 
the Suez crisis came even closer to home. Would you comment on 
what might have happened if we had not had a domestic industry, just 
a year ago, that was strong enough to pick up the 400,000 barrels a 
day that were needed for our allies in Western Europe. And that did 
not occur 20 years ago or 12 years ago; that was just about 12 months 
ago. 

Mr. Gorpon Suaeson. We might have had an economic debacle in 
Europe at that time that would have been a first-class invitation to 
the Communists to move in. 

Mr. Ixarp. Is there not also the possibility, if we had not had ade- 
quate domestic supplies in this country, that we might have conceiv- 
ably become involved in rather offensive attitudes in keeping the 
channel open, and involvement. in the Near East situation ourselves? 

Mr. Gorvon Srirson. That is absolutely correct in. my opinion. 

Mr. Ixarp. That is all. 

The ¢ ‘HAIRMAN. Are there any further questions ? 

Mr. Simpson will inquire. 

Mr. Suurson. Mr. Simpson, we have a question in front of us, 
which of course is the question of extending the acre Trade 
Agreements Act. The bills of which you complain result from recip- 
rocal trace agreement policies in the past. _Is that correct# 
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Mr. Gorvon Smrpson. I would not!ibe able! to: say that: that | is 
directly accountable for it. I would say rather it is human nature 
and the profit motive in industry and commerce. 

Mr. Graney Respectfully, I can quibble or talix-about a lot of: 
things like that. But it is either the Reciprocal Trade Agreements 
Act or you have no purpose in being here, because it must be pertinent 
to this, as I see it. 

Mr. Gorpon Srmpson. Yes, sir. 

Mr. Stmpson. And you seek to have a bill which will correct some 
ills which this act has brought to pass, in part at least. We can agree 
on that, can we not? 

Mr. Gorvon Srrpson. Yes, sir. 

Mr. Srmeson. Of course, under ‘the provisions of the Reciprocal 
Trade Agreements Act,’we could get some kind of relief, if the Gov- 
ernment saw fit, under the escape clause. 

Mr. Gorpon Simpson. Yes. Those things have been diseussed, Mr. 
Simpson. It is very interesting, too. 

Mr. Srpson. Instead of which, we have adopted this voluntary 
method under which we do not have the sanctions of law, but which 
is truly voluntary. 

Mr. Gorpon Stmpson. Yes. 

Mr. Simpson. But if it works, the effect is to cut, down on ‘the 
amount of imports that the foreign countries might bring in on the 
basis of the recipranat trade agreements, 

Mr. Gorpvon Sumpson. That is correct, 

Mr. Srupson. If, that happens, my question is, Do, you know 
whether we have to compensate these other countries, pay them, in 
other words, the amount they have lost as a result of our limitation, 
even though it is voluntary, of imports? 

Mr. Gorpon Srupson. I am not prepared to say. But basically, 
I would say it would be no fairer for them’'to compensate them for 
the cuthack than it would be to cut Texas out of the United States 
Treasury for cutting back to 9 days. I have not briefed it,, Mr. 
Simpson, however. 

Mr. Simpson. Yes, but the trade agreements all contain clauses 
that if our bargainers and the bargainers of the foreign countries 
make a deal as a result of which our bargainers are outbargaihed and 
we make a bad deal so that we have to give relief to some American 
producer. or manufacturer, we have to pay the foreign country, coim- 
pensate them, on account of the bad deal that we made, becanse we 
protect ourselves. We have to pay them by giving them concessions 
in some other area, which is the customary way of doing it if the 
other country asks for it. 

_ Mr. Gorvon Stmpson. I must confess I have not gone into that, Mr. 
Simpson. But it 1s very interesting and it Is possible. 

Mr. Srarrson. There is no question but that if, as a result of the 
operation of the escape clause, we were to limit the importseand the 
President allowed it, the country that felt itself injured under the 
Reciprocal Trade Act would have a right to demand compensatory 
payments, I believe. And there is a lot of sentiment in Government 
for this opinion. Even where they do it voluntarily by limiting the 
import of these products at the request of Government, we have to 
pay a compensatory price for it. 
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If that is right and we would have to pay it, the one way we could 
avoid it properly and legally and without insulting or violating the 
Trade Agreements Act itself would be for-Congress to levy the quota 
and simply to say; “We do it for national defense purposes.” 

Mr. Gordon Sueson. Yes. That is very interesting. 

Mr. Stmpson. If we did that, we would not have to make conces- 
sions to the other countries because of the errors we haye made in 
the past in giving too little protection for these products coming in. 

Mr. Gorvon Srurson. Yes. 

Mr. Supson. Would it: not sound reasonable to you that Congress 
should do it by law so that your industry may know with certainty 
for some time in the future what to look for? 

Mr: Gorvon Simpson. Yes. What you are saying illustrates what 
I said when I mentioned that there were many approaches. 

Mr. Srmpson. It is designed tostrengthen your very good argument. 

Mr. Gorvon Srmpson. Yes; it is. ; 

Mr. Stupson. And to point up that where any committee, Cabinet 
or otherwise, issues a suggestion or request, it does not have the ef- 
fect of law under which we like to operate our business. 

Thank you, sir. 

The Cuatrman. Are there any further questions of Judge Simpson ? 

If not, Judge Simpson, thank you, sir, for coming to the commit- 
tee and giving us your views. 

Mr. Gorpon Srmpson. Thank you, Mr. Chairman. 

The Cuamman. Is Mr. Frank E: Frawley in the room? 

The Chair understands that Mr. Frawley may not appear this morn- 
ing and asks unanimous consent to insert a telegram in the record at 
this point which is from J. U. Teague, president of the American 
Association of Oilwell Drilling Contractors: ‘Ts there any objection? 

The Chair hears none. 

(The telegram referred to is as follows :) 

DALLAS, Tex., Warch 3, 1958. 
Hon: Wrieur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C.: 


During the past year the total number of rigs operating daily in the United 
States declined to a 7-year low. Statistics for the first 2 months of this year 
indicate a further drastic reduction in total number of rigs running daily. 
Since the total number of rigs running is one indication of well completion 
activity, we are deeply concerned that those factors affecting total well comple- 
tion have and will in turn have a pronounced effect upon the drilling industry. 
Although there are other factors, one of the main contributing causes appears 
to be excessive imports of crude oil and refined products. In this regard we 
have repeatedly stated the position of the American Association of’ Oilwell 
Drilling Contractors, and at a meeting of the board of directors held at New 
Orleans, La., February 10, 1958, a resolution was passed recommitting the asso- 
ciation to the proposition that imports of crude oil and products should be 
limited to the 1954 relationship of such imports to domestic demand and 
reaffirming its position by said resolution that imports be used to supplement 
rather than supplant domestic production and urging that appropriate steps 
be taken by the proper authorities to correct imports to the 1954 ratio. The 
association expresses its deep concern over the decreased development of domes- 
tie reserves of oil and gas which already has, and if continued will materially 
weaken the power of the United States to provide an adequate defense in times 
of national emergency. Under such adverse conditions it is caleulated that it 
would take considerable time to rehabilitate idle rigs, assemble and train 
skilled crews, and otherwise provide for efficient drilling operations during such 
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periods. In the eventisuch course on;our part is deemed advisable and, neces- 
sary to present the foregoing, faets, we shall be glad to testify before your 
honorable committee. a 
J. U. Teacur, ©‘ 
President, American Association of Oilwell Dritling Contractors. 

The Ciirman. Tlie next witness is Dr. C. J. Potter. 

Dr, Potter? 

Mr. Eberharter. 

Mr, Esernartrer. Mr. Chairman, I would just like to say that the 
next witness, Dr. Potter, has been well known to me for many years. 
I have had many conversations with him. I want to say’ for the 
benefit ofthe other members ‘of the committee that''he is highly 
respected in my home and native city of Pittsburgh. He ‘has 
an expert in. the coal industry for many years, and he is respected 
for his broad approach not only. to the coal industry but also. to all 
civic matters, is! 

I am sure, Dr. Potter, the committee members will look upon your 
testimony with sympathy and attention, although I do not:-knew: as 
yet whether I shall be able to agree with you. 

Mr. Porrer. Thank you, Mr, Congressman. 

The Cuarrman. Mr. Potter, for the purposes of this record, will 
you give your name, address, and the capacity in which you appear. 


STATEMENT OF C. J. POTTER, IN BEHALF OF THE NATIONAL COAL 
ASSOCIATION, WASHINGTON, D. C. 


Mr. Porrrr. Yes, sir. 

My name is Charles J. Potter. I am president of the Rochester & 
Pittsburgh Ceal Co., of Indiana, Pa., in which. place I reside. 

I welcome the opportunity to appear before your committee today 
on behalf of the National Coal Association, a trade organization, of 
bituminous coal operators of the United States. 

The Crarmman. Mr. Potter, will it be possible for you to complete 
your statement in the 20 minutes allotted to you, sir? 

Mr. Porrer. I will, sir. 

The Cramman. Thank you, sir. 

Mr. Porrer. During World War LI, under the late Harold L. Ickes, 
I acted as Deputy Solid Fuels Administrator and was responsible for 
the distribution of all bituminous coal throughout the United States. 
At the same time I was also chairman of an international coal com- 
mittee which distributed coal throughout the world. , 

I was a member of the task force appomted pursuant to the Presi- 
dent’s instructions of July 30, 1954, wherein the President established 
an advisory committee on energy supplies and resources policy... The 
Director of the Office, of Defense Mobilization, was designated as 
chairman and: the heads of the following agencies served as mem: 
bers: Departments of State, ‘Treasury, Defense, Justice, the Interior, 
Commeree, and Labor. .A copy of the creport.of the | Presidential 
Advisory Committee on Energy Supplies and Resources Policy is 
attached hereto as appendix A. 

The Energy Supphies and Resources Committee had to take into 
account, among other things, the defense needs which obviously would 
vary from time to time as well as mmimum peacetime requirements 
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of fuel which would permit under any circumstances the prosecution 
of a successful’war. Tt was quickly recognized that whenever coal 
production dropped anyplace below a minimum of 500 million tons 
per year the coal industry itself would be in trouble, and the fuel 

uirements for the Nation would be in jeopardy. Howeyer, 500 
million tons could not be considered as a permanent upper leyel, but 
would vary with economic conditions. It was determined, therefore, 
that a solution must be found to stabilize the coal industry’s output 
in an endeavor to prevent this from happening. On this subject the 
report said : 

The Committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore 
to the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. 

2 Ld] * a7 a * s 

The Committee recommends; however, that if in the future the imports of 
crude oil and residual fuel oils exceed significantly: the respective proportions 
that such imported oils bore to domestic production of crude oil in 1954, appro- 
priate action should be taken. 

The committee recommends further that the desirable proportionate relation- 
ships between imports and domestic production be reviewed from time to time in 
the light of industrial expansion and changing economic and national defense 
requirements. 

In arriving at these conclusions and recommendations, the committee has taken 
into consideration the importance to the economies of friendly countries of their 
oil exports to the United States as well as the importance to the United States 
of the accessibility of foreign oil supplies both in peace and war. 


These were the recommendations in the advisory committee report 
that formed the basis for section 7-of the Trade Agreements Extension 
Act of 1955. | ' 

Confirmation of this fact is contained in excerpts from the debate in 
the United States Senate concerning this proposed defense amend- 
ment as it occurred on May 2, 3, and 4, 1955, and as it was reported in 
the Congressional Record of those dates. (See appendix B attached 
hereto. ) 

I urge your acceptance of 2 amendments to section 7 of the Trade 
Agreements Act of 1955—which, incidentally, are the same as ex- 
plained by Mr. Wood earlier today—to provide that : 

1. “Whenever the President has determined, under section 7 or other author- 
ity, that imports of a commodity shall not exceed specified levels, any importing 
company whose imports exceed such levels shall be subject to a duty on the excess 
imports equivalent to 30 percent of the value of the cargo at point of entry and 
shall be subject to specific penalties, including damages and confiscation of 
cargo.” 

2. “Imports of crude oil and petroleum products, respectively, in excess of the 
1954 relationship of such imports to domestic petroleum demand, shall be deemed 
to endanger national security and permissible imports of crude oil and petroleum 
products shall be limited to such relationship as indicated above.” 


I believe these two amendments, effectively enforced, would help 
assure the stability of the Nation’s fuel requirements and afford some 
measure of relief to the bituminous coal dustry by prohibiting exces- 
sive imports of residual fuel and crude oils. 

You gentlemen may wonder why the coal industry is so interested in 
this “liquid coal,” commonly known as residual fuel oil. The follow- 
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ing table shows the delivered price of this:product in New York 
Harbor, on a coal equivalent basis: 


TABLE 1.—Liquid coal prices (residual oil) 








[Per ton] 
TORT aq | 
Year | Low High | Yea: Low High 

aS Oe, Oe 3 Die 20 one, rt 
oe | $11.33 $19: 70 Wl ton! 2 Oi $8. 96 $9.79 
ae iit beaten 6. 66 10. 13 || 1958...-------..-.helo.-- 9.79 11.08 
ence sierecencncees 7.91 WUE WF Wi vetestcs..costexceans 11. 08 12.70 
1951. 8.96 10, 21 || 1957... 12. 38 | 14.16 
1952... | 8.74 10.21 || 1968).2..1.--....-...-..2- 1 10.42 tex 
i tiAtasninenns 8.33 9. 37 | | 


1 Or parity with coal. 


I want to point out from that table that the variation has been from 
a low of $6.66 a ton equivalent in 1949 up to as high as $14.16 in 1957, 
In the last few years, for example in 1953, it was as low as $8.33. per’ 
ton equivalent; and again, in 1957, it had gone up to $14.16 a ton. 
Today, residual oil is currently being offered to the public utilities 
on the eastern seaboard at a coal equivalent basis. 

It will be noted from this table also that between 1953 and 1957 
the price variation of liquid coal is as great as the price of coal at the 
mine, which runs between $5 and $6 per ton. To the f. o. b. mine 
price, transportation, charges totaling over $4 per ton must be added 
to reach the eastern seaboard. This means that whenever the suppliers 
of imported oil wanted to take our coal markets, they did it by selling 
at a price approximately $1 per ton less than coal, but when there was 
a world shortage of oil the delivered price was raised to almost $4 per 
ton higher than coal. 

It will be noted also from table 1 that certrin oil importing com- 

anies, through their pricing policies, wrought havoe to the coal in- 
tones in 1949, 1953, and 1954. Today, they are threatening to do 
so again because these same companies are offering fuel oil at coal 
parity and we know from past experience that if they are not able to 
get the business at parity, they will continue to reduce the price to 
the point where they will be able to maintain their desired volume of 
shipments at the expense of coal. 

The effect of this pricing policy and the ability of the importers of 
liquid coal to make such wide price changes is alindet catastrophic to 
the coal industry. Any attempts by the coal industry to meet these 
low prices cause it to sell below the cost of production or else of 
necessity maintain a price on the eastern seaboard which will allow 
imported residual oil to take whatever volume of business it chooses. 
The reason for having to select 1 of these 2 alternatives is that 
while imported residual oil is marketed, for all practical purposes, 
only on the eastern seaboard, coal is also sold inland. Coal pro- 
ducers cannot charge their inland customers higher prices than those 
at which they sell to customers on the eastern seaboard. The net ef- 
fect of this is that when the coal industry makes some attempt to meet 
the residual oil price along the eastern seaboard, it must then go back 
to its other customers and reduce prices, thereby lowering the price 
structure for the entire coal industry throughout the United States. 
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Please bear in mind that coal’s profit margin rarely exceeds 25 cents 
per ton. In other words, a price that is imposed by residual oil on 
the eastern seaboard affects the price structure of the entire United 
States coal industry. 

The next table will show you a record of the growth of residual fuel 
oil imports. You will note that the east coast importation is prac- 
tically the entire importation of residual. You can see that it has 
grown from a minimum of 54 million barrels in 1947 to more than 161 
million barrels in 1956. 


TABLE 2.—Residual oil imports, 1947-5 


~2 


[Thousands of barrels] 


1 | | 














Year East coast United || Year East coast United 
States } States 
19472. _..__- DIL SIE 2 54, 069 | $4,244 || 1953.00) 181,206 | > 131, 538 
1048... .-._. bite eaten La 52, 638 Or 900 4) 3088.0) easerl = 128, 983 | 129, 124 
See Beatie te tea 74,719 weiss litte ek ee eet one 152, 035 
$001.46. 1. 5-1 sah. 120, 025 120,036, |] 1956... -.....- seneeeene| 161,124) 161,846 
ee ke 118, 608 119, 166 || 1957 (11 months) we--| 152,877 154, 157 
Wee 232 128, 070 128, 479 ] | 


You will note from the above table that in 1949 and 1954, years of 
extremely poor business conditions in the coal as well as other in- 
dustries, residual oil imports increased or did not decline any appre- 
ciable amount, The point is that when general business conditions 
decline, residual oil imports not only are able to hold their own but 
actually show an increase, This is, of course, contrary to the usual 
concept of economics. 

You gentlemen will probably ask why there is any residual oil 
burned at times when the price of that ‘commodity is at very high 
levels. The answer is that in some consuming plants and in certain 
localities there is no coal competition with residual oil after oil has 
taken the market. Many plans along the eastern ‘seaboard have 
scrapped coal-burning equipment and now therefore can no longer 
burn coal. However, the I: arge electric utility plants along the eastern 
seaboard can, in most. instances, burn either coal or oil, as well as 
gas. For these reasons, consumption of residual oil will be main- 
tained, to a great extent, irrespective of price. However, even though 
this is true, there are numerous plants where coal is still competitive, 
and we are striving to maintain that business. 

Furthermore, you may recall that a delegation of Florida utility 
executives appeared before Congress protesting increased prices of 
residual oil in 1956.. The reason the utilities were complaining was 
that there was no competition with residual oil in Florida. (Since 
that time, certain Florida utilities are making arrangements to pro- 
tect themselves against excessively high oil prices by having coal 
burning equipment available.) 

Let us examine the effect of residual impor ts on the production of 
bituminous coal in central Pennsylvania. The following table sets 
forth production statistics for the years 1947 through 1957, as well 
as imports of liquid coal. It shows that while central Pennsylvania 
normally, in the prior years of 1947 and 1948, was producing about 60 
million tons of coal per year, and the so-called liquid coul imports 
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from Venezuela to the United States was about 12 million tons equiva- 
lent, today our production ‘has been eut by one-third and oil has 
tripled. It is easy to understand why our business has gone down. 


TABLE 3 
Liquid coal 
Central from Vene- 
| Pennsyl- zuela to 
vania eoal United 
Year | production | States east 
(thousands coast (thou- 
of net sands of 
tons) tons coal 
equivalent) 
1947 volauie obln Al wale nie] 62, 832 12,975 
1948 ‘ Sehda bt bat - wide 60, 046 12, 632 
1949. _- c ; ¢ 39, 659 17, 931 
1960! Oy fia -T43-. aces 53 l eyvege asl edorpiujea 46, 839 28, 803 
1951 47,120 28, 463 
1952 ‘ i ‘ UT STs. 2eci yi 40, 777 30, 734 
1953 re 4 20 ait Coa 37, 551 31, 487 
1954... Ag 29,'722 30, 946 
1955 s-27eyee4 4a aopyeg~ «eben | 35, 435 36, 462 
1956 “ b es ‘ ‘ “<a | 40, 758 38, 667 
1097.9 L5iIR ols lis MiTtL Od Lor 1 39, 375 2 36, 687 


1. Preliminary for 12 months. 
211 months. 


This decline of over 20 million tons’ of coal production in central 
Pennsylvania in 10 years is just one example of the effect of residual 
imports on the bituminous coal industry. Its ‘effects are not con- 
fined to production im central Pennsylvania. It is the same in all other 
areas where other coals must attempt to meet the competition of im- 
ported residual fuel. I do not take the position that residual fuel 
oil is the sole cause of the declines in production of coal, but it is the 
major contributing cause. As mentioned heretofore, one of the more 
(listressing éffects of residual fuel imports on the coal mdustry is its 
effect on price ‘levels, because of its ability to make such wide and 
drastic price changes. 

I pointed out, for example, the serious effect: these imports of resi- 
dual fuel have had upon the bituminous coal industry of central Penn- 
sylvania. I would now like to direct your attention to theveffect on 
some other segments of our population. 

You gentleman are naturally interested in the welfare of the rail- 
roads in this country. As you know the three largest railroads serv- 
ing the market. territory where the great quantity of residual oil is 
eonsumed are the New York Central, , Pennsylv ania, and Baltimore & 
Ohio. You are also aware of the fact that there/has been a continued 
decline in the revenues of these railroads. In at least two cases these 
railroads are In serious difficulties. 

To the extent that residual oil has displaced bitumimous coal along 
the eastern seaboard, the decline in revenue of these railroads can, in 
large measure, be attributed to their resultant loss of coal traffic., The 
damage does not stop here. As railroad revenues decline, railroad 
employees are furloughed and other expenditures are curtailed. In- 
dustries dependent upon the railroads are affected, and more unem- 
ployment results. Railroad freight rates are inc rreased, and coal’s 

24003—58—pt. 1——-68 9 
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competitive position is made more diffieult. Thus, it will be seen, that 
the ever-increasing growth of liquid.coal imports has a serious and 
widespread effect. ' 

As you gentleman are aware, practically all imports of residual fuel 
comes from oil produced in Venezuela. It is wise to examine critically 
the reciprocal trade program which Venezuela currently insists upon 
maintaining. The following is a Department of Commerce report on 
Venezuela trade policy: 

Venezuela commercial policy has followed a general trend toward providing 
maximum encouragement to domestic agriculture and industry. In addition to 
import duty, other types of trade control are imposed, such as licensing re- 
quirements, import quotas, regulations requiring the purchase of specified 
amounts of local products for each unit of product imported, import prohibitions 
and quarantine laws. State trading is also employed in products whose price is 
supported in the domestic markets. 

In other ‘words, if Venezuela has anything that is produced or grown 
in their own country, they are fully protected to the maximum extent, 
either by quotas or tariffs, or by any other means, and we cannot export 
anything into Venezuela except that which they require. 

am not asking you to impose similar restrictions on Venezuela even 
though rightfully, under a oa trade program, you should do so. 
The coal industry is willing to share the energy market, but on a reason- 
able basis. I might point out that the United States Government 
permits residual oil from Venezuela to enter this country on a duty 
of 5.25 cents per barrel, the coal equivalent of which is approximately 
22 cents per:'ton. Qn refined products such as gasoline, the import 
duty is'1.25 cents per gallon (52.5,cents per barrel), or the equivalent 
of $2.10: per ton of coal. 

While competing internally with oil, gas, and hydroelectricity, the 
United States coal industry must also attempt to meet the competition 
of imported residual from Venezuela (the prices of which I have pre- 
visual shown fluctuate more than $6 per ton) entering this country 
on a duty of only 22 cents per ton. Contrast this with the equivalent 
$2.10 per ton protection given United States refiners of gasoline, for 
which there is no other economic energy substitute available in this 
country. 

In other words, a product which is made in the United States and 
for which there is no substitute is amply protected by duty, yet. prod- 
ucts of which we have ample supplies, such as coal, oil, gas for heatin 
or for generation of electricity, are allowed to come in free, for al 
practical purposes. 

With reference to extension of the Trade Agreements Act contain- 
ing my suggested amendments, I would like to suggest also that it not 
be extended beyond 1 year. (And I want to point out why it should 
not be extended more than 1 year.) During the 1-year extension, the 
Congress, through this committee, or a subcommittee named by it, 
should keep informed on compliance with the provision of section 7 
with particular reference to energy supplies and resources. 

Another reason for suggesting an extension of only 1 year is largely 
due to the attitude of our State Department toward the bituminous- 
coal industry. For example, let us look at the situation with respect 
to Canada. I will now depart from the written text and discuss 
that subject verbally from the map exhibit which is attached to this 
statement. 
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In the upper right-hand corner, just above the: word’ “Quebec,” I 
show that the total Canadian subsidy on coal for the year 1956-57 ex- 
ceeded $9 million, and the average subsidy paid on Canadian coal 
per ton was $2.74. 

What that means is thatthe Canadian Government, in order to meet . 
competition from United States coal and to allow, for example, ‘the 
Nova Scotia mines to run at 100 percent of capacity, subsidizes up to 
$4 per ton Canadian coal movement against United States competition. 

Por example, this year, the Canadian steel industry is down.,, Nova 
Scotia mines production. is off. We. are informed. ‘currently that 
Canada will increase its subsidization to move Canadian, coal into 
Ontario to take United States coal business there. We are bound 
to lose. 

Let me point out some other features of this map,' because in ‘es- 
sence it is a picture of an energy movement between the two countries 
and indicates that type of trade. : 

On the left-hand side of the map in’ green it shows the United 
States exports of oil to Canada; about: 1.6 million tons equivalent 
of residual moves from the west coast into: British Columbia.' Over 
on the east side of the United States, in green, it shows the movement 
of coal from the Appalachian and. central provinces: into primarily 
Ontario and Quebec. Those are our total exports to Canada of basic 
energy. 

In yellow, the Canadian crude oil into the United States is approxi- 
mately 10 million tons of coal equivalent, on which there is a duty of 
47 cents per ton. fog 

Canadian gas has import applications before the Federal Power 
Commission and wants to move into the Great Lakes area. It will 
come in duty free, because there is no'tariff on that. At the same time, 
this little yellow line that I show coming into the United States, is 
being moved into Ontario at the present time to compete with United 
States coal. 

How does it compete with United States coal to Canada? 

The Canadian Government subsidized part. of the. building of a 
pipeline. They are going to consumers of United States coal, offering 

as at a price which is less than the price of United States coal, plus 
its duty, plus the amortization of the burning facilities in a period of 
5 years, or at so ath cents per ton less.than coal will deliver, 

At the same time, Canada is exporting power to the United States 
out of Ontario’s hydroelectric system. It is coming in absolutely duty 
free. Canada ships coal into the United States through Nova Scotia. 

Every solid fuel or energy source that comes into the United States, 
with the exception of crude oil, is duty free. Everything that we ship 
into Canada has excessive duties imposed on it, plus subsidies paid by 
the Canadian Government. 

I am not at all anti-Canadian. As a matter of fact, we have a Can- 
adian company, and I like to do business in Canada. But I do not 
like to have our country enter into reciprocal trade agreements with 
a country which can destroy or nullify completely the effects of those 
trade agreements by internal subsidies. 

You gentlemen are perfectly aware of the fact that the internal sub- 
sidies that. are working in a country are not subject to negotiation in 
terms of General Agreements on Trade and Tariff. T think the com- 
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inittee ought not to extend this for more than L year.) I think this 
committee should use North America, for example, as a program, and 
critically examine what all the countries inthis hemisphere are doing 
with respect to energy, before agreeing to any further extension. A 
blanket extension of 5 years could lead) us into a great deal of dif- 
fieulty. me 

May LE point ont that: Lester Pearson, who is Minister of External 
Affairs for Canada, on February 27 said, and I quote: 
* * * if my government wins control of Parliament on March 81 voting and 
oi shipments to the United States‘are still restricted 


that is, under the voluntary restrictive program— 
1 will take steps to create a market for western Canada’s oil in Montreal. 


In other words, any restrictions that you gentlemen might adopt, he 
will defeat by subsidizing the movement of oil to Montreal, and there- 
by displace Venezuelan oil, because Venezuela and the Near East are 
the source of oils in Montreal. 

So anything you do to.the reciprocal trade that completely disre- 
gards the internal workings of the country is ineffective. 

Gentlemen, I respectfully request that you not extend this bill, 
amended as suggested heretofore, beyond 1 year, for that particular 
reason. 

I thank you very much for your kindness, Mr. Chairman. 

The Cuaimrman. The map and other appendixes attached to your 
prepared statement, Dr. Potter, will be made a part of the record at 
this point. 

(The map and other appendixes referred to are as follows :) 





APPENDIX A 


REPORT OF THE PRESIDENTIAL ADVISORY COMMITTEE ON ENERGY SUPPLIES AND 
RESOURCES PoLicy ; 


INTRODUCTION 


The importance of energy to a strong and growing economy is clear. As 
conditions. of supplies and reserves of coal, oil and natural gas change and as 
both defense and peacetime requirements come more clearly into focus, the 
bearing of Government policies upon energy needs reexamination. 

What degree and kind of public regulation is appropriate to the present situa- 
tion and future outlook? What trade policies for energy supplies will most 
effectively express the overlapping national needs for adequate protectable 
supplies in. case of war and for encouragement of economic growth of this 
eountry and friendly..countries. elsewhere. in the world? . What steps may be 
taken to improye the economic position of the coal industry; now seriously 
depressed, without penalizing competing industries, as a means of enhancing the 
ability of that industiy to contribute to the national defense? More particu- 
larly, should spetific-changes be made in tax, freight rate, research, Governnient 
purchasing, or other policies in the energy field? 

These and other policy questions press for careful review and decision. 

On July 30, 1954, the President established an Advisory Committee on Energy 
Supplies and Resources Policy. The Director of the Office of Defense Mobiliza- 
tion was designated as chairman and the heads of the following agencies served 
as members: Departments of State, Treasury, Defense, Justice, the Interior, 
Commerce, and Labor. 

The White House directive respecting the committee’s assignment included 
the following specific statements : 

“At the direction of the President the committee will undertake a study to 
evaluate all factors perteining to the continued development ‘of energy supplies 
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and resources fuels in the United States, with the.aim of strengthening the 
national defense, providing-orderly industrial growth, and assuring supplies-for 
our expanding national economy, and for any fature emergency,..., 
“The committee will review factors affecting the requirements and sone of 
the major sources of energy including: coal (anthracite, bituminous and lignite, 
as well as coke, coke tars, and synthetic liquid fuels) ; petroleum and natural 
gas.” ues 

The committee has been aided greatly by an able and representative task 
force appointed pursuant to the President’s ‘instructions. The committee’s 
recommendations are set forth below. 


RECOM MENDATIONS 


1, Natural gas regulation 


We believe the problem of natural-gas regulation should be approached from 
the viewpoint of assuring adequate supplies and the discovery and development 
of additional reserves to support such supplies, in the interests of national 
defense, an expending domestic economy, and reasonable prices to consumers. 

To secure these objectives, it is essential to give due consideration to (1) the 
operations known as the production of natural gas, (2) the transportation of gas 
in interstate transmission lines, and (3) the distribution of gas in municipali- 
ties. Individual companies may engage in more than one of these activities. 
Each operation of such companies should be treated by like criteria according 
to its appropriate industry function. 

In the production of natural gas it is important that sound conservation 
practices be continued. This area of conservation managemént is under the jur- 
isdiction of ‘State conservation commissions. In the interest of a sound ‘fuels 
policy and the protection of the national defense and consumer interests by 
assuring such a continued‘exploration for and development of adequate reserves 
as to provide an adequate supply of natural'gas, we believe the Federal Govern- 
ment should not control the production, gathering, processing or sale of natural 
gas prior to its entry into an interstate transmission line. 

The interstate transmission of natural gas by the interstate transmission lines 
and the subsequent sale‘of such gas for resale is a public utility function and 
should be under the regulation of the Federal Power Commission, In econsid- 
ering the certification of new lines and applications for increased rates based 
on new or renegotiated purchase contracts, the Commission should consider, in 
order to provide protection for the consumer, not only the assurance of supply 
but also whether the contract prices of the natural gas which the applicant has 
contracted to buy are competitively arrived at and represent the reasonable mar- 
ket field price, giving due consideration, in the interest of competition, to the 
reasonableness and appropriateness of ‘contract provisions as they relate to 
existing or future market field prices. : 

The several States or their political subdivisions should continue. to. provide 
the public utility regulation of distributing companies in accordance with usual 
utility practices. “ 

Thus the complete cycle of natural-gas production, transmission and utili- 
zation will be appropriately regulated ; the production ‘and conservation of nat- 
ural gas by the State conservation ¢ommission: the interstate transmission of 
natural gas by the Federal Power Commission; and the distribution’ by the 
local public utility commissions. 


2. Sales below cost by interstate pipelines companies 

The basic principle regarding the regulation of natural gas and the use of 
alternative energy sources should be as far as possible that of free choice by the 
consumer and free and fair competition among suppliers. This, it is confidently 
thought, will provide most effectively for the assurance and flexibility of energy 
supply, both for economic growth and strong security readiness. But sales either 
for resale or direct consumption below actual cost plus a fair proportion of fixed 
charges which drive out competing fuels constitute unfair competition and are 


inimical to a sound fuels economy. 

The committee recommends, therefore, that appropriate action be taken that 
will prohibit sales by interstate pipelines either for resale or for direct consump- 
tion, which drive out competing fuels because the charges are below actual cost 
plus a fair proportion of fixed charges. 
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8. Eminent domain for natural-gas storage 
The power of eminent domain for the acquisition of surface and minéral rights 
for the development of underground storage reservoirs should be granted subject 
Seana cae safeguards to protect the public safety, including the mining 
ustry. 


4. Crude oil imports and residual fuel oil imports 


An expanding domestic oil industry, plus a healthy oil industry in friendly 
countries which help te supply the United States market, constitute basically im- 
portant elements in the kind of industrial strength which contributes most. to a 
strong national defense. Other energy industries, especially coal, must also main- 
tain a level of operation which will make possible rapid expansion in output 
should that become necessary. In this complex picture both domestic production 
pose imports have important parts to play; neither should be sacrificed to the 
other. 

Since World War II importation of crude oil and residual fuel oil into the 
United States has increased substantially, with the result that today these oils 
supply a significant part of the United States market for fuels. 

The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore to 
the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national de- 
fense. There would be an inadequate incentive for exploration and the discovery 
of new sources of supply. 

In view of the foregoing, the committee concludes that in the interest of na- 
tional defense imports should be kept in the balance recommended above. It is 
highly desirable that this be done by voluntary, individual action of those who are 
importing or those who become importers of crude or,residual oil. The commit- 
tee believes that every effort should.be made and will be made to avoid the neces- 
sity of governmental intervention. 

The committee recommends, however, that if in the future the imports of crude 
oil and residual fuel oils exceed significantly the respectively proportions that 
such imported oils bore to domestic production of crude oil in 1954, appropriate 
action should be taken. 

The committee recommends further that the desirable proportionate relation- 
ships between imports and domestic production be reviewed from time to time 
in the light of industrial expansion and changing economic and national-defense 
requirements. 

In arriving at these conclusions and recommendations, the committee has 
taken into consideration the importance to the economies of friendly countries 
of their oil exports to the United States as well as the importance to the United 
States of the accessibility of foreign oil supplies both in peace and war. 


5. Petroleum refining capacity 

The Departments of Defense and the Interior should have studies made of their 
staffs and expert advisers as to the adequacy of present and prospective refinery 
capacity, both as to amount and dispersal, as well as other factors, to determine 
the need for any measures to maintain refinery capacity necessary for defense 
purposes, particularly the capacity operated by small, independent refineries. 


6. Taw incentives 


(a) Present tax provisions on coal, oil, and gas production have been an im- 
portant factor in encouraging development of energy sources at a pace about 
in keeping with, demand. Further analysis and study by the appropriate 
branches of the Government should from time to time be made to review the 
amount and,method of making snch allowances to maintain proper relation- 
ships with continuing changes in other features of the tax law. Any changes 
which may be proposed in the future must be analyzed in terms of their probable 
effect on development of domestic resources needed for economic progress and 
national defense as well as the fiscal and tax policies of the Government. 

(6) Retroactive tax legislation and special relief provisions should be avoided. 

(c). Accelerated amortization should be used only to insure the maintenance 
of a sound mobilization base for energy supplies. 


7. Research and development program for coal 
We recognize that coal is a great national asset and endorse a cooperative 
study to determine what research and development could by undertaken. The 
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coal industry and both Federal and State’: Governments should pariaipste in 
this study and its cost. 


8. Unemployment and. business distress in the coal industry , 


We recognize that serious: unemployment and business. distress exist; in, the 
coal industry and recommend that the Interdepartmental.Committee on the Soft 
Coal Industry be continued for the purpose of developing for Cabinet considera- 
tion specific action programs to alleviate these conditions. 


9. Coal freight rates 

In order to maintain coal’s vitality as an instrument of national efense by 
improving currently its ability to compete with other fuels, the ads, by 
voluntary action, and, in the absence thereof, the Interstate Commerce Commis- 
sion, by compulsory order, should adjust freight rates to the extent necessary 
to remove the excessive and disproportionate contribution that coal, rates are 
making to meet the cost of other unprofitable services of the railroad industry. 
Train-load rates should be established to reflect the lower costs/of such service. 


10. Coal exports 


(a) The Government should urge foreign governments to reduce, unreasonable 
discriminatory restrictions against imports of United States coal. 

(b) The Government, when making foreign loans, should use its best efforts 
to obtain provisions to prevent discrimination against United States coal. Dis- 
crimination would be judged to exist when United States coal imports are dis- 
allowed despite its availability at costs no higher than foreign coal. 

(c) The Government should expedite efforts to establish credits through the 
Export-Import Bank to foreign banking institutions in countries where: there is 
reasonable prospect of repayment so that American coal exporters can offer more 
competitive payment terms to foreign customers. 

(d) Where United States coal can be supplied competitively with other avail- 
able coal, the Government should use its best efforts to enlarge the participation 
of United States coal in the foreign-aid program. 

(e) The Government should compensate for higher shipping costs. when in- 
curred as a result of the requirement that 50 percent of all shipments be in 
United States ships at fair and reasonable United States market rates. 


11. Mobilization requirements for coke 


The committee believes that present and prospective rates of shutdown and 
dismantling of slot-type coke ovens will leave -inadequate coking capacity to 
support full mobilization production- of steel and other essential wartime 
industry. 

On the basis of national security, coke requirements can only be met if the 
Office of Defense Mobilization is directed to prepare plans to make the neces- 
sary arrangements and tests to expand coke production rapidly in the case of an 
emergency. 


12. Government fuel-purchasing policy 


In working out a more consistent and equitanie coal-purchase policy, the 
following steps should be taken : 

(a) The Secretary of Labor under the Walsh-Healey Act should pursue ‘his 
present policy of making determinations of wage standards applicable in the 
coal-producing areas and should establish these standards at the earliest prac- 
ticable date. 

(b) The Government agencies: should, to the extent practicable, purchase not 
less than 75 percent of their estimated annual coal requirements on a contract 
basis. 

(c) All Government agencies purchasing coal should, prior to and after the 
award of the contract, verify the quality of the coal offered and supplied to the 
agencies. 

(d@) All Government contracts for the purchase of coal should eontain appro- 
priate escalator clauses whieh protect the buyer and the.seller. 

(e) In instances where it is not possible for a Government agency to take all 
the coal for which it has contracted, the deficit should be apportioned equitably 
among all participating contract suppliers without penality to the Government. 


(7) Coal suppliers should be required to submit, along with their bids, proof 
of their ability to produce the requirements at the times specified. 
(g) All coal suppliers to the Government, regardless of size, should comply 


with the Federal Coal Mine Safety Act. 
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(h) All transactions with the:Gevernment relating to coal purchases and 
supply should be public information. 

(i) The domestic fuel purchasing, policies set forth above should be applied 
to purchases of coal by companiés acting as agénts for the Federal Government, 
as well-as to purchases made direet by Government agencies: 

Prior to the purchase of ‘any fuel'by a Federal Government agency having a 
large annual use of fuel, that agency should ‘tequest advice from the Office of 
Defense Mobilization as to‘how this purchase can contributejto the maintenance 
of a strong mobilization base within the domestic fuels industry, . The Office of 
Defense Mobilization should be directed by Executive order to develop a 
mechanism for accomplishing this objective. 


APPENDIx B 


Congressional Record, May 2; 1955, pages 4494 and 4495, Senator H. F. Byrd, 
Virginia:: 

Gongressional Record, May 2, 1955; pages 4500 and 4501, Senator Price Daniel of 
Texas and Senator Gene Millikin of Colorado. 

Congressional Record, May 4, 1955, page 4760, Senators Daniel and Millikin. 

Congressional Record, May 38, 1955, page 4641, Senator Frank Carlson, Kansas. 

Congressional Record, May 3, 1955, page 4641, Senator Clinton Anderson of New 
Mexico and Senator Carlson. / , 

Congressional Record, May 3, 1955, pages 4642 and 4643, Senators Daniel and 


Carlson. 


The Cxatkman. Mr: Eberharter. 

Mr. Enernarrer, Dr. Potter, lam particularly concerned about the 
unemployment situation. Do you have any, figures as to the, number 
of unemployed coal miners in the State of Pennsylvania ? 

Mr, Porrer. Congressman, there are appreximately 50,000 at the 
present. time. 

Mr. EsrruaArterr. The latest. figures I have with respect to total 
unemployment, in Pennsylvania are that there are presently 468,000 
unemployed there, which is about one-tenth of the entire unemploy- 
ment in the country. 

Is it your contention, Dr.. Potter, that the operation of the reciprocal 
trade agreements program with respect to coal has helped to cause 
this unemployment in Pennsylvania? 

Mr. Porrer. It certainly has, in many ways, sir. I pointed out that 
not only have there been direct effects on coal, but major indirect 
things have also happened at the same time. 

For example, the Pennsylvania Railroad’s main. shops at. Altoona 
are immediately, shut down when coal traffic decreases, and they have 
been shut down for quite some time. 

Mr. Epertiarrer. I just noticed in the last few days that another 
big railroad is going to lay off 500 more workmen. Do you think that 
is partially a result of the coal industry’s deterioration ? 

Mr. Porrrr, That is partially it, sir; but it is not due entirely 
to that, as I pointed out. There are a lot of things that contribute 
to.a layoff such as that. 

For example, consumption of steel in the United States is down, 
and that is also a part of it, too, sir. But part of it can be laid directly 
to coal’s plight. 

Mr. Eprernartrr. IT am most concerned about this. I am frankly 
not so much concerned with the profits of the coal company as I am 
with the unemployment situation. That is the reason I wanted to 
bring that matter out. 
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Mr. Porrer. Mr. 'Kberharter, the profits of the coal industry are 
almost mythical. The coal industry has hardly been averaging, 1 per- 
cent on its invested capital in the past 10 years, 

Mr. Errruarrer, So the investment in the coal industry is one of 
the poorest investments in the country and has’ been for the last 
10 years? 

Mr. Porter. That is right. But we still like it. 

Mr. Esernarter. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Simpson, 

Mr. Srmpson. With respect. to unemployment in central Pennsyl- 
vania’s coal area, Doctor, and the application of the reciprocal trade 
agreement policies to that unemployment, we have been complainin 
about the operation of the reciprocal trade agreements in this’ fiel 
for a goodly number of years, certainly since. 1947, at which time, 
according to the table on page 7, your table No. 3, we in that area 
were producing about 63 millidn tons of coal. That production has 
been reduced now to a bit less than 40 million tons, with consequent 
unemployment in these coal fields throughout that time; and most of 
the 50,000 given as being now unemployed in the ¢oal field have been 
unemployed for many vears in that area, as far as coal mining is 
concerned. 

Am I correct. about that ? 

Mr. Porter. That is correct, sir. 

Mr. Srwrson. Those are the areas that we have complained about 
each time this bill has come up for extension, when we have under- 
taken to provide relief provisions to save the coal mining industry 
in this part of Pennsylvania. 

Mr. Porter, Mr. Congressman, you will recall that it was you and 
other Congressmen from the State of Pennsylvania who went to the 
White House in 1954, and caused the establishment of the Committee 
on Energy Supplies'and Resources, which led up to the first) basic 
change in the Trade Agreements Act. 

Mr. Srwpson. But the change has not put the men back to work. 
Now we are interested in changes that will put the men back to work. 
Am I am very glad to note that. 

Mr. Porrer. That is correct, sir. 

Mr. Stmpson. On page 3, where you refer the two suggested amend- 
ments, they would not be brought into operation until there was a 
finding on the part of the President; would they? 

Mr. Porrrr, The second amendment definitely relates it to 1954 
levels. 

Mr. Sumpson. And that would require no finding ? 

Mr. Porrer. No; it would require no finding. It would auto- 
matically be brought in, and that is why we suggest it. 

Mr. Sumeson. If you adopt the second amendment, would you want 
the first amendment also? 

Mr. Porrer. If you say you shall do it, and there are no penalties, 
it is like not having a law against murder. So what do you do about 
it ? 

Mr. Simpson. Under the first sentence in the first paragraph on 
page 3, it says: 


Whenever the President has determined * * *,. Determined what? 











1070 RENEWAL ).0F' TRADE) AGREEMENTS ACT 


Mr: Porrer. That'the imports of ‘the pomriusciition shall not exceed 
specified levels. 

You see, sir, there are: other things!than inet residual and crude, 
which we point out:down below. ‘This would apply, to other things 
with which ‘he deals. 

Mr. Suoreson. Let me get this clear. With respect to imports of 
crude oil and petroleum products, it would be an pnadinte quota ? 

Mr. Porrsr. Yes, sir. 

Mr. Suupson. And the sanctions! would:apply. 

Mr. Porrer. Yes, sir. 

Mr. Simpson: Now, with respect to these other items you referred 
to gentrally, the President would have to make a finding there under 
section 7.:' 

Mr: Porrer. That i is correct, sir. 

Mr. Surpson. In that event, ‘he would i impose quotas? 

Mr; Porrer: Yes, sir. 

Mr. Suupson. Would he be required to impose them? 

Mr. Porrer: ‘In my opinion, he would. 

Mr. Smwpson: If the President made the finding,’ it would be ex- 
pected that he would impose the quota. 

Mr. Porrer. Yes; sir. 

Mr. Suueson. That is all, Mr. Chairman. 

The Cuamman. Mr. Keogh will inquire, Dr: Potter. 

Mr. Kroex. Doctor, I should first like'to join with'iny distinguished 
colleague from Pennsylvania i in welcoming you to the committee and 
toteld you that I-recall the fine and effiicient job you did. as) Solid 
Fuels Administrator. 

Doctor, do I state a fact correctly when I say to you thatthe only 
area ‘in whieh’ coal and imported residual fuel oil meet competitively 
is in the metropolitan centers along the North Atlantic seaboard? 

Mr. Porrer: Imported residual oi] competition extends from north 
of Florida to New England, including New England. It very rarely 
extends more than 40 or 50 miles inland, except) in such ‘periods: as 
1954; whemoil was mora up to a1ear Harrisburg, ‘Pa.,,some 200 nhiles 
inland. 

Mr. Krocu. But even that i is within what iwe in New York call the 
seaboard. 

Mr. Porrer.: You are right, sir. 

Mr. Keocu. Do I also state a fact when I say that im that area, coal 
and imported residual fuel oil meet competitively mainly im the public 
utility and-electric power markets and in large commercial users? 

Mr. Porrer. Practically no residual oil is used for domestic ‘pur- 
poses. It is an industrial fuel, sir. There are’ rare cases where it is 
used in an apartment house or something like that; but onthe whole, 
you are absolutely right, sir. 

Mr. Kxoam. ‘There are some people who contend that residual fuel 
oil has been losing its position in the utility and power: markets. 
Have-you any thoughts with respect to that ? 

Mr. Porrer. Yes, sir. 

Whenever the price of oil is $4 a ton higher than coal, the public 
utilities simply turn off the oil valve and turn on the coal valve. It is 
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that» simple... When coal is lower than the price of oil, it goes the 
other way. ror Ie 

Mr. Kxrocx. Doctor, I was rather curious about your omitting in 
your formal statement any reference to the‘export market in coal and 
not attributing to that market any effect on the domestic industry. I 
wonder if you would begood enough to give us your views on that. 

Mr. Porrer. The export market that has come into existence in the 
last few years in the United States is one primarily of metallurgical 
coal; that:is, coal whichis used in the manufacture of steel.» That isin 
very short supply in continental Europe, where they do haveother 
coal supplies. 

We cannot and are not: allowed to ship to any European ‘country 
except on a strict import license or quota basis: Thus, we are not 
allowed to ship steam coals into England. ‘If England had to have— 
and the European countries have had to have—metallurgical coals to 
make steel, they will allow such importation in’ that area. If; for 
example, Sweden had to have coal and itiwas cheaper from the United 
States, yes, they would allow it to come ' im, but only with definite 
Government approval on the specific amounty In other'words, thereis 
no place in Europe where coal has a free market.» real 

Mr. Krocu. Are not those governmental limitations:impésed for 
many reasons other than for the domestic producers) of coal‘in those 
countries ? : : ‘ 

Mr. Porrer. In Italy there is/no coal production, and so in:that'¢ase 
it could not be that. Df you describéd;Germany, I would say that’ that 
might be true. pert {fi mM 

Mr. Kroon, I was also interested in your omission in:your formal 
statement of any effect of the competition of domestic natural.gas on 
the domestic coal industry, and I wonder if you had any thoughts 
about that. 

Mr. Porter. Yes, sir.. If you, will recall, I specifically pointed, out 
that I could not, attribute all the ilis;of, the coal industry, sir, to im- 
ported residual oil. : 

You will note on, page 7, table 3, that; the consumption;of energy, 
let us say, in 1947, was such that, oil plus:coal jwas roughly 85 milhon 
tons; and) in 1957, for example, or let us say 1956, because,1957 was not 
complete, it was 78 million tons equivalent, or, just about, the-same. 

The increase in energy use along the eastern seaboard came in 
from:two sources: (a) Natural gas.from the United States, and () 
hydroelectricity. So, as to the total use, of energy that 1 show you 
here, any increase in it was supplemented by natural gas. 

Mr. Keoen. That is my point. 9 

The table to which you were kind, enough to’ refer me, on [page 7, 
I read to be ‘statistical information on the central Pennsylvania ‘coal 
production, and your term “liquid coal” means heavy fuel, oilfrom 
Venezuela for use on the east coast of the United States. 

My question, I think, was, have you given any effect to the domestic 
prosuetion of natural’ gas with respect, to the.domestic production of 
coal ? 

Mr. Porrer. Mr. Keogh, let me put it this way. 
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1f I had inserted another column—and all.the information is not 
available—showing the total movement of natural gas to the eastern 
seaboard, it would then show the natural gas had a very substantial 
gain in. consumption on the eastern seaboard. 

But my point was, the sum of these two, that is, coal plus oil, re- 
mained constant over that period. I used that as a tool to show there 
was a displacement, at the same time I admitted that there were in- 
creased energy uses in that particular area, and they would obviously 
be assigned to the only other two possible sources, which are gas and 
hydro, 

So really the only thing we basically treat here is the residual and 
its pricing policy, because natural gas is regulated and its sales are 
regulated to the eastern utilities. 

Mr. Kroeu. But you concede in your statement that the consumer 
who can pit one type of energy against the other is the consumer who 
has convertible facilities. 

Mr. Porrer. Thats correct. 

Mr. Krocu. Do you contend:that those consumers represent a large 
percentage of the total consumers ¢ 

Mr. Porter. On the eastern seaboard ? 

Mr. Kroon. Yes. 

Mr. Porrrer. Oh, by far the major portion in quantity; but not in 
numbers of users. In quantity of fuel consumed; yes. 

Mr. Krocu. Thank you very much, Mr. Chairman. 

The Cuareman. Are there any further questions? 

Mr. Curtis will inquire. 

Mr. Curtis. On your map, Dr. Potter, and in your testimony you 
have referred to a subsidy inCanada. Just what is it? How does that 
subsidy work ?, 

I notice there are two orange lines, and it is headed, “Maximum sub- 
sidy 1956 $4 per ton.” How does that operate ? 

Mr. Porrer. The Canadian Government has get wp an organization 
called the Dominion Coal Board, which is empowered by the Canadian 
Government to subsidize the movement of Nova Scotia and New 
Brunswick coals as well as British Columbia and Alberta coals. There 
are also some other subsidies. They are allowed to pay up to a maxi- 
mum of $4 per ton subsidy. 

For example, if a producer in Nova Scotia is not running full, he 
may apply to the Dominion Coal Board for subsidy help up to the 
extent of a maximum of $4 per ton in order to take a piece of business 
in Ontario. 

Mr. Curtis. In other words, in order to get it into the central part, 
where I guess most of the usage is? 

Mr. Porrer. Where the freight-rate structure is too high to permit 
its movement. 

By the same token; from Alberta and British Columbia into On- 
tario is like moving coals out of Wyoming into Cincinnati, Ohio. 
That freight-rate charge, as you can well understand, sir, would be 
prohibitive to allowing such a movement. But in order to maintain 
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a full economy in’ Nova Scotia, they apply a ‘subsidy to permit full 
worktime, to make up for that excess freight charge. 

Mr. Curris. As I understand it, then, that subsidy would operate 
against your importing coal. 

Mr. Porrer. Only against. United States coals.’ “That is all: 

Mr. Curtis. Of course, that'is the only competitor, is it not? 

Mr. Porrer. No, sir.. There are’ some ‘coals nioved into Canada 
from Great) Britain, in spite of Britain being in short supply. ' 

Mr. Curtis. Then, this subsidy does not apply.’ Do they get the 
benefit of the subsidy, too? 

Mr. Porrer. Tliey do not get the benefit of the subsidy. ' But those 
coals can’ move only into Montreal and cannot move west: The 
Canadians just do not move them, on the theory’ that they like to 
trade within the Empire. They have Empire preference. 

Mr. Curtis. If we had a subsidy, under GATT, we might have a 
countervailing duty on that. 

Mr. Porrer. GATT will not take into accourit any of these things; 
and that is the major problem. 

Mr. Corrs. That was the question I was going to’ come to. 

You mentioned the fact that you could ship to Europe only tinder 
license or quota of these countries. What have our negotiators to 
GATT done about this, if anything? Have they called it to the atten- 
tion of these countries? ; 

Mr. Porter. Sir, it’ was'their inability to get any place that caused 
us first to start this whole program. We still'cannot ship any place 
without the specific approval of those governments. So IT would 
have to say we have made no progress. i 

Mr. Curtis. I am really getting into the procedure in Canada. | I 
am just curious to know whether or not, nuniber one, our negotiators 
to GATT have ever called this to the attention of thése other’ coun- 
tries; whether it has ever béen ‘the subject) of negotiation.’ That is 
one aspect of the question. 

The second one would be: Has your industry ever had an oppor- 
tunity of presenting this matter to our negotiators’ to‘GATT o6n ‘the 
assumption that they would do something about it ¢ 

Mr. Porrer. Answering your last question first, sir, I have per 
sonally made representations to the State Department for the past 
10 years on this subject, and have not gotten any place. ! 

Mr. Curtis. Do you know what happened to that material that 
you presented to them ¢ bal 

r, Porrer. We do ‘not’ even know whom ‘to talk to’ in GATT. 
Those are Government employees that are\sent abroad, and we never 
know who they are going to be or what they are going to do, and ‘we 
are not called in to discuss the energy? picture at’ all. They just 
operate within the State. Department. 

Mr. Curtis. That is the point I want to bring out, if that is so. 

Then, the second question is: As far as‘you' know, our negotiators 
to GATT have never made this a cause of complaint in the various 
discussions'that go on in the GATT negotiations? ” ) Oi 

Mr. Porrer. I could not possibly answer that question; becatise- 1 
have not seen the records of the GATT negotiations. 
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\| Mx. Curtis. They, never notified you that they have presented 
your problems or that, they regard this as a complaint to the British 
or. the French or the Germans? They have never told you? 

Mr. Porter. I can say I know with respect. to Canada that it has 
not been. . Thatis right. 

Mr. Curtis. It would be very interesting, if GATT is to accom- 
plish its purpose to bring about reciprocity and eliminate barriers 
to trade, particularly on quotas and licenses, to get our State Depart- 
ment’s answer to that. 

Mr. Porrrr. We have been trying to point this out to the State 
Department for a long time; but’ merely to talk about reciprocal 
trade is not the answer to this problem, when other countries do as 
they please internally and nullify the complete effect of the reciprocal 
trade program. 

Mr, Curtis. Thank you, Mr, Chairman. 

The Cuarrman. Dr. Potter, on that point raised by Mr. Curtis, 
my recollection is that,a complaint of some sort was raised by our 
country with respect to the fimitations placed upon the export of 
coal into Benelux countries, and also into Germany, sometime in 1955 
or 1956, Ido not remember the exact date, But it is true, is it 
not, that a sa result of that action on the part of our Governmen 
the restrictions with respect to the import of coal from the Unite 
States into Benelux countries and Germany was eased or removed? 

Mr. Porrer. Sir; I would argue the contrary with you, only be- 
cause they ran out of fuel. 

The Cuamman. That.is the reason they did it? 

Mr. Porrer. That is the reason, They had to, have it, and they 
opened it up. 

The Cuamman. They did not do it, then, because of any negotia- 
tion on our part ? 

Mr: Porrer.. Not to the best of my knowledge and belief. 

I understand the British Government has alvsady notified us that 
beginning this year there will be no imports into England. 

The Cuamman, I am talking about the Benelux countries now. 
ae meee present restrictions with respect to those countries in 
effect 

Mr. Porrer. As of this. minute, not to my) knowledge. . You may 
obtain an import license and ship into there. 

The CHamman; Has,.the situation not been eased with respect to 
shipments to Germany ? 

Mr, Porter. Germany effectively blocked it through monetary ¢on- 
eet. . There was-no flat prohibition, except that you could not pay 

or it, 

The Cramman. Where does this.coal-that you referred to a mo- 
ss ago, in response to Mr. Keogh’s question, the coal that we export, 

of i] 
. Mr: ,Porzer, To, Europe, primarily into France, Germany, and 
Italy. Those are the majorconsumers, . 

The Cuarman.’ How, much do we ship into Belgium, Holland, and 

Luxembourg? 
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Mr. Porrer. The Benelux countries, sir;' I would: guess: it: would 
be under 4 million tons per year for consumption in that area. 

The Cuamman. To which country do we ship the largest amount? 

Mr. Porrer. Last year I believe it would probably be Germany. 
T can obtain those figures’ and’ furnish them for the «record, siry: 

The Cuarman. If you would ‘at this point, I think it would be 
helpéul to us to have a breakdown. It is about 50 million tons; is 
it not 

Mr. Porrer. Last year, total exports from the United States, ex- 
cluding Canada, were on that order; yes. 

(The figures referred to are on p. 1077.) 

The Cuarrman. Mr. Keogh. 

Mr. Kroexu. Doctor, do you know what percentage of the new homes 
constructed in the United States in the last 10 years have installed 
coal-burning facilities ? 

\Mr. Porrer. No, sir, I do not... It is extremely small. I will also 
find that one for you, sir. 

Mr. Kroan. It is negligible, would you say ? 

Mr. Porrmr. Negligible, right. The primary installation is gas. 

The Caiman, Mr. Simpson will inguire again. 

Mr. Smrprson.' I wanted to inquire regarding the 50 million tons we 
export into Europe, approximately. Is that what you described as a 
specialized coal ? 

Mr. Porrer. Yes, sir. As a matter of fact, nearly all of it. comes 
from southern West Virginia and east Kentucky. It is the highest 
grade coal produced in the world. 

Mr. Simpson. It does nothing in itself to aid the unemployment 
situation in central Pennsylvania, directly, does it? 

Mr. Porrer. No; sir. But if those producing areas were not ship- 
ping that coal, they would probably be moving it up into our area, and 
we would have more unemployment. So, indirectly, we would be 
affected. 

Mr. Sturson. I would like to have you insert in the record, if you 
will, a figure on our exports of coal. 

Mr. Porrer. From Pennsylvania ? 

Mr. Sruupson. Starting with 1945, perhaps, of exports to Europe 
in particular. 

Mr. Porrer. We will do that, sir. 

The CHatrmMan. Without objection, that material will appear in 
the record at this point. 

(The figures referred to, together with a summary letter, are as 
follows:) 


NATIONAL CoAL ASSOCIATION, 
Washington, D. C., March 6, 1958. 
Hon. Wirsur D. M18, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DeaR Mr. CHAIRMAN: Responding to requests of the members of the House 
Ways and Means Committee made to Dr. C. J. Potter of Indiana, Pa., who 
appeared before your committee on March 4 as spokesman for the National Coal 
Association, we submit the following: 

1. A tabulation showing exports of bituminous cou! from the United States 
by countries for the years 1951 to 1957, inclusive. In this connection, we would 
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call particular attention to the footnote 1 which appears at the bottom of this 
tabulation. The so-called metallurgical or special purpose coals that go to the 
export market are produced in a limited area in the States of West Virginia and 
Virginia. They are not available generally in the United States. These coals are 
the highest quality coals in existence and they differ radically from the general 
purpose or stream coals that are distributed more or less generally in the United 
States markets and to the European users of this type of fuel. There is no rela- 
tionship between these special purpose coals that go into the export market and 
those coals that meet the competition of imported residual fuel oil on the east 
coast. Generally, because of freight-rate differentials, the coals that move into 
the east coast markets in competition with residual fuel oil Gcome:from | Pennsyl- 
vania, northern West Virginia (not. the metallurgical producing area), east 
Kentucky, and Virginia other than the low-volatile area. For this reason, when 
we discuss the displacement of coal by imported residual fuel oil, there is no 
basis for offsetting any part of the displaced volume because of tonnage moving 
into export markets. As indicated previously, generally these coals are of an 
entirely different type and quality and come from entirely separate geographical 
producing areas. 

2. In response to another inquiry by a member of the committee (we believe 
Congressman Simpson), we also attach an analysis of the 1957 export shipments 
to Europe showing the various countries of destination together with the’ per- 
centage which each individual country bore to the total European shipments. 

3. In response to another inquiry from a committee member as to the number 
of recently constructed homes equipped to burn coal, we regret that the specific 
information requested is not available. However, we submit herewith an anal- 
ysis of the Bureau of the Census housing study for the year 1950, which is the 
most recently available information. This report showed the total of all dwel- 
lings in the United States and a breakdown as to those which used coal in cen- 
tral or noncentral heating plants. This is the best information that is available 
and we regret that we cannot comply completely with the committee member’s 
request for this informtion, 

Respectfully submitted on behalf of National Coal Association for its witness, 
Dr. C. J. Potter, l am 

Sincerely yours, 


Tom PICKE?T, 
ieeceutive Vice President. 
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NCA SUPPLEMENT EXHIsIT No. 2 


Bituminous coal exports to Europe 1957, showing percentage of total European 
imports which went to each destination 












1957 Percent to 
total Europe 
Europe: 
en pda capeesdeancensieianenthep op  lednaneabupheousihariedes 1 952, 330 1.92 
4. 33 
0.71 
0. 44 
14. 29 
546, 486 31. 32 
Gibraltar. 22, 305 0. 05 
212, 043 0. 48 
167, 819 0.34 
8, 447 0. 02 
8, 750, 820 17. 63 
28, 062, 538 16. 24 
359, 439 0. 72 
85, 388 ' €@2 
303, 744 0.61 
757, 629 1. 53 
1, 282, 666 2. 58 
1 402, 483 0.81 
648, 835 1.31 
1 1, 748, 879 3. 52 
10, 1.03 
49, 632, 778 100. 00 








1 Excludes transshipments through the port of Rotterdam. (See footnote 2.) 

2 Approximately 45 percent of the tonnage exported from the United States in the period January to 
October 1957 was transshipped to other European destinations—Austria, France, West Germany, 
Switzerland and the United Kingdom. 


NCA SvupPleMENTAL EXHIBIT NO. 3 
Untrep States Homes EqQuiIPreD To BuRN COAL 


The only available data showing the number of homes in the United States 
that are equipped to burn coal is contained in the Bureau of the Census housing 
study for 1950. There is no more recent information available. Therefore, 
we give herewith information contained in that survey for the information of the 
House Ways and Means Committee as requested of Dr. C. J. Potter, witness 
on behalf of National Coal Association, who appeared before the committee 
on March 4, 1958: 


Occupied dwelling units reporting heating equipment___._._____-__-_ 42, 056, 150 
ig dn alacelbcnactininesinsiiincnleneiesenemennninnibiaiens 21, 191, 270 
a A i abelian 9, 636, 730 
URN NINE (RROD WOU INN en saieccic cima iain canintashcalintipsshaciininabunbedbmiienviticeocieniie 45.5 
I tii saniaiabipibennbenepeindhiinciaten 20, 294, 625 
aaa ener acinar calcncl dlahehriis stm iescencsnbapintonlbescsianaiinioneieintee 4, 846, 690 
Snir III IE OI i ects scene 23. 9 
a creiniediesariisininssennericgtanecdtiseattiiehinetenscaenileepeinniisidin mimi ees 570, 255 
I al reeoianiaremtncanianebenee 14, 483, 420 
ES ee ae ee 34. 4 


Source: U. S. Bureau of the Census, Department of Commerce. 


The Cuarrman. Are there any further questions? 
If not, Dr. Potter, we thank you, sir, for coming to the committee 


and giving us the benefit of the views of the National Coal Associa- 
tion. 


Mr. Porrer. Thank you,sir. You have been very kind. 
(The following material was submitted to the committee :) 
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FarRMONT MACHINERY Co., 
Fairmont, W. Va., March 21, 1958. 
Hon. WiieuRr D. MILL, 
House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN Mitts: The Ways and Means Committee is considering 
H. R. 10368 and H. R. 10369, Trade Agreements Extension Act of 1958. We 
concur in the viewpoint of the coal industry on this subject as presented on March 
4, 1958, to the Ways and Means Committee by Mr. C. J. Potter, president, Roches- 
ter & Pittsburgh Coal Co., in Indiana, Pa. We recommend adoption of the princi- 
ples of the amendments to the Trade Agreements Act as presented by Mr. Potter, 
as follows: 

“(1) Whenever the President has determined, under section 7 or other author- 
ity, that imports of a commodity shall not exceed specified levels, any importing 
company whose imports exceed such levels shall be subject to a duty on the excess 
imports equivalent to 30 percent of the value of the cargo at point of entry and 
shall be subject to specific penalties, including damages and confiscation of 
cargo. 

“(2) Imports of crude oil and petroleum products, respectively, in excess of 
the 1954 relationship of such imports to domestic petroleum demand shall be 
deemed to endanger national security, and permissible imports of crude oil and 
petroleum products shall be limited to such relationship as indicated above.” 

It was further suggested that the Trade Agreements Act not be extended beyond 
1 year in order that the Congress, through the Ways and Means Committee, might 
keep informed on compliance with section 7 of the act as it applies to energy 
supplies and resources. 

In your consideration of this important question of foreign policy, we urge 
a conclusion that will embrace the principles of the proposals advanced on behalf 
of the coal industry to amend section 7 of the Trade Agreements Act. The sub- 
ject of oil imports is of extreme importance to the development and maintenance 
of the coal industry as a whole, to those industries such as ours that depend upon 
coal for our livelihood, and to the Nation’s defense potential in its vital depend- 
ence on coal. 

We solicit your support in having these suggested amendments included in the 
bill reported by the Ways and Means Committee. 

Respectfully, 
A. W. Rion, President. 


KENTUCKY Coat AGENCY, INC., 
Louisville, Ky., March 20, 1958. 
Hon. WILBuR D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN Mitts: The Kentucky Coal Agency is an organization of 
coal producers in western Kentucky, which coalfield produces from 25 million 
to 30 million tons of coal per year. Our production in 1957 was considerably 
under 1956 and the present outlook is not too bright. 

This letter is written in support of legislation that will restrict, to a certain 
extent, the unfair dumping of imported foreign oil into the coal markets of this 
country, which subject is now before your committee. 

I shall not burden you with a lengthy report of the untold damage being 
done to the coal industry by the uncontrolled dumping of this imported oil, 
because I am sure you are already familiar with the details. However, I do 
want to emphasize that this oil displaces coal mined in our own country and 
causes unemployment of coal miners. It also has a very depressing effect on 
coal prices. If allowed to continue unabated, it will result in the closing of 
mines. 

I am sure you agree that the coal industry is vital to the defense of our coun- 
try, as well as to the general economy of the country. Since the President’s 
request for a voluntary reduction has been ignored, and the importation con- 
tinues unabated, it is imperative that legislation be enacted to afford some 
protection to the essential coal industry and its employees. 
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We sincerely hope your committee will come up with legislation that will give 
the vital coal industry some measure of relief from the unfair importation of 
foreign oil. 

Yours very truly, 
W. L. Peptao, Director of Traffic. 


Houston Tex., February 27, 1958. 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
Washington, D. C.: 

It is apparent from the daily press releases and from such information as 
we can Obtain that there is a strong probabiiity of mandatory restrictions of 
crude oil imports either by presidential action or by action of Congress which 
latter action might be in the form of punitive duty levies. 

The present voluntary oil import program and apparently the thinking in 
regard to mandatory crude restrictions is that crude alone and not product im- 
ports should be affected. To prohibit and/or restrict importations of crude oil 
permitting unrestricted importation of heating oil and fuel oil would merely 
mean the substitution of the importation of fuel oil for the crude oil so re- 
stricted and would mean an increase in the manufacturing activities and em- 
ployment in the Caribbean and Mideast refineries with a reduction in such 
manufacturing operations in the United States. We feel that there should be 
restriction of importation of crude and products but we urge that there be no 
restriction of crude oil without parallel and simultaneous restrictions in the 
importation of finished products. 

The restriction of imports of any raw material while permitting the free 
entry of manufactured goods is contrary to the principle of maintaining the 
American standard of living and of maintaining the prosperity of American 
manufacturing industries. 

It takes only one turn of a valve in the foreign refineries to convert the crude 
oil now heing imported into finished products for importation into the United 
States. Such a change from crude oil imports to finished product imports 
would not help the American crude producer but would seriously injure the 
American refiner. 

To restrict the importation of crude oil and permit increased importations 
of finished products would not produce a market for one additional barrel of 
American produced crude, thereby failing to heln the distressed American pro- 
ducer and simultaneously wrecking American refiners. 

We urge that in your study of the advisability of restriction of crude oil im- 
ports, due consideration be given to the problem presented by regulating crude 
oil imports and not regulating petroleum product imports. Even today im- 
porters of foreign heavy fuel oil are in the market for substantial amounts of 
ocean tonnage for the transportation of additional quantities of fuel oil from 
Mideast and Caribbean areas to the United States. 

EASTERN STATES PETROLEUM & CHEMICAL Corp., 
R. B. Kanter, President. 


LINDSEY CoAt. Mrntne Co., 
Punrsutawney, Pa., March 18, 1958. 
Hon. Wrrsor D. Mitts, 
House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN Mitts: The following coal-mining firms have requested me, 
in my official capacity as a director and officer, to write to you: Lindsey Coal 
Mining Co., Mahoning Corp., Coal Mining Co. of Graceton, Inc., White Crest 
Coal Co., Light Coal Mining Co., and Wabash Ridge Corn. These companies are 
Marviand and Pennsylvania firms, producing coal in Pennsylvania, Maryland, 
and West Virginian. 

Congressman Mills, as you doubtlessly realize, the position of the entire coal- 
producing industry is being dealt a vicious below-the-helt blow by the continued 
importation and dumping of huge quantities of residual oil with appalling conse- 
quences to the coal industry. 

This foreign competition has resulted in a chain-like cutting of prices for coal, 
creating havoc, and unemployment in the coal-producing areas, and a heavy blow 
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to our economy. The whole coal industry is threatened, and the national security 
is, therefore, seriously and dangerously imperiled. Many, many mines are clos- 
ing and going out of business due to this decidedly unfair foreign competition, 
depriving many thousands of our citizens of a livelihood and benefiting employ- 
ment and prosperity abroad. 

A very clear picture of the industry’s story and excellent recommendations for 
corrections have been most ably presented to the House Ways and Means Com- 
mittee by Dr. C. J. Potter, president of Rochester & Pittsburgh Coal Co., on 
behalf of the National Coal Association. 

Although I am personally a stockholder in at least two of the largest importers 
of this residual oil, i. e., Standard Oil Company of New Jersey, and the Texas 
Co., I respectfully ask that you help with the proper corrective measures. For 
other reasons, those of being an American citizen and a veteran of World War I, 
I wish to also personally ask you, Congressman Mills, to help our presently 
disturbed economy in eliminating or controlling this endangering of our national 
security. 

I am writing a similar letter to the other 23 members of the House Ways and 
Means Committee. 

Looking forward with keen and eager anticipation to your constructive coop- 
eration, Congressman Mills, on this residual oil menace, and thanking you in 
advantage both personally, and on behalf of the firms above represented, I am 

Very sincerely yours, 
Sam Licnur. 


ANDERSON-PRICHARD Ort Corp., 
Oklahoma City, Okla., March 7, 1958. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


My Dear CONGRESSMAN: I have read with interest the various statements 
made before your committee on the question of oil imports. 

Excessive imports have practically ruined the domestic industry and some 
action must be taken to avoid its full destruction. We now, have two classes 
of refiners in this country, the one group operating on high-cost domestic oil 
and the other operating on low-cost imported oil. In the event there is a limi- 
tation upon the amount of oil and products that can be imported into this coun- 
try, all refiners should be placed on an equal basis for it would not be well that 
the favored few be permitted to continue to run recklessly toward the de- 
struction of their smaller competitors. 

I therefore submit to you that the limitation on the imports must be imple- 
mented and Congress should provide that the right to import would be allocated 
to all companies based upon their refinery throughput for the preceding year. 
On that basis, each company would have the same proportionate amount of im- 
ports that their refinery runs bore to the total runs and none would receive 
an unfair competitive advantage. 

It is true that certain inland refiners could not use the imported oil quite 
as well as the seaboard refiners but, nevertheless, most of the inland refineries 
are either owned by the major importing companies or they are owned by the 
independent segment of the industry, which is probably ingenious enough to 
work out some trade or processing deal that will let them share the benefits of 
low-cost imported crude oil. 

In my judgment, the maintenance of the independent segment of the industry, 
which represents 145 separate companies operating 166 separate, independent 
refineries scattered over the country, is just as important to national de- 
fense as is the necessity of a satisfactory reserve crude-oil productive ca- 
pacity. These plants are located where the products can be procured with the 
least possible transportation, and they do not suffer the same danger from 
air attack as do the large 100,000- to 300,000-barrel plants located along the 
gulf and the east coast. 

Very truly yours, 
Ro.tanp V. RopMAN, President. 
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PANHANDLE Propucers & RoyaLTy OWNERS ASSOCIATION, ING., 
Amarillo, Tew., March 10, 1958. 
Hon. JERE Cooper, 
Member of Congress, 
New House Office Building, Washington, D.C. 


Dear CONGRESSMAN Cooper: The Panhandle Producers & Royalty Owners 
Association, in executive session on Thursday, March 6, unanimously passed 
the enclosed resolution which we convey to you. 

Your expert consideration and evaluation of this issue, which is of para- 
mount importance to our national and general welfare will be appreciated be- 
yond measure. 

Cordially yours, 
JoHN G. O'BRIEN. 


Resolved, That the Panhandle Producers & Royalty Owners Association in 
executive session, Thursday, March 6, implores your earnest assistance in limi- 
tation of importation of crude petroleum and products. We do also wish to go 
on official record as strongly supporting the position of the Independent Pe- 
troleum Association of America. 


PITTSBURGH CONSOLIDATION COAL Co., INC., 
Pittsburgh, Pa., March 18, 1958. 
Hon. Wiievur D. MILs, 
House Office Building, 
Washington, D. CO. 


Dear ConGREssMAN Mitis: Attached are the proposals of the coal industry to 
amend the Trade Agreements Act which were presented to the Ways and 
Means Committee on March 4, 1958. 

The excess of imports of residual fuel and crude oils not only places in 
jeopardy the American coal industry and its personnel but also affects the wel- 
fare of the coal-carrying railroads and in addition places reliance upon foreign 
sources for the fuel requirements of the Nation. In your deliberations and con- 
sideration of this important question of foreign policy, we urge a conclusion that 
will embrace the principles of the proposals advanced on behalf of the coal 
industry to amend section 7 of the Trade Agreements Act. The subject of oil 
imports is of extreme importance to the maintenance of coal production and 
mining personnel as well as the development of the industry into a capacity 
sufficient to meet the Nation’s fuel and energy requirements. 

We fully endorse the recommendations for enactment of quota and penalty 
provisions related to the 1954 imports and domestic demand and for an ex- 
tention of the act not to exceed 1 year. We solicit your support in having these 
suggested amendments included in the bill reported by the Ways and Means 
Committee. 

Sincerely, 
WALTER F, SCHULTEN. 


CoaL INDUSTRY PROPOSALS FOR AMENDMENT OF THE TRADE AGREEMENTS ACT 


(1) Whenever the President has determined, under section 7 or other au- 
thority that imports of a commodity shall not exceed specified levels, any im- 
porting company whose imports exceed such levels shall be subject to a duty 
on the excess imports equivalent to 30 percent of the value of the cargo at point 
of entry and shall be subject to specific penalties, including damages and con- 
fiscation of cargo. 

(2) Imports of crude oil and petroleum products, respectively, in excess of 
the 1954 relationship of such imports to domestic petroleum demand, shall be 
deemed to endanger national security and permissible imports of crude oil and 
petroleum products shall be limited to such relationship as indicated above. 

(3) Extension of the act not beyond 1 year in order that the Congress, 
through the Ways and Means Committee, may keep informed on compliance 
with section 7 of the act as it applies to energy supplies and resources. 


oe 
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HOUSE OF REPRESENTATIVES, 
Washington, D. C., March 12, 1958. 
Hon. Wivsvur D. MIs, 
Chairman, Ways and Means Committee, 
House of Representatives. 


DeaR Mr. CHAIRMAN: Since 1954 the rate of increase of oil imports into the 
United States has been accelerating to an alarming extent so that now our 
domestic oil producers face a genuine and serious crisis in their efforts to main- 
tain a reasonable and economically sound production schedule. 

In 1954 the State of Texas allowed producers an average of 16 producing days 
per month. Now Texas producers are reduced to the ridiculous limit of 9 days 
per month because of the decreased demand for domestic oil. This cut in do- 
mestic allowable has taken place at the same time oil imports have increased 
from about 1 million barrels per day to an estimated 1.6 million barrels per day. 

The tremendous impact of this reduction in production to independent oil 
producers with no import program of their own is obvious, and these severe 
restrictions are also deeply felt by pipeline companies, refineries, and allied 
industries which supply tools for oil exploration and shipyards which furnish 
offshore drilling barges and special equipment in the gulf coast area. These 
companies, making up the total oil industrial picture, employ thousands of men 
and women who are now beginning to be added to the millions of unemployed 
in substantial numbers. 

Your committee wisely recommended to the House of Representatives that the 
President be given discretionary authority to impose import controls should 
foreign oil imports injure the domestic industry. The President’s Fuels Policy 
Committee recommended that imports should not exceed 16.6 percent of domestic 
production in the interest of national security. However, the ratio of imports 
has increased to more than 21 percent of domestic production and the President 
has utterly and completely failed to provide any effective measures whereby 
this steady increase could even be slowed down. Imports increased about 10 
percent during the 6 months the present voluntary quota program has been in 
operation. 

‘The President’s failure to exercise his responsibility under the specific intent 
of this legislation is shocking, and it apparently leaves Congress with no alter- 
native except to enact further legislation providing for realistic controls on oil 
imports. 

Sor independent domestic oil producers are as interested as any other group 
of citizens in keeping trade between nations of the free world as an active and 
effective weapon against further expansion of the Communist bloc. However, 
oil imports have now reached proportions which threaten to seriously disrupt 
our domestic production and our conservation programs. In this stiuation, no 
nation will ultimately gain or achieve a sound economic advantage. 

I know your committee will give full and serious consideration to the critical 
problems that excessive oil imports have introduced in our domestic oil industry, 
and I appreciate this opportunity to outline briefly these problems to you. 

With every good wish, Iam 

Sincerely, 
Jack Brooks, 
Member of Congress, Texas, Second District. 


The Cuarrman. Mr. O’Brien and Mr. Turner. 
Will you gentlemen identify yourselves for the record by giving 
your names, addresses, and the capacities in which you appear. 


STATEMENTS OF JEROME J. O'BRIEN, PRESIDENT, AND W. EARL 
TURNER, EXECUTIVE VICE PRESIDENT, TEXAS INDEPENDENT 
PRODUCERS & ROYALTY OWNERS ASSOCIATION 


Mr. O’Brien. Mr. Chairman and gentlemen of the committee: I am 
Jerome J. O’Brien, of San Antonio, Tex. I am the president of and 
appearing in behalf of the Texas Independent Producers & Royalty 
Owners Association. I have with me Mr. Earl Turner from Austin, 
Tex., executive vice president of this association. 
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The Cuamman. You may have a seat if you desire. 

We have allotted 17 minutes to you, Mr. O’Brien. Is it your pur- 
pose to use that yourself, or do you want to divide the time with Mr. 
Turner ? 

Mr. O’Brien. I will attempt to take the allotted time. 

The Cuatrman. You are recognized for 17 minutes, sir. 

The Texas Indepndent Producers & Royalty Owners Association 
has a current membership of slightly over 6,000. As the name implies, 
we represent only nonintegrated, independent oil and gas producers 
and owners of oil and gas royalty in the State of Texas. Those en- 
gaged in the transportation, refining and marketing branches of the 
aletep are not eligible for membership. 

We have no intention of burdening the record with further evidence 
that oil imports have reached levels threatening not alone the domestic 
oil-producing industry, but the national economy and security as well. 

Supporting these conclusions are the reports of every responsible 
study group in recent years, including two cabinet committee find- 
ings, a finding by the Director of the Office of Defense Mobilization, 
a National Petroleum Council finding, an interstate oil compact com- 
mission committee finding, conclusions of governors and legislatures 
in the principal oil-producing States. 

The President of the United States on July 29, 1957, pursuant to 
his responsibilities under section 7 of the existing Trade Agreements 
Act, affirmed the conclusion that oil imports must be restrained in the 
interest of our national security. 

The story of excessive oil imports can be told in many ways, and 
the evidence of injury is all too clear. In our State of Texas it shows 
up, for example, in allowable producing days. In 1952 we were al- 
lowed to produce an average of 21 days per month; in 1953 we averaged 
19 days per month; in 1954 and 1955 we averaged 16; in 1956 we 
averaged 15.8; in 1957 we averaged 14.2. Now Texas allowables are 
down to the intolerable low of 9 days per month. 

Stated another way, Texas was allowed to produce 230 days in 1950. 
By 1956 we were down to 190. In 1957 we produced only 171 days. 
Currently we are allowed to produce at the rate of only 108 days a 
year. 

Meantime total imports increased from 850,000 barrels daily in 1950, 
to 952,000 barrels daily in 1952, to 1,436,000 barrels daily in 1956, to 
1,526,000 barrels daily in 1957. Even though imports at this time 
of the year are normally below levels they reach a little later on, they 
are currently running in excess of 1,600,000 barrels daily—this despite 
a sharp reduction in demand which has had to be absorbed entirely 
by cuts in domestic production. 

Total imports have increased since 1949 by 137.2 percent as con- 
trasted with a 41.8 percent increase in domestic production. 

Effects of this situation on oil State economies, particularly Texas 
where the State tax structure and prosperity rest largely on oil pro- 
duction, are now grave. Gov. Price Daniel last week testified before 
a State imports study commission that as a result of oil imports “our 
State faces the most serious economic threat of the past 25 years.” 
Thus there is indeed reason for concern that this injury to oil- 
producing States could turn a national] recession into depression. 
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IMPORTS AND CONSERVATION 


As imports rise, domestic production is forced to give way. State 
conservation bodies are no less helpless than independent producers 
in preventing the displacement of domestic production with imports. 

This is because, in large part, the same companies which import are 
also the crude purchasers in the United States. If State conservation 
bodies fail to reduce allowables in keeping with purchasing company 
nominations, the same result is accomplished through what is known 
as purchaser proration. 

The difference is that when State regulatory bodies reduce allowables 
to meet demand, it is done on a ratable basis, so that every producer 
and every well in every field receives an equitable share of the market. 
When purchasers do it, on the other hand, the result is often rank 
discrimination among producers, fields, and areas, and waste almost 
unavoidably results. 

It was precisely this type of situation that forced Texas allowables 
recently to 9 days per month. When States set allowables higher 
than these purchasing companies nominate, no more of the State’s oil 
is sold, because imports continue to increase. 

For example, in the month of February the Texas Railroad Com- 
mission set 11-day allowables, which would have provided more do- 
mestic oil than the purchasing companies wanted. What happened? 
They began or intensified various forms of purchaser proration. 

Some prorated below allowables equitably across their entire system 
in all areas and States in which they purchase. Others, unfortunately, 
just stopped buying altogether in certain places and from certain 
producers, leaving dozens of fields and areas with no market whatever. 
Even in cases where purchaser proration is equitable, it sometimes 
includes reductions in the take from marginal or stripper wells, which 
according to Texas law not even the conservation body can prorate 
inasmuch as physical waste is directly involved. 

When some producers are without a market while others continue 
to sell their oil, the result is drainage and the violation of correlative 
rights, which State conservation bodies are required by law to protect. 

Purchaser proration of a discriminatory variety is particularly 
rampant in areas where the oil is owned by a multitude of inde- 
pendent producers. Only when the prorating is done by State con- 
servation bodies on an equitable basis can the small independent pro- 
ducer hope to survive in competition with the large integrated com- 
pany who produces, transports, refines, and markets. 

In a section of west and north Texas where large numbers of inde- 
pendents share heavily in the production, there currently are more 
than 8,500 wells which have been denied pipeline connections, often 
arbitrarily, without regard for any of the normal factors that deter- 
mine feasibility of pipeline connections. Still more serious is the 
fact that many of these producers are denied a share of the market 
even when they truck that oil to the purchasing companies or refiners. 

Increasingly in recent months we have witnessed the pattern of 
purchasing companies obtaining import quotas, or exceeding those 
given them, and then serving notice on domestic independents that 
their oil would no longer be purchased. 
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It is in the light of these conditions that the Interstate Oil Com- 
pact Commission recently released a report detailing how currently 
excessive imports affect conservation. Some of the effects are: 

1. Curtailment of production to the point that necessary ex- 
ploration and drilling are retarded ; 

2. Abrogation of State police powers to set proper allowables; 

3. Purchaser or pipeline proration ; 

4, Nonratable taking within and between fields; 

5. Denial of correlative rights; 

6. Lagging expansion of pipeline and other transportation 
facilities; 

7. Premature abandonment of marginal or stripper wells; 

8. Prevention of secondary recovery operations. 


CONGRESSIONAL ACTION NECESSARY 


Our experience provides an interesting case history of what hap- 
pens when Congress directs that imports of a commodity be restricted, 
as was clearly intended for oil when Congress adopted the defense 
amendment in the 1955 Extension Act, but leaves it up to the execu- 
tive department to decide (a) whether in fact import controls should 
be imposed and (6), if so, what type and when. 

It is extremely difficult for us to understand how, in the light of 
the all too apparent failure of the voluntary controls plan, adminis- 
tration spokesmen could come before this committee to assure Con- 
gress that it need not bother strengthening this mandate because such 
import problems will be dealt with effectively through the securit 
amendment. Oil is so far the only commodity even to receive a find- 
ing of injury under this 1955 provision, and nothing effective has 
been done to give meaning either to the congressional mandate or to 
the executive department finding that such imports threaten to impair 
the national security. 

Oil imports have continued an uninterrupted increase, and have 
increasingly exceeded the 16.6 percent relationship to domestic produc- 
tion which the President’s Fuels Policy Committee found to be maxi- 
mum consistent with national security—and which, as the record 
shows, Congress intended as a limit. 

Until July 29 of last year, the only thing approaching positive action 
taken under this congressional mandate and executive department 
finding was repeated letters of admonition to importing companies. 
Between July 29, 1957, when individual quotas were assigned com- 

anies under the voluntary program, and February 21, 1958, the last 
vate for which figures are available, imports averaged 1,564,600 barrels 
per day. For the corresponding period of the year before, they aver- 
aged 1,440,028 barrels per day, and for the same period 2 years 
previously they averaged 1,320,857 barrels per day. 

Imports during the 614 months the present voluntary quota program 
has operated increased 9.9 percent over the corresponding period of 
the preceding year, while domestic production averaged about 367,000 
barrels a day less, of which the reduction in Texas accounted for 
300,800 barrels per day. 

It is obvious, therefore, that nothing effective has been done to 
restrain the growth of already excessive oil imports. 
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It is not our contention that conscientious effort has not been made 
by those charged with administration of the program. Our conclusion 
rather is that the program is seriously deficient. 

Futhermore, we contend that nothing that is likely to be done under 
existing authority can deal effectively in a desirable manner with this 

roblem. This is a matter for congressional attention, and there should 
be no extension of the Trade Agreement Act which does not assure a 
positive and lasting limitation on such imports. 

Arguments have been advanced that the voluntary program has 
achieved substantial success and can, with executive department modi- 
fication, accomplish the objective. This committee has been told that 
during the first 6 months of its operation the voluntary program 
brought imports within 3.3 percent of its goal. 

The facts are that the program has been limited solely to crude oil 
imports, and these announced results do not even include crude oil 
imports into the west coast on grounds that the limitation has been 
placed too recently to determine results. 

Even so, 8 of the 26 importers of record have exceeded the quotas 
assigned them, 3 of whom have indicated no intention to comply. 
Furthermore, this listing of violations does not include companies 
which began importing without even bothering to obtain a quota. Ad- 
ditionally, there are today some 24 new companies now seeking quotas 
totaling well over 200,000 barrels a day. 

Deficiencies in the program are perhaps best illustrated by pointing 
to the procedure for assigning quotas to private companies, which inci- 
dentally amount to assigning economic advantage to those companies. 
To deny new importers would be tantamount to promoting an imports 
monopoly on the part of existing importers. 

So long as there is no equalization duty to remove the economic ad- 
vantage in imports, any company able to obtain necessary financing 
is derelict in its responsibilities to its owners if it fails to insist on the 
right toimport. Several companies requesting quotas stated they were 
compelled to become importers against their wishes by the realities of 
a program which penalizes nonimporters. 

Any refiner, for instance, which finds itself running a smaller per- 
centage of foreign oil that does its competitors, if it desires to stay in 
business, must either (@) insist on a higher import quota, or (0) reduce 
the price its pays for domestic crude. 

The oft cited “advantage of flexibility” in the present plan has so 
far proved flexible in only one direction. But more significant is the 
fact that any such delegation of congressional authority without man- 
datory yardsticks could result in a distortion of congressional intent 
as to limitations and enforcement powers. 

For example, the present voluntary program bears almost no relation 
to the 1954 ratio cited by the Senate Finance Committee in adopting 
the amendment. And when import limitations can be changed daily 
by a Federal bureau, few will risk capital to develop oil here that may 
find its market taken by a change in import plans. If in order to keep 
any restraint on imports, domestic producers have to demonstrate 
constant injury from imports, there can be no virile home producing 
industry. 

Thus even if the current program had proved successful in attaining 
the national objective for wail it was intended, it would not be an alto- 
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gether desirable solution. Any plan that vests so much discretionary 
power in an administrative agency, as is the case when it is empowered 
to assign life-or-death economic advantage arbitrarily to individual 
companies, runs the risk of involvement in a type of governmental 
function that is hardly consistent with free competitive enterprise. 

Through this door we could easily wind up with an oil czar regulat- 
ing not alone imports but domestic production, and one responsible 
in no real sense to the Congress or responsive to the voting public 
or affected industries. 

In short, even if the current program were made mandatory, there 
would remain an urgent necessity for congressional action at this time. 


“RECIPROCAL” TRADE AND OIL 


This committee has been told that the reason the Trade Agreements 
Act should be extended without amendment is that our national 
security is involved, and that sweeping authority over tariffs and 
trade is essential (a) to combat the onslaught of communism, and (bd) 
to enable us to deal effectively with new trade patterns resulting from 
the formation of common markets and free trade areas. 

No one can logically contend that either argument militates against 
writing into law of a limitation on imports of those commodities on 
which our national security requires limitation. 

Domestic oil independents are at least as interested as are other 
citizens in avoiding any unnecessary injury to the economies of the 
free-world nations from whom these imports come. 

Few American industries have yielded so much of their home 
markets toward this objective. But there is no validity in the assertion 
that unlimited imports of oil actually contribute to the economic 
stability of our iitea even if there were not the consideration of 
our own national security. 

No nation has an absolute “right” to the markets of another for its 
surpluses. Texas oil production has attained its growth only as it 
helped develop domestic markets over some 70 years. 

In little more than a decade Middle East production has soared 
past the Texas output in part because producers here have moved 
over through proration to make room for imports. But imports now 
have reached such proportions as to threaten United States production 
altogether. 

If these source countries insist on their rights to the United States 
market to the point that our domestic crude price structure is under- 
mined, none would truly benefit. 

Congress has insisted that in every trade agreement there is recog- 
nition that national security considerations must remain paramount. 
Even the GATT articles of agreement recognize national security as 
grounds for exception to import policies and the most-favored-nation 
principle. 

Moreover, executive department testimony before the Foreign 
Trade Policy Subcommittee last year offered unmistakable evidence 
that the countries with which we trade, without exception, have no 
hesitancy in restraining imports of any commodity which is deemed 
to threaten either their own security or economic interests. 
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By no stretch of the imagination could the United States be said 
to have launched a policy of protectionism if it recognizes in the 
law the need for positive and lasting restraints on the importation 
of a defense-vital commodity such as oil. 

Expanded world trade is a legitimate and desirable objective, but 
it is only one adjunct of United States policy. Any United States 
trade policy must be pursued within the broader framework of na- 
tional security as the ultimate and overriding objective. At what- 
ever point the two come in conflict, the national security must remain 
paramount. ‘ 

That self-sufficiency in petroleum production is vital not only to 
our own security but that of our allies has been too often demon- 
strated to warrant further attention. As recently as the Suez Canal 
seizure, we witnessed the helplessness of nations which become de- 
pendent upon such unreliable source areas as the Middle East. 

Even source countries in this hemisphere offer no real assurance 
of adequate supplies in time of greatest need. The recent revolu- 
tion in Venezuela, where most of our oil imports presently come from, 
raises a serious doubt as to how long we could expect those supplies 
to come in at reasonable prices if they were actually necessary to 
us. Even Canada makes no secret of her intention to limit the ex- 
portation of her oil and gas any time such action is deemed in her 
own best interest. 

We are often told that American company ownership, in combina- 
tion with the unlimited right of importation here, is essential to 
preventing Russian domination of these source countries, particularly 
those in the Middle East. What are the facts? 

In the first place, the Soviet Union does not need and could not 
use the oil of the Middle East. Russia’s total requirements are in 
the nature of two million barrels daily, and she has today a produc- 
tion surplus which she is undertaking to export. 

Production in the Middle East is in the range of 4 million barrels 
daily. Furthermore, these Middle Eastern rulers do not want Rus- 
sian rubles or any other soft currency: evidence of this comes in 
the recent Saudi Arabian deal with Japan in which payment in 
United States dollars or gold is stipulated. 

The Kremlin master plan for world conquest could include no 
wiser scheme than promoting the belief that America must import 
all the surplus oil foreign nations want to sell in order to prevent 
their disappearance behind the Iron Curtain. This is the sure road 
to rendering America helplessly dependent for its No. 1 munition 
of war on sources which can be cut off without even the necessity of 
direct Russian intervention. 


THE CONSUMER AND IMPORTS 


Does the American consumer benefit from the so-called cheap for- 
eign oil? 

In the first place there is serious question as to whether most of 
the oil imported could undersell United States produced oil if it 
were denied the numerous bounties and benefits that accrue to it as 
the result of foreign aid, tanker subsidies, foreign tax differentials, 
and other advantages. 
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Additionally, its relative “cheapness” is enhanced by the fact that 
it is not subject to production restrictions in the interest of conser- 
vation, and does not share the local, State and Federal tax burdens 
in the nature of 75 cents to $1 a barrel which domestic production 

ays. 

Instead of deriving benefits from cheap foreign oil, many American 
citizens, particularly those in oil-producing States, are actually sub- 
sidizing it to the extent of some one and one-half to two million 
dollars per day, which represents the amount of money currently 
denied the Texas economy as a direct result of excessive oil imports. 

Nor does the record speak well for consumer prices of products 
in countries which use so-called cheap Middle East oil exclusively. 
In England and Italy, for example, gasoline prices range from about 
85 to 95 cents per gallon. In France, prices approximate $1.10 per 
gallon. 

The economic advantage in imported oil serves as nothing more 
than a windfall to the importing companies, often encouraging 
further overexpansion of their foreign production and promoting 
their advantage over domestic competitors. For example, gasoline 
processed in east coast refineries which use foreign oil almost ex- 
clusively sells at the same prices as gasoline processed entirely from 
domestic-produced oil. 

What is more significant, though, is the fact that consumers can 
never benefit from cheaper foreign oil. This is true because to do so 
would entail a complete collapse of the United States crude oil price 
structure on which rests the foundation of our oil security. 

Crude prices in the United States cannot be determined on the 
basis of costs-of production less subsidies in foreign lands. If that 
should happen, about three-fourths the producing oil wells, some 
358,000 in America today would be rendered uneconomic to produce. 
These marginal or stripper wells, accounting for about a fourth of 
our proved reserves, supply high-cost oil. Yet they represent our 
great achievement in conservation. 

These marginal wells, each producing five barrels or less daily, 
cannot compete in a free-world market in which price of crude is 
set by wells in the Middle East producing an average of 7,000 barrels 
per day. Sooner or later every well, however prolific, becomes a 
marginal or stripper well. 

Unless these are to be abandoned prematurely, with resources lost 
forever, they must be protected from open competition. In America 
we do this by prorating the flush new wells and fields in order to 
assure an uninterrupted market for these stripper wells. No similar 
restraint is placed on oil imports. 

The result of this type of unfair competition is best seen in what 
happened to our oil industry before conservation proration was in- 
augurated in the early thirties. A repetition of this unfortunate epi- 
sode today would lay the free world helpless at Russia’s feet. 

Too little understood outside the oil industry, we think, is this 
conservation fact of life. It is just this simple: if we want an oil 
industry in the United States, we have got to see that these marginal 
wells are not squeezed out by more profitable production either here 
or abroad. And that means today a positive fimit on oil imports. 

In short, foreign oil, if we allow ourselves to become dependent 
on it, might prove cheap neither in dollars nor in human lives. We 
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need this oil only to the extent we allow ourselves to become de- 
pendent on it. We have adequate fuel resources here for all the 
foreseeable future. 

These include known shale-oil reserves in the range of 1,000 billion 
barrels, enough to dwarf even the huge oil reserves of the Middle 
East, the consumer cost for which would almost certainly be less than 
for foreign oil if we ever allow ourselves to become dependent on it. 

To allow our high-cost marginal wells to be abandoned, and to 
discourage necessary exploration and drilling for new reserves here 
merely because foreign oil is available now at cheaper prices, would 
be disastrous. 

An industry which has been developed over a period of a hundred 
years could be destroyed through stagnation in a matter of months, 
and with it would go not only the economic stability of much of our 
nation but our security and that of our allies as well. 


TYPE OF IMPORTS RESTRICTION 


Mr. Chairman, much that we have said here, particularly in rela- 
tion to the current voluntary quota program, was intended to indi- 
cate the desirability of limiting oil imports in whole or in part by 
the imposition of equalization or competitive duties. 

In saying this, you may be assured that we are abundantly aware 
of the fact that any plan for achieving this necessary objective— 
whether it be the tariff, excise tax, quota, or combination—will em- 
body features to which some will object. 

There is, we think, a healthy difference of opinion on how this can 
best be accomplished, but there is no difference of opinion among the 
independent producer associations here represented that it must be 
done on a mandatory basis if we are to preserve our oil security. 

While we do not wish to pose before you as experts in the details 
of how this objective can be translated to legislative language, we 
will say that we have given a great deal of thought and study to 
just that. 

We have arrived at what we think are desirable possibilities for 
accomplishing this end which we will be glad to discuss with this 
committee, or any member of it, now or at any other time. We think 
we have approached it with realism, a part of which is to recognize 
the necessity for correlating the so-called most-favored-nation prin- 
ciple with the necessary defense consideration of equitable treatment 
to imports from source countries in this hemisphere. 

We will not attempt to take the time of the committee to detail our 
reasons for preferring the tariff or excise tax as at least a part of the 
solution. We believe it is generally conceded that this type of im- 
ports restraint is most consistent with our Nation’s international trade 
policies and the free competitive enterprise concept to which we are 
all dedicated. The history of our country attests to the soundness 
of the competitive tariff when import restraints are necessary. In 
this case we think it can be adapted in a manner that avoids insoluble 
conflicts or problems. 

In concluding, however, we would stress our conviction that the 
United States oil industry cannot fulfill its obligations to the security 
and economy of America unless positive and lasting import limita- 
tions are provided by the Congress. 

24093—58—pt. 1——-70 
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We believe this committee wil! concur on this point and will rec- 
ommend to the Congress an appropriate provision, whether it be in 
the form of a duty or quota, or a combination. 

We thank you. 

The Cuamman. Without objection, the appendixes to your state- 
ment will be included in the record at this point. 

(The appendixes referred to are as follows.) 


GROWTH IN CRUDE OIL REMOVED FROM LEASE BY TRUCK 
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ANNUAL CRUDE OIL DISCOVERY RATE 
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COMPARISON BETWEEN 
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DAYS PER MONTH 


IN TEXAS 


1948 - 1957 


AVERAGE SHUTDOWN DAYS PER MONTH 
TEXAS PRODUCTION vs. PETROLEUM IMPORTS 


16 
14 
12 


Co a © + 


(000'01) Aep s0d sjeus0g 


RENEWAL OF TRADE AGREEMENTS ACT 





TIPRO Chart 


Source: A.P.|. Statistical Summary 
Tex, R.R, Comm, 


Chart: Average shutdown days per month, Texas production versus imports 


Average 
shutdown 
days per 
month 
| 
rai icvecdabiasen 0 
eco es 10. 58 
ON in ian poncie ie 11. 25 | 
nL Stee. 7.42 | 
a these niin 8.75 





|| 








Volume of 

imports { 

(average | 

barrels per | 

day) 

Ee I einiinvericied natn ce 
645, 000 || 1954..__..._._- 
850,000 || 1955.......--------- 
. 3. of » Se ee 
Ee Bt Bde cteteiduteccuns 





i 





Source: Texas Railroad Commission; A PI statistical summary. 


Average 
shutdown 
days per 
month 


10. 75 
14. 25 
14. 25 
14. 66 
15. 12 


Volume of 
imports 
(average 

barrels per 

day) 


gSESe 
| $888 


> 
- 


a) 











RENEWAL OF TRADE AGREEMENTS ACT 


(P/4 000'01) SLYOdWI 


oO 

Zz 

z 

uw 

wi 

a 

= 

5 

wi 

as 

Oo 

aw 

-— 

wi 

a vr 

Ze 

32 

2a. 

<>& 

5 

ae 

<5 =z 

af 
- 

Sy 

Z 

a 

— 

Zz 

Ww 

= 

> 

oO 

onl 

a. 

= 

ww 

4 

5 


' . «©; =) 2 2's US 
(000) LNIWAO 1d 





1099 


TIPRO Chart 
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Crude-oil production 


{Thousand barrels per day, 1957] 
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Thousand 
barrels daily 


* Preliminary 


Source: Bureau of Mines. 
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Texas share of east coast market 
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The Cuamman. Mr. Ikard will inquire, Mr. O’Brien. 

Mr. Ixarp. Mr. O’Brien, you have mentioned the fact, as have other 
witnesses, that producing days in Texas are currently only nine a 
month. In your statement you also mentioned something that I think 
is very true when you said that there are so few people that understand 
the conservation side of this industry. 

Would either you or Mr. Turner, whichever one would like to answer, 
give us briefly the function of the Texas Railroad Commission and how 
this conservation program works, what it really is, so that we may 
better understand what you are talking about ? 

Mr. O’Brien. The Texas Railroad Commission prorates oil on the 
basis of a market demand by statute. This is determined by the amount 
of oil that is in storage, taken also from the nominations of the purchas- 
ing companies, the balance of which will be the demand for that 
particular month. 

I will turn the microphone over to Mr. Turner, who may elaborate 
on that. 

Mr, Ixarp. Mr. Turner, in answering it, would you please tell us 
whether or not there is anything related to price fixing in the operation 
of the railroad commission ? 

Mr. Turner. Mr. Ikard, we emphatically agree with what we under- 
stand is your implication, that there is considerable misunderstanding 
on the point of setting of Texas allowables. 

Imports, unfortunately, have first call on domestic production, on 
the domestic market. And nothing the railroad commission or any 
other State conservation body could do would prevent the reduction 
in allowables to the point that correlative rights are jeopardized and 
actual physical waste results. 

The railroad commission is required by Texas statutes, founded on 
the basis strictly of conservation of resources, to restrict the production 
from the State of Texas to what constitutes actual market demand. 
As Mr. O’Brien indicated, market demand is determined by an evalua- 
tion by the commission of certain factors. One of them is the Bureau 
of Mines’ estimate of what is demand. A second is the quantity of 
oil-end products in storage from which withdrawal can be made to 
meet demand. A third is imports. Our own commission undertakes 
to determine what are the import schedules, the import plans of the 
various importing companies. 

But the final determination is the nominations of the purchasing 
companies. And, as Mr. O’Brien indicated in his statement, most of 
the purchasing companies are also importers. So it does not matter 
really what the Commission sets in allowables if the nominations of 
the companies are not that high. If the companies do not wish to 
purchase that oil, they will prorate. That is called purchaser proration. 

The difference between purchaser proration and allowables set 
by the Commission is a very great one. When the State sets the allow- 
ables, conservation factors are considered, equities are considered. 
When purchaser proration results, unfortunately, as Mr. O’Brien 
also indicated in his prepared statement, those factors are not a part 
of the consideration. 

As he pointed out, when the purchasing companies are allowed to 
determine how much oil they will take under allowables, when allow- 
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ables, in other words, are not set in relation to what the purchasing 
companies nominate, the result is quite often that they will simply cut 
off fields, shut off areas that they do not wish to purchase from—rank 
discrimination, as it has been termed—and we have seen some recent 
very Vivid illustrations of it. : 

Additionally, there is no effort made to connect wells. We have in 
Mr. Ikard’s district many thousands of wells which are denied pipeline 
connections, often without any regard for the normal factors deter- 
mining feasibility for the connection of wells. These companies 
simply do not incline to connect wells in areas where they are not the 

rincipal producer, where there is an oversupply, and when market 
Manand is not considered by the Commission in determining allowables. 

The most flagrant type of discrimination, also as was indicated, is 
the refusal to buy the oil of the independent producer even when it is 
trucked to the market, trucked right up to the refinery door or to the 
pipeline company, complete refusal. 

Those are the conditions certainly that the Commission is trying 
to prevent, and the legislature of the State of Texas was trying to 

revent, when it said allowables should be fixed in relation to market 
emand, 

Possibly that answers your question. 

Mr. Ixarp. Mr. O’Brien, you also mentioned in your statement, 
the so-called marginal or stripper wells, and outlined briefly how they 
were dealt with. Would you tell us what the situation was before the 
conservation laws went into effect with respect to that type of produc- 
tion, or what happened to it, and whether or not now those marginal 
wells, so-called, are inefficient as the term is used in the trade? 

Mr. O’Brien. The marginal wells, as history will show, during the 
time of the great east Texas boom, when there was an oversu we of 
oil on the Texas market or on the world market, many wells were 
abandoned prematurely which were actually still economically, nor- 
mally good producing wells. Therefore, many thousands and millions 
of barrels of oil were lost forever, due to this premature abandonment. 

Mr. Ixarp. From an enginering standpoint, once you shut one of 
those wells down, do you just go turn a valve and start it again? 

Mr. O’Brien. Normally, they are completely abandoned and 
plugged, and it would require redrilling to put them back on 
production. 

Mr. Ixarpv. Would you give us the approximate date on which 
the conservation laws in Texas went into effect ? 

Mr. O’Brien. 1931, I believe. 

Mr. Ixarp. From your association in the petroleum industry, and 
based on your judgment, would you say that the domestic industry 
can continue to grow and develop without any certainty with respect 
to what might happen to imports? In other words, without some 
policy having been established to the point where you could have 
some means of planning ? 

Mr. O’Brien. Mr. Turner. 

Mr. Turner. Certainly in our judgment, Mr. Ikard, there cannot 
be a virile home industry unless there is imposed some limitation on 
imports on which the independent producer and his backers can safely 
rely. We know today that the Cabinet Committee is meeting. We 
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were most distressed to see in the press a statement by the adminis- 
trator of the current program, a gentleman in whom we all share 
great confidence; as has been indicated by other witnesses here this 
morning, we certainly share the view that he has done a forthright 
and outstanding job. However, he makes the statement, if I might 
quote here, that: 

He cannot accept the statements that imports are excessive, in that no 
responsible authority has agreed that such is the case. 

In our judgment, when that sort of thing occurs, when the Cabinet 
Committee can meet in a week and decide that imports at whatever 
level are consistent with the objective, then the independent pro- 
ducer certainly cannot obtain the funds that are necessary to fulfill 
what he believes is his responsibility to the economy and security 
of his nation. 

The effects of what is going on today are not even yet realized 
fully, but they certainly will be. 

The Cuarrman. Pardon me, Mr. Ikard. 

For this record, Mr. Turner, who made that statement to which 
you referred ? 

Mr. Turner. That was Capt. Matthew V. Carson, the administrator 
of the current voluntary quota program. 

Mr. Ixarp. As a matter of fact, Mr. O’Brien, this whole question 
of petroleum imports has been studied in the last 4 years by 3 different 
groups: first, the original Cabinet Committee, and then the hearing 
that was held under Dr. Fleming in the fall of 1956. Then, the 
Cabinet Committee of just last spring. Is that not true? 

Mr. Turner. That is certainly true. 

Mr, Ixarp. And substantially each of those groups has reached 
the same conclusion. I am not talking about the formulas, but I 
mean they have reached the conclusion that there was a need for 
some effective control of petroleum imports. 

Mr. Turner. I think possibly even of greater significance, Con- 
gressman Ikard, is the fact that in our judgment, both sides of the 
House, in adopting the Extension Act of 1955, intended to limit im- 
a to the finding of the Cabinet Committee as to the relationship 

wteen domestic production and imports that existed in the year 
1954. 

Unfortunately, we have yielded and continued to yield despite the 
fact that every responsible study made in recent years has indicated 
that imports continue to exceed the intended relationship. 

Mr. Ixarp. The results of the study in 1954 that you referred to 
were given at about the time of the last extension of the trade agree- 
ments program in 1955. 

Mr. Turner. That is right. 

Mr. Ixarp. One more question, Mr. Turner, or Mr. O’Brien, which- 
ever one cares to answer. 

Assuming here just as hypothetical situation that there should 
be mandatory controls imposed under the present law, which I think 
you would agree the President now has authority to do if he saw 
fit——— 

Mr. Turner. It was our judgment that that certainly was the in- 
tent of Congress. 
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Mr. Ixarp. Assuming that such an action should be taken, would 
you still feel that there was a need for some legislative action? 

Mr. Turner. Emphatically, Mr. Ikard, we believe that regardless 
of what action is taken—and we are certainly hopeful that the Cabinet 
Committee today does affirm what we think it can only conclude, that 
certainly action is necessary now. But whatever action is taken by 
the Cabinet Committee and subsequently by the President under 
existing authority, we believe that this act should not be extended 
without dealing effectively with the problem that we have here on 
which there is a clear security finding. 

We believe that is the only assurance that we can have and meet 
our responsibility to the defense and the economy of America. 

Mr. Ixarp. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

If not, gentlemen, we thank you for coming to the committee and 
giving us the benefit of the views of your organization. 

The CuarrMan. Our next witness is Mr. J. P. Jones, 

Please come forward and identify yourself for the record by giving 
us your name, address, and the capacity in which you appear. 


STATEMENT OF J. P. JONES, IN BEHALF OF THE BRADFORD DIS- 
TRICT PENNSYLVANIA OIL PRODUCERS ASSOCIATION AND THE 
NEW YORK STATE OIL PRODUCERS ASSOCIATION 


Mr. Jones. Mr. Chairman, my nameisJ.P. Jones. I am from Brad- 
ford, Pa., and I am here representing the New York State Oil Pro- 
ducers Association and the Bradford District Pennsylvania Oil 
Producers Association. 

The CuHarrman. Mr. Jones, can you conclude your statement in the 
4 minutes we have allotted to you, sir? 

Mr. Jones. Yes. 

The CHarrMan. You are recognized. 

Mr. Reed. 

Mr. Reep. I am very glad to greet you here, Mr. Jones, a close neigh- 
bor of mine. And I have not forgotten the wonderful service which 
your father rendered as a Member of Congress from the Bradford 
district. I have also admired the way you have handled the affairs of 
the company which you represent. 

Mr. JONES. Thank you, Congressman Reed. 

The Cuarrman. You are recognized, sir. 

Mr. Jones. If it is all right with the committee, since I realize the 
time is short, I propose to file this statement. 

The Cuarrman. Without objection, that may be done. 

Mr. Jones. But I would like to make a few remarks. 

The CuairMan. Your entire statement will appear in the record. 

(The statement is as follows :) 


STATEMENT OF J. P. JONES, INDEPENDENT OIL PRODUCER PENNSYLVANIA GRADE 
CrupbE Orn ASSOCIATION 


My name is J. P. Jones. I live in Bradford, Pa., where I am engaged as an 
independent oil producer. In my appearance before this committee, I am repre- 
senting the New York State Producers Association, of Bolivar, N. Y., and the 
Bradford District Pennsylvania Producers Association, Bradford, Pa. 
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These groups represent most of the oil interests engaged in the production, 
refining, and marketing of Pennsylvania grade crude oil. 

I appear here in cooperation with other independent crude oil associations 
throughout the United States for the purpose of urging a reasonable limitation 
upon the importation of foreign oil into the United States. 

We believe that any extension of the Trade Agreements Act should provide 
definite and realistic authority and directives to reduce, on a definite basis, the 
import of petroleum and its products into the United States. 

The area for which I speak is the oldest oil-producing area in the Unitea States. 
It was in Pennsylvania that the first commercial production of oil was initiated 
in 1859 and oil has been produced continuously in this area since that time. We 
hope to celebrate its 100th anniversary next year. I fear it will be a very lean 
event unless this great flood of foreign oil is reduced—and reduced now. 

In this area, known as the Pennsylvania grade crude oil production area, there 
are some 100,000 producing wells, the average production of which is about one- 
third of a barrel per well per day. The majority of this oil is produced by what 
is known as secondary recovery methods. 

This area of production is nearest to the eastern seaboard of the United 
States. The impact of foreign oil into the eastern seaboard constitutes a real 
threat to the continued activity of producing oil in this area. Already pipe- 
lines for the transportation of oil from the east coast to this area have been 
planned and announced. We are nearest the St. Lawrence Waterway, and, 
upon completion of the currently projected waterway up the St. Lawrence, we 
will be one of the first areas affected by oil using this waterway. 

Because of the necessity of employing secondary-recovery in the old areas of 
production, the Pennsylvania grade area has constituted experimental ground 
for this technique of recovering oil which could not be recovered by primary 
methods of recovery. Throughout the United States there are vast amounts 
of oil left in the oil sands that can be recovered only by the application of 
secondary-recovery methods. 

Although New York State is not generally considered an oil-producing area, 
there yet remains in the sands in the known areas of production in New York 
State in the neighborhood of 50 million barrels of oil and in the Pennsylvania 
area something over 100 million barrels of oil. 

Throughout the United States there are known oil deposits which will need 
to be recovered by secondary methods amounting to more than 8 billion barrels. 

The secondary method of recovery results from the installation of expensive 
machinery and, therefore, the recovery cost per barrel is higher than of that 
oil that is recovered by primary production methods. It is important to rec- 
ognize the value of the reserves to be thus recovered. They are recoverable, 
however, only at increased cost, and thus these areas are the first adversely 
affected by the importation of cheap oil from without the United States. 

No one will contend that all of the additional oil that can be recovered by 
the application of improved recovery methods is going to be lost as a result of 
excessive imports. However, the amount that will be lost is related directly to 
the extent of the period of time during which excessive imports are brought 
into the United States and to the magnitude of the excess. It is very con- 
ceivable that excessive imports over a prolonged period could have a critical 
effect on the future of secondary operations. 

I appeared before this committee on the occasion of the extension of the 
Trade Agreements Act in 1955. At that time, the use of foreign crude oil in 
east coast refineries had increased from 15 percent in 1939, the year of the first 
trade agreement affecting oil, to 57 percent in 1955. Since then the east coast 
use of such foreign crude oil has increased even further, and for the year 1957 
the refinery throughput was about two-thirds foreign as against one-third 
domestic. 

Effective congressional action is needed now. 


Mr. Jones. I am here representing a bunch of stripper-well oper- 
ators up in our area. Most of the oil in that area is produced by 
secondary recovery means, which is a high-cost production. We are 
quite close to the seaboard, the closest production to the seaboard, so 
that it will be directly affected by the importation of cheap foreign 
crude. 
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Yesterday, the price of our crude oil was cut 25 cents, which is a 
— blow to the producing industry up there. A couple of weeks 

o one of the refineries in our area asked for a quota of 7,500 barrels 

of imported oil. We produce in this area probably around 27,000 
Sossks aday. This quota that they are asking for is about one quar- 
ter of the production in the area, which, if it is allowed to come in 
in those quantities, is going to be quite a competitive factor, relative 
to our domestic production. 

As I understand, this deal that was made or the request that was 
made, what they were going to do, was if they got the quota of 7,500 
barrels on the east coast, they would swap it with somebody that had 
some production in Illinois and get the advantage of the cheap price 

of foreign crude. 

I cannot blame this particular refinery for trying to make a good 
business deal. It was a good business deal, or will be if they can 
make it. But what I am concerned with is the effect it is going to 
have on our area. 

We have about 11 of the refineries that have to compete with the 
fuel oils in the lighter end, in this same market. This importing of 
foreign crude is catching, and it would only be a natural reaction if 
these other refineries in that area would seek some import quotas. 

So what is going to happen to the domestic producer up there 
eventually, if there is a continued flood of cheap imported oil? This 
secondary recovery oil is high-cost production. We cannot compete 
with that type of cheap crude. It means the loss to this Nation of 
maybe 150 million barrels of high-grade lubricating oil that is buried 
in the ground, that can only be recovered through this method of 
secondary recovery. 

It means the loss of employment in that area. And speaking na- 
tionally, it could affect all 1 the production east of the Mississippi 
River, because that is all stripper production and secondary recovery 
operation. 

So the effect of this imported cheap crude is a very serious matter 
to the stripper well operators of this Nation, especially those up in 
my region who will be the first to be affected by it, without some 
type of control. 

I urgently submit to the committee our recommendation that some 
type of controls be put on this excess importation. 

I thank you for your time. 

The Cuamman. Mr. Reed. 

Mr. Reep. The secondary operation about which you speak, of 
course, is a familiar method as far as we are concerned, but the general 
public may not understand. You speak about the high cost. It means 
that they have to drill all around the central core of the well and force 
in steam or hot water to flood out the oil that is down there; in other 
words, to wring it out of thesand. Isthat not right? 

Mr. Jones. That isright. We just reenergize the sand. 

Mr. Reep. On the other hand, the competing oil does not have to 
go through that process. The labor costs where they produce their 
competitive oil are much lower than the wages paid in this country. 
Is that not true? 

Mr. Jones. That is right. 
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Mr. Reep. And water transportation is about the cheapest form of 
transportation we have, which, of course, means that when your oil 
has to be moved from Allegheny County, we will say, my district, down 
to the seaboard or ase the cost is much greater than moving 
oil all the way from Venezuela to New York. Is that right? 

Mr. Jones. I am talking about wells that have a daily ——a 
of a third of a barrel a day trying to compete with wells that havea 
daily average of 4,000 barrelsa day. It is qute difficult. 

r. Reep. That is right. And it is very high-grade oil, the very 
highest lubricating oil. Is that right? 

Mr. Jones. That is right. 

The Cuarrman. Thank you, Mr. Jones, for coming to the committee 
and giving us the benefit of your views. 

Our next witness is Mr. Sheldon. 

Mr. Sheldon, please come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF VILAS P. SHELDON, PRESIDENT, INDEPENDENT 
PRODUCERS & ROYALTY OWNERS ASSOCIATION OF NEW MEXICO 


Mr. Suetpon. Vilas P. Sheldon. I live in Artesia, N. Mex. 

The Cuarrman. Mr. Sheldon, can you conclude your statement in 
the 5 minutes we have allotted to you, sir? 

Mr. Suexpon. I will, sir. 

The CuarrMAn. You are recognized, sir. 

Mr. Suextpon. I am an independent oil producer and appear here 
as president of the Independent Producers & Royalty Owners Associ- 
ation of New Mexico. 

The Independent Producers & Royalty Owners Association of New 
Mexico was organized in May 1957 for the principal purpose of assist- 
ing independent producers and royalty owners in the State in meeting 
the problem of ever-increasing importations of crude oil and petroleum 
products which were depressing the market for these resources from 
the State of New Mexico. This association represents the independent 
domestic industry in the State of New Mexico, and none of its members 
is engaged in the importation of crude oil or petroleum products, nor 
are they affiliated with any such importers. 

It is not the position of this association that importations of crude 
oil or petroleum products should be prohibited. We recognize the 
desirability of supplementing domestic production of these and other 
natural resources so as to stimulate foreign trade and create a proper 
competitive atmosphere. We have, however, become increasingly 
cognizant of the serious danger of the flooding of markets with cheap 
foreign produce to the economic detriment of domestic producers 
and to all of those indirectly affected thereby. 

New Mexico, in common with most of the Rocky Mountain and 
Western States, is in a somewhat unique position in regard to this 
matter. Approximately 45 percent of the State is Federal and public- 
domain lands, and a large amount of this land is under oil and 
gas lease. As a royalty owner, the United States returns directly to 
the State of New Mexico 3714 percent of the royalties it receives, and 
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5214 percent of these royalties are placed in a reclamation fund for 
reclamation projects throughout the West. Any serious decline in 
royalties upon these lands, quite obviously, affects the income of the 
State and the development of much-needed reclamation projects. 

Approximately 15 percent of the land in New Mexico is held by 
the State in trust eer the Ferguson Act of 1898 and the enabling 
act of 1910 for the benefit and support of the various State institutions 
of higher learning, the common shoelb: institutions for the physically 
handicapped, and other State functions. The common schools alone 
are the beneficiaries of 8,600,000 acres of these lands. Money from 
the sale of State lands and from royalties upon producing properties 
have provided approximately $100 million as a trust fund, the income 
from which is used to aid in the operation of the common schools of 
the State. All of the other beneficiary institutions have their own 
permanent funds from this source for this purpose. 

Bonuses and rentals from the sale of leases of oil or gas have provided 
direct income in the amount of approximately $85 million to the com- 
mon schools of the State alone. With the growing demands, in the 
national interest, upon the educational system of the State, both 
through common schools and institutions of higher learning which 
are beneficiaries of these funds, any serious threat to this income 
presents a most critical problem. 

Further than this, the State of New Mexico, with so much untaxed 
public-domain and other Federal land, depends upon oil and gas pro- 
duction for almost 40 percent of its tax revenues. Any decline in the 
development of oil and gas production in the State has a drastic effect 
on the normal growth of the oil and gas industry and on State revenues. 

The impact of foreign imports of petroleum and petroleum prod- 
ucts upon the State of New Mexico, and, in fact, upon all public-land 
States, has, therefore, a public aspect which demands consideration. 

Oil production in New Mexico is restricted by the oil conservation 
commission to the market demand each month in order to prevent 
wasteful production practices and the waste which results from above- 
ground storage of oil. For the month of March 1958, the top unit 
allowable production for oil in New Mexico has been reduced to the 
lowest rate of allowable production in the history of the State. This 
situation not only affects the economic condition of the producer, but, 
as has been indicated, has a serious effect upon the general economy of 
the State and, in particular, the operation of public schools and insti- 
tutions of higher learning. Such a depressed condition cannot help 
but result in a decline in exploratory and drilling activity so necessary 
to the economy of the State and to the security of the Nation. 

The independent producers and royalty owners of New Mexico— 
and the State is the largest win owner—sincerely call upon you to 
adopt such measures as may be necessary to establish and maintain 
with some degree of permanency, a program assuring us that we will 
not forever be called upon to sacrifice our domestic economy upon the 
altar of foreign trade. We feel that some standards have been estab- 
lished for the determination of the point where imports affect the na- 
tional security, and that specific remedial measures, established by law, 
should become effective immediately. 

The Cuarmman. Thank you, Mr. Sheldon, for coming to the com- 
mittee and giving us the benefit of the views of your organization. 
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Are there any questions ? 

Thank you, sir. 

Mr. SuHetpon. Mr. Chairman, we have a statement which is signed 
by the officials of the various Western State governments concerned, 
that we would like to present to you at this time. 

The Cuarrmayn. Is it a short statement ? 

Mr. SuHetpon. Yes, it is. 

The CuatrmMan. Without objection, that statement will be included 
in the record. 

(The statement consisting of two resolutions follows :) 


RESOLUTION 


Whereas we, the undersigned land commissioners of the States noted, recog- 
nize the vital importance of oil as a commodity essential for the existence of 
our civilization and the maintenance of the basic economy of our country; and 

Whereas we appreciate the urgent need for development and marketing of 
oil as an essential part of the growing economy of the West; and 

Whereas as trustees and custodians of lands held for the benefit of the com- 
mon schools and public institutions of our States, we appreciate the great 
value to the beneficiaries of this trust of oil as a natural resource; and 

Whereas we feel a growing concern for the future exploratory efforts of 
those seeking to discover reserves of oil under the lands in our States; and 

Whereas we believe the continued growth of imports of foreign oil threatens 
to reduce exploratory activity and dry up markets for the production of oil 
from beneath the lands in our States: 

Now, therefore, each of us does urge the President of the United States, the 
Congress of the United States, and other responsible Federal officials to take 
immediate steps to insure that the percentage of imported oil as related to 
domestie production will not exceed the point beyond which such foreign oil 
will supplant, rather than supplement, our domestic oil supply. It is our con- 
sidered opinion that, unless action is taken immediately to relieve the situa- 
tion, our national security will be endangered by reliance upon uncertain for- 
eign sources; our individual security and happiness will be endangered by 
reduced domestic supplies of this precious commodity; and the schools and 
institutions of our States, which are the beneficiaries of a trust, will suffer 
severe hardship. We believe the future of our great western frontier is at stake. 


Bert L. Cole, Commissioner of Public Lands, State of Washington; 
Arthur Wilson, State Land Commissioner, State of Idaho, Boise, 
Idaho; A. M. Ramsey, Commissioner of Public Lands, State of 
Colorado; Lee E. Young, Director, State Land Board, State of 
Utah; Bernard Linn, Commissioner of School and Public Lands, 
Pierre, 8. Dak.; Lou E. Bretzke, Commissioner of Public Lands, 
State of Montana; M. E. Morgan, Commissioner of Public Lands, 
State of New Mexico; Ben D. Cossman, Commissioner of Public 
Lands, State of Wyoming; Pat Irwin, Secretary, Commissioners 
of Public Lands, State of Oklahoma. 


RESOLUTION 


Whereas we, the undersigned land commissioners of the States noted, recog- 
nize the vital importance of oil as a commodity essential for the existence of our 
civilization and the maintenance of the basic economy of our country; and 

Whereas we appreciate the urgent need for development and marketing of oil 
as an essential part of the growing economy of the West; and 

Whereas as trustees and custodians of lands held for the benefit of the com- 
mon schools and public institutions of our states, we appreciate the great value 
to the beneficiaries of this trust of oil as a natural resource; and 

Whereas we feel a growing concern for the future exploratory efforts of those 
seeking to discover reserves of oil under the lands in our States; and 

Whereas we believe the continued growth of imports of foreign oil threatens to 
reduce exploratory activity and dry up markets for the production of oil from 
beneath the lands in our States: 
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Now, therefore, each of us does urge the President of the United States, the 
Congress of the United States, and other responsible Federal officials to take im- 
mediate steps to insure that the percentage of imported oil as related to domestic 
production will not exceed the point beyond which such foreign oil will supplant, 
rather than supplement, our domestic oil supply. It is our considered opinion 
that, unless action is taken immediately to relieve the situation, our national 
security will be endangered by reliance upon uncertain foreign sources; our 
individual security and happiness will be endangered by reduced domestic sup- 
plies of this precious commodity ; and the schools and institutions of our States, 
which are the beneficiaries of a trust, will suffer severe hardship. We believe the 
future of our great western frontier is at stake. 

Bernard Linn, Commissioner of School and Public Lands, Pierre, 8. 
Dak.; Bert L. Cole, Commissioner of Public Lands, State of 
Washington; Arthur Wilson, State Land Commissioner, State of 
Idaho, Boise, Idaho; Lou E. Bretzke, Commissioner of Public 
Lands, State of Montana; W. B. Morgan, Commissioner of Public 
Lands, State of New Mexico; Ben Cossman, Commissioner of 
Public Lands, State of Wyoming; A. M. Ramsey, Commissioner of 
Public Lands, State of Colorado; Pat Irwin, Secretary, Commis- 
sioners of Public Lands, State of Oklahoma ; Lee 8. Young, Direc- 
tor, State Land Board, Utah. 


The Cuarman,. Our next witness is Mr. J. W. Straker. 

Please come forward, sir, and identify yourself for the record by 
giving us your name, address, and the capacity in which you appear. 

Mr. Korst. Mr. Chairman, I am Ira M. Korst, executive secretary 
of the Ohio Oil & Gas Association. 

The Cuatrman. Do you want to appear in place of Mr. Straker? 

Mr. Korst. With your permission, yes. 

The CuHarrMan. You are recognized, sir. 

Mr. Korst. In order to save your time, we would like to have our 
statement incorporated in the record without our giving it orally. 

The Cuarmman. Without objection, that will be done. 

Mr. Korst. We regret that our president is not here, due to laryn- 
gitis, and we also regret that the Retininaees member of your com- 
mittee from Ohio, Congressman Jenkins, is also ill today. 

The CuHamman. We hope both of them have a speedy recovery, I 
am sure. 

Mr. Korst. Thank you. 

(The statement referred to is as follows :) 


STATEMENT OF THE OnTIO Or, & Gas ASSOCIATION, BY J. W. STRAKER, PRESIDENT 


My name is J. W. Straker. I am president of the Ohio Oil & Gas Association, 
which is comprised of over 800 people engaged in oil and gas production and allied 
activities in Ohio. In addition to being president of the association, I am vice 
president of the Oxford Oil Co., an independent Ohio producing company, which 
is sharing present difficulties with other Ohio producers. 

In opposing imports, I reiterate statements of my three predecessors, Messrs. 
Clyde M. Foraker, Kenneth M. Kew, and W. E. Shrider. I should like to state 
right now that, although all three of these gentlemen presented an excellent state- 
ment against imports, the situation at this time is far more critical than it was 
at the time of previous appearances before your committee. 

Ohio crude oil prices have been cut four times during the past 2 months, largely 
because of the amount of crude inventories on hand, which continue to increase 
in spite of the curtailment of domestic crude production. Last year, Ohio pro- 
duced 5,560,144 barrels of crude oil, an average of 15,233 barrels daily, which is 
a drop in the bucket compared to other producing States. Nevertheless, the value 
of our crude oil to the economy of Ohio exceeded $17 million. With recent price 
reductions, caused by an excess of imported crude and petroleum products, the 
oil-producing industry in Ohio will suffer a loss of over $1 million in 1958. This 
means reductions in Federal income taxes and State ad valorem taxes. It will 








| 
8 
i 
\ 
4) 





1136 RENEWAL OF TRADE AGREEMENTS ACT 


also mean unemployment for some of the 3,500 people employed in oil and gas 
production in Ohio. The seriousness of our situation is self-evident. 

Within the past year or so, refineries which purchase Ohio crude have had to 
ask for import quotas to enable them to compete with refineries processing im- 
ported crudes. This jeopardizes the markets for our crude. We can’t blame our 
purchasers for the situation they find themselves in, which results from lack of 
effective Government regulation of crude oil imports. 

At the moment, recent price cuts, the lack of an assured market, and the aban- 
donment of pipeline facilities in part of the State indicate a sizable reduction 
in Ohio production. Due to present industry conditions, this might be a good 
sign, but if imports increase accordingly, as they did in the week of February 14, 
no amount of curtailment of domestic production will relieve the present over- 
supply. It certainly seems reasonable that, if the domestic producing industry 
is asked to curtail production, the Government should impose a more drastic 
reduction on imports. We have seen what could happen to imports in the brief 
Suez situation. Under the present Arab coalition, our supply of Mid-East crude 
eould again be cut off at a moment’s notice. Recent events in Venezuela also cast 
doubt upon the security of that crude. 

Our membership looks to the Ohio delegation in Congress for relief from a 
situation which is putting domestic producers of crude oil out of business. We 
also hope our Congressmen will give serious consideration to other industries 
suffering equal injury from the free trade policies of the present administration. 
From the evidence at hand, we know that the voluntary import program is not 
successful. We therefore request that Congress act to establish lower mandatory 
limits on the amount of crude oil and petroleum products imported or that a 
sufficiently high tariff be placed upon these imports to put them in fair compe- 
tition with domestic production. Small producers in Ohio do not want a subsidy 


or special favors. They do want a chance to compete for their fair share of the 
market. 


Mr. Korst. I shall be glad to answer any questions that you may 
have. 

The Cuarrman. Are there any questions? 

If not, we thank you, sir. 

Our next witness is Mr. C. E. Brehm. 

Will you identify yourself, sir, for the record, by giving us your 
name, address, and the capacity in which you appear. 


STATEMENT OF C. E. BREHM, PRESIDENT, INDEPENDENT OIL 
PRODUCERS & LAND OWNERS ASSOCIATION, TRI-STATE, MOUNT 
VERNON, ILL. 


Mr. Breum. My name is C. E. Brehm. I am president of the In- 
dependent Oil Producers & Land Owners Association, Tri-State. 

The CHamman. Would it be possible for you to conclude your 
statement in the 3 minutes we have allotted to you, sir? 

Mr. Bren. Yes, sir. 

The Cuarrman. You are recognized, Mr. Brehm. 

Mr. Brena. Mr. Chairman and committee members, my name is 
C. E. Brehm. I live in Mount Vernon, Ill. I am an independent 
producer of crude oil and president of the Tri-State Independent Oil 
Producers & Land Owners Association. Our organization repre- 
sents the small independent producers operating in Illinois, Indiana, 
and Kentucky. 

By way of background, I would like you to know that in 1956, in 
Illinois, independents drilled 80 percent of the total 3,650 oil wells 
drilled; in Indiana we drilled 97 percent of the 607 wells drilled; 
and in Kentucky also independents accounted for 97 percent of the 
total 1,866 wells drilled. 
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We want to continue to do this important job and, in so doing, we 
are helping the economies and tax revenues of these three States. 
For example, our county records show that, during the year 1956, 
Henderson County alone produced 3,168,112 barrels of oil, therefore 
returning to the county over $92,274.88 in road funds and to the State 
almost twice this amount, this being in addition to the annual ad 
valorem taxes. The total 1956 assessed value of oil properties in 
Henderson County was $9,041,625. This oil property paid a total 
county tax in 1956 of $185,353.31, this in addition to the road fund 
tax and State tax. We also feel that we are making an important 
contribution to the National Government and to national security. 

But cheap-to-produce foreign oil imports are supplanting domestic 

roduction with increasingly serious effects in our area. This brief 
tabulation will show what I mean. 


Total numbcr of wells drilled and rigs active in the tri-State area 








Percent 
1956 1957 increase or 
" decrease 
Total number wells drilled: 

SE this bya stowset ss tecugdowtwabdveguusnopesessswentiqns 3, 808 2, 708 —28 
PE titi idincdddudhes aipcadcadhdumodabtvailyabiaidddin 741 699 —6 
STEIN S arc aivcbredeipiaiencdtibinnhinkadhinsind-iees-Detan + beiuis wiiactiahiuel 1, 936 1, 531 —21 
6b bis nica do wipe hn ch «(hid bodbtebnabdbaad 6, 485 4, 938 —24 
Average number rotary rigs active: : i 
| ES a a nailenndamedia Sida 75 50 —33 
Z —33 
—10 
—31 





You can see that the total number of wells drilled is down an 
average of 24 percent from 1956 to 1957. The average number of 
active drilling rigs is down 31 percent. 

On a personal ‘Dasis I have averaged drilling 90 wells per year from 
1947 through 1956. In 1957 I drilled only 68 and im the first 5 
months of my fiscal year, September 1, 1957, to February 1, 1958, only 
26 wells. Further, all our equipment has been shut down since the 
Ist of January 1958 except for the drilling of three wells made nec- 
essary by prior commitment. 

Our company has not yet turned to secondary recovery oil to keep 
our production rates up, but if we and others must do so, it will not 
be very long before exploration is completely halted and no new 
production will be found to replace that being used up at present. 

The chairman of the board of one of the major purchasing com- 
panies of this area recently stated his company intended to spend 
$15 to $20 million constructing a pipeline extension which will bring 
foreign oil from the eastern ochatied to the company’s Kentucky 
refinery—this in spite of statements from the same oil purchaser that 
there is an oversupply of crude oil. It is obvious that there is to be 
a severe and increasing curtailment of drilling and exploration here 
at home. 

Another example of what is happening in our area as a direct re- 
sult of foreign oil imports is the situation explained recently by the 
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assistant treasurer of the Farm Bureau Oil Co., Inc., the largest 
supplier of petroleum products in Indiana. He stated that east coast 
refineries at one time were supplied by domestic crude, chiefly from 
the gulf coast, but as Middle East crude began moving into the east 
coast this domestic crude had to find another market. As a result, 
a large part of this gulf coast crude is now moving into Middle West 
refining areas and thus reducing the demand for [Illinois basin crude. 

An editorial appearing December 19, 1957, in our local area paper 
titled “A Crisis in Our Local Economy” states in part as follows: 

Few people recognize this problem. Locally it is of vital interest because a 
recent reduction in the price of crude oil has an adverse effect on the economy 
of the area. The fear harbored is that the independent producer will cease 
developing new fields under the unfair market and that foreign oil will take 
its place. The effect will be felt in Henderson and surrounding area. 

This situation has created a great amount of serious economic in- 
stability in our area and has been caused directly by unreliable Middle 
East crude oil imports. 

Men responsible for discovering crude oil reserves cannot afford to 
spend their money in this seit business of looking for new oil 
reserves unless they can sell their product already discovered. Un- 
less you find this oil you do not have an oil reserve, and that is where 
national security comes in. It is only the oil that we know is there 
that can be counted on in times of national emergency. 

In conclusion, it is our belief that when Congress recognized this 
problem and set forth a provision for relief in the 1955 Trade Agree- 
ments Act it intended this law to be used. It has not been used yet. 
It is our hope that the Congress will now take more positive action 
and thus prevent our domestic industry from being drowned in a 
flood of imports. 

Thank you. 

The Cuatrman. Mr. Brehm, we thank you, sir, for coming to the 
committee and giving us the benefit of the views of your organization. 

That concludes the call of the calendar, and without objection the 
committee adjourns until 10 a. m. tomorrow. 

(Thereupon, at 1 o’clock p. m., the committee adjourned, to re- 
convene at 10 a. m., Wednesday, March 5, 1958.) 
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WEDNESDAY, MARCH 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, the Honorable Wilbur D. Mills 
(chairman) presiding. 

The Cuatrman. The committee will please come to order. 

Mr. Marshall Ballard, Mr. Dwight Grady, and Mr. Patrick Healy. 
Will you gentlemen come to the witness table ¢ 

Do you intend to divide the 20 minutes among your selves? 

Mr. Heaty. Yes, sir. 

The CHatrman. Do you want to be first ? 

Mr. Heaty. Yes, sir. 

The Carman. Please identify yourself for the record by giving 
us your name, address, and the capacity in which you appear. 


STATEMENT ON BEHALF OF THE NATIONAL CONFERENCE OF COM- 
MODITY ORGANIZATIONS, BY PATRICK HEALY, NATIONAL MILK 
PRODUCERS FEDERATION; MARSHALL BALLARD, AMERICAN 
TUNG OIL ASSOCIATION; AND DWIGHT GRADY, CALIFORNIA FIG 
INSTITUTE 


Mr. Heaty. My name is Patrick B. Healy. I am the assistant 
secretary of the National Milk Producers Federation, with offices 
at 1731 Eye Street in Washington. 

The CuHatrrman. How much of the 20 minutes do you want to con- 
sume, Mr. Healy ? 

Mr. Heaty. I think about 10. 

The Cuatrrman. Allright. You are recognized, sir. 

Mr. Hearty. Mr. Chairman, the National Milk Producers Federa- 
tion is a federation of over 800 dairy cooperatives, all dairy farmer 
owned and controlled. These cooperatives have a membership in 
excess of 500,000 dairy farm families, and they are located in all 
of the 48 States of our Nation. 

The policies of the National Milk Producers Federation are de- 
veloped at an annual meeting each year at which representatives of 
these 500,000 farm families gather to discuss the things which affect 
them as milk producers. At our recent annual convention and at 
many preceding the last one, we have developed policies on foreign 
trade. In brief, these policies state three things: 
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First, that the federation and its membership does favor inter- 
national trade and favors the development and expansion of such 
trade. However, we feel that foreign trade policies should not 
adversely affect the domestic agricultural economy. 

Second, we feel that the authority in existing law relating to foreign 
trade and foreign trade policies should be strengthened insofar as 
the control of imports of dairy products in concerned. 

Third, we think that all of our foreign trade policies should be 
so developed as to minimize the dangerous or deleterious effect of that 
policy upon our domestic economy. 

We have these beliefs and these policies for several reasons. 

First of all, we feel that an adequate supply of milk is absolutely 
necessary to this country, and we feel that we should be assured of 
methods, means, and laws under which we can develop and main- 
tain an adequate supply of milk. In this connection, it is important 
to know that dairy production cannot be redeveloped overnight. If 
dairy production were allowed to slip beyond what is necessary to 
feed our country, it would be quite difficult and quite a long precess 
to redevelop that production to the extent that it could meet the 
demands that are made on it. 

Right now, dairy farmers are faced with an economic squeeze, a 
cost-price squeeze, which they have met to some degree, by produc- 
ing in as efficient a manner as they can on their farms. This has re- 
sulted in a slight surplus of milk and dairy products in this country. 
Today we produce about 4144 percent more milk than we can sell 
commercially here in this country or commercially abroad. 

The price that dairy farmers receive for their milk is supported 
by Government price-support programs. We feel that these price 
supports are below the level necessary to sustain the dairy industry 
in this country. However, even at these low levels which have re- 
sulted in the current cost-price squeeze, dairy products in this country 
sell for considerably more than they sell for on the world market. 

Take butter, for instance. In New York the support price for 
butter is 6014 cents a pound. The Commodity Credit Corporation 
has offered some of this surplus butter production on the world mar- 
ket at 39 cents a pound. Very, very little of it has moved at this 
reduced level. Therefore, we know that there is at least a disparity 
of 20 cents between world market prices and domestic prices. 

This is one of the problems that relate to imports of dairy products. 
If an importer can realize a substantial profit on every pound of 
product he lands here and that profit is returned to him in American 
dollars, certainly this is an attractive market for butter which is 
produced any place in the world. 

I have chosen butter to talk about because it is the thing that most 
of us understand the best. But this same general price relationship 
applies to all dairy products which are manufactured here and to those 
which are manufactured abroad and attempted to be imported into 
this country. 

Our membership does not believe that we should take the surplus 
production which we have in this country and dump it on the world 
market in such a way that it would demoralize the world market for 
butter. We are no more interested in lowering world dairy prices 
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than we are in lowering our own domestic dairy prices. However, we 
feel that we are entitled to a fair share of the world market. We also 
feel that there are ways for the United States to go into deficit dairy 
markets in the world and develop those markets, even though we know 
full well that many of these new markets will be lost to us and picked 
up by other dairy-producing nations. 

We know that there are more people in the world to drink milk than 
there is milk for them to drink. For instance, I was surprised to learn 
last week that the Republic of the Philippines now has an annual per 
capita consumption of milk which could fit in one of these glasses: 3 
ounces. When you measure that against our per capita consumption 
here of some 700 pounds, the need for milk abroad is demonstrated in 
a fantastic manner. 

Imports of dairy products are controlled under section 22 of the 
Agricultural Adjustment Act. Section 22 is designed to do a job, and 
the law itself is written so that the job can be reasonably handled. 
However, the procedures under section 22 are ponderous and cumber- 
some. So much so that, whenever we are faced with threats of imports 
and damage to our domestic agricultural economy from products pro- 
duced abroad, substantial damage is often done before the machinery 
under section 22 of the Agricultural Adjustment Act can be put into 
operation to stop it. 

For instance, in January 1956, there were landed in New York 468 
pounds of butter oil. Butter oil is practically all butterfat, which is 
one of the prime constituents of milk and, incidentally, the most 
expensive part of it. This was only a pilot shipment. As soon as the 
importers discovered that the Customs Service would assign butter 
oil on its import sheets, in such a way that it could come in without 
regard to section 22 quotas, they immediately shipped over 2 million 
pounds into this country. 

We started the process to stop the importation of butter oil. That 
process requires us to go to the Department of Agriculture and con- 
vince the Secretary that he should ask the President to ask the Tariff 
Commission to hold hearings so the commission can inform the Presi- 
dent of its findings and the President can issue proclamations. All 
of that takes time, and in this case it took considerable time. Before 
we got the proclamation issued by the President, there were, as I said, 
over 2 million pounds of butter oil imported. 

Here, again, the proclamation is a document of words and limits 
the import only of those items which are covered by the actual words 
written into the proclamation. In this case, it limited the imports of 
butter oil itself. 

No sooner had. the proclamation been issued than these same 
importers found that they could alter butter oil slightly by adding 
8 percent sugar to it and make it still salable in this country. They 
immediately started importation of this new product, which they 
called exylone. We had to go through the whole process again. We 
had to go to the Department of Agriculture, get them to get the Secre- 
tary to go to the President, get the President to go to the Tariff Com- 
mission, have the Tariff Commission hold hearings, get them to issue 
a finding to the President, and get the President to act on that finding. 
And now we have exylone excluded from imports. 


24093—58— pt. 1 —T72 


ede 











1142 RENEWAL OF TRADE AGREEMENTS ACT 


But in the process of all this, some 9 million pounds of exylone were 
imported into this country. The result was that the Department of 
Agriculture, the Ceummotity Credit Corporation, sustained losses 
under the price-support program of approximately $5 million more 
than would have been the case had this machinery not been so ponder- 
ous and cumbersome to operate. 

We therefore need a new mechanism to control imports of dairy 
products. A bill has been introduced by Representative Katharine St. 
George of New York just yesterday. The bill number is H. R. 11099. 
This bill does 2 or 3 things which will change the procedures to control 
imports of agricultural commodities: 

It broadens the criterion under which the Government must take 
action when imports threaten domestic agriculture. Under section 22, 
the Government can act only when imports threaten some Government 
operated program. H. R. 11099 broadens the criterion to include action 
when imports would threaten either Government programs or the 
domestic agricultural economy. 

The reason for this is that there is little reason to control imports 
only when the Government is in + hep sha in support of the pees of a 
commodity. The way it is now, if we were ever to get out of this sur- 
ree condition, to the point where CCC was not longer responsible for 

uying surplus dairy products, immediately import controls would 
come off. This country would then be flooded with foreign produced 
dairy products, thereby creating another surplus condition, and there- 
by putting CCC right bathe into surplus disposal operations. 

The second thing H. R. 11099 does is to assign quotas instead of 
relying upon a proclamation process. These quotas would operate 
for the dairy industry as follows—and these gentlemen who participate 
with me here and will follow me will talk to you as to how they affect 
their commodities. 

Mr. Grecory. Mr. Healy, you have consumed ten minutes. Do you 
desire to continue further ? 

Mr. Heaty. Yes, sir; I would like to. 

Mr. Grecory. All right. 

Mr. Heaty. We have divided milk into its prime constituents: the 
solids nonfat and the butterfat. We hope that the Secretary of Agri- 
culture under this new legislation woul assign quotas for a certain 
amount of fat that could come in each year and regardless of the form 
in which for a certain amount of nonfat solids which could come in 
each year, those commodities, those parts of milk, arrived. 

We have done that for one reason only. Quotas now are established 
on specific products such as designated cheese. The proclamation 
allows Italian-type cheese to come into this country in a certain volume 
in original loaves. The importers, in order to get around that procla- 
mation, merely cut the cheese in two, then it is not subject to quotas. 
If we had quotas established on the constituents of milk, that is, on 
nonfat solids and butterfat, no matter how it came in the cut loaves of 
cheese would be subject tothe quotas. We think that is very important. 

Those are the two principal provisions of H. R. 11099. 

I have one more thing ft would like to talk about, and then I shall 
be finished. 

Almost every time foreign trade policy is discussed before this 
Congress, there is considerable agitation on the part of the adminis- 
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tration to secure congressional approval for participation by the 
United States in the General Agreement on Tariffs and Trades and in 
the Organization for Trade Cooperation which would be established 
for the administration of GATT. 

We believe—and by that I mean the dairy farmers who set the poli- 
cies of our National Milk Producers Federation—that it is most im- 

ortant to keep the supervision and the regulation of our foreign trade 
in the hands of the Congress, to whom it is assigned by the Constitution, 
and that the delegation of this power to a group of some 35 foreign 
nations, who do not have our best interests in mind, certainly should not 
be allowed. 

In that respect, we would like to see a caveat in any extension of the 
foreign trade bill which would preclude any possibility that its enact- 
ment indicated approval by Congress of GATT. As to the current 
bill under consideration, we think that two things should bedone. The 
additional tariff cutting powers that are asked for in the bill should 
be deleted, and certainly the authority of the President to enter into 
trade agreements should not be extended for more than one year. 

That completes my statement. 

Mr. Chairman I would like to have a formal statement which I have 
prepared filed for the record. 

Mr. Gregory. Yes, it will be incorporated in the record. 

(The statement is as follows. ) 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY OF THE NATIONAL MILK 
PRODUCERS FEDERATION 


The National Milk Producers Federation is a national farm organization. It 
represents over half a million dairy farmers and some 800 or more dairy coopera- 
tive associations which they own and operate and through which they act to- 
gether to process and market at cost the milk and butterfat produced on their 
farms. 

The federation reflects a composite viewpoint of dairy farmers located in all 
of the 48 States. Our bylaws require that at least 75 percent of our board of 
directors must be active dairy farmers. The remainder of the board is made 
up of managers and officials of dairy cooperatives which in turn are owned and 
controlled by the dairy farmers they serve. 

Practically every form of dairy product produced in the United States in sub- 
stantial volume is produced and marketed through cooperative dairy plants 
represented by the Federation. 

The policies of the federation are determined at annual membership meetings. 
These meetings are attended by some 1000 or more dairymen from all parts of 
the Nation. The delegates are selected locally, primarily on the basis of their 
leadership and interest in the dairy field. Every State in the Union and the 
various forms in which milk is processed and marketed are represented on our 
general resolution committee, which consists of approximately 130 members. As 
a result of this broad representation, the federation’s policies provide an accurate 
cross section of the thinking of the American dairy farmer. 

The federation for many years has been deeply and seriously concerned with 
matters of foreign trade insofar as they relate to dairy products. The very 
existence of the dairy industry in this country depends on effective controls 
against a destructive level of dairy-product imports. 

We believe, sincerely, that had the federation not accurately presented the 
danger to Congress, and had Congress not acted in our behalf, our domestic source 
of supply of milk and dairy products would by now have been seriously impaired. 

There has never been a time in the history of the Nation when it was more 
important to have within our own shores the capacity to produce adequate 
supplies of such essential foods as milk and butterfat. 

We would only be fooling ourselves if we did not recognize the fact that in the 
event of war an offshore source of supply of dairy products would be most uncer- 
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tain and unreliable. Should our domestic source of supply be displaced to any 
substantial extent by excessive imports it would require several years to redeyelop 
it to meet our needs. 

Agriculture is an important segment of the national economy, and dairying 
is au unportant segment of our agricultural economy. It is most important that 
the ecouvmic stability of dairying be not jeopardized by excessive imports of 
dairy products. 

Dairy farmers are in a serious economic squeeze, and their economic status, 
like that of agriculture generally, is out of balance with the rest of the economy. 

Une of the thi.gs we iearned from the depression of 1929 was the important 
bearing which the purchasing power of farmers, or the lack of it, has on the 
econowy of the Nation as a Whovie. 

There is a striking similarity of pattern between the beating down of farmers’ 
prices that precedeu the depression of 1929 and the beating down of farmers’ 
prices auring the past few years that has preceded the current downturn. 

Hourly returns tor dairy farmers in the 3 test areas reported by the Vepartment 
of Agriculture are 43 cents in eastern Wisconsin, 52 cents in Western Wisconsin, 
and iv cents in the Centrai Northeast. ‘these returns are based on support 
prices for butter in New York of 6042 cents per pound; cheese, 30 cents per 
pound; and nonfat dry miik, 16 cents per pound. 

Contrasted with these prices are the export prices of Commodity Credit Cor- 
poration vt SY celts per pound for butter, 22 cents per pound for cheese, and 9.9 
celts per pound for nontat dry milk. ‘hat woria prices are actually lower than 
these ugures 1s indicated by the small volume of CCC stocks moving into world 
truue al tuese prices. 

‘4 hus it is apparent that there is a price differential between our domestic prices 
anu worid prices which would result in a destructive level of imports if effective 
Ccontrois are LOC Maintained. 

‘hese price difierentiais result from the higher standard of living maintained in 
this Couutry and from higher wages paid labor, wiich goes into the cost of 
production and aiso into the cost of the things that farmers buy. 

A scock argument in favor ot free traue is that American eiiciency will offset 
lower Wage rates and lower living stanaards of competing foreign nations. ‘Lhat 
lnuy be true in sume highly mechanized industries. in the dairy industry, the 
price disparity noted above exists in spite of all the advances that have been made 
in efficieucy and mechanization. 

Anvuther argument frequently made is that dairy exports exceed dairy im- 
ports. While we are grateful for such dairy exports as we have, the volume 
is relativeiy smali and practically all of the exports are either giveaways or sales 
at reuuceu prices through CCC. 

It requires only a moment’s thought to realize that, with the sharp price 
disparily that exists, any relaxation of import controls would result only in a food 
of dairy luuports without any corresponding increase in columercial dairy exports. 
We ago hot believe the American dairy industry should be traded olf to permit 
some other imuustry or some other segment of agricuiture to ship more of its 
preuucts abroad. 

We are not opposed to foreign trade. On the contrary, we believe that every 
effort shouid be made to deveiop a beneficial foreign trade. Beneticial foreign 
traue resuits when nations trade those things which they want and need and 
which they can put to a constructive use. We are unable to See anything bene- 
ficial in foreign trade through which we acquire products which we do not want 
anu do not need and which merely add to the already heavy burden of our own 
surpius. Neither Go we see anytilng beneficial in a level of imports which 
wouid undermine one of our most important and essential segments vf American 
agriculture. 

As long as living standards in this Nation remain high and a substantial price 
disparity exists between domestic and world prices, it is obvious that effective 
impurt controis mbiust be maintained to regulate the volume of dairy products 
comlbyg into this country, and that export prices must be adjusted Lo the wurid 
levei tur those proaucts to be moved abroad. 

In that connection, the federation has never recommended that our surplus 
dairy products be dumped into world trade in such a manuer as to disrupt the 
worid market. 

We do believe, however, that this country should insist upon moving into 
world trade, at competitive world prices, a volume of agricultural products 
equal to our fair share of the world market. 
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We believe, also, that this country need not and should not apologize for 
protecting its own agricultural economy and enterprises from a destructive 
level of imports. 

The federation has never asked for permission to ship dairy products into 
a foreign nation at levels which would undermine or destroy the dairy industry 
of that Nation. It is time that other nations accorded us the same courtesy— 
and it is time that this country insist that they do. 

We would like at this point to call attention to the testimony recently given 
the Subcommittee on Foreign Trade Policy by Dr. John H. Davis, of Harvard 
University. He recommended that our foreign-trade policy recognize the price 
disparities which exist and are likely to exist for some time with respect to 
our agricultural products, and that we make section 22 of the Agricultural Ad- 
justment Act a part of our foreign-trade policy. 

In this connection we would like to call to your attention, also, the weak, 
apologetic, and uncertain waiver which the State Department entered into with 
the GATT nations. In effect, the waiver takes the position that the use of 
section 22 import controls, even though authorized by Congress, is a violation 
of GATT, and that this country can use such controls only at the sufferance 
of the other GATT nations. 

One of the considerations bearing on the waiver was the fact that prices for 
agricultural products in this country are being reduced to the minimum levels 
permitted by law. 

Thus, in effect, we have the GATT nations undertaking to say to us that 
the American Congress cannot control our own foreign trade except with the 
consent of the GATT nations, and that we may not be able to get that consent 
if we do not adjust our domestic agricultural prices to suit their wishes. 

This condition is bad enough now, but we fear it would be greatly aggra- 
vated if Congress should ever give its approval to GATT or to an international 
trade organization, such as OTC, to administer GATT. 

We recommend that any legislation extending the authority of the President 
to enter into trade agreements bear a caveat against approval of GATT similar 
to those which have been attached to other legislation of this character. Such 
a caveat informs foreign nations that Congress still retains its constitutional 
power to regulate the foreign trade of the United States. 

We recommend that authority to negotiate trade agreements be limited to 
1 year, and that authority for additional tariff-cutting powers be deleted from 
the bill. 

Actually, in the case of dairy products, tariff cuts already made, coupled 
with inflation and currency devaluation, have rendered the current tariff rates 
ineffective. As a result, we have been compelled to turn to import quotas to 
prevent a destructive level of imports. It is our belief that import quotas are 
the most practical way to control imports. 

Their big advantage is that they are definite and certain, and the volume to 
be admitted can be accurately planned. Imports of a known volume, we believe, 
cause less harm on the market than a similar volume coupled with uncertainty 
as to what the total amount might be. 

A proposal for dealing with excessive imports of agricultural commodities 
has been developed by the National Conference of Commodity Organizations. 

The NCCO is composed of 36 commodity organizations, all representing pro- 
ducer interests, which have banded together for the purpose of developing a 
united policy on matters of common interest such as our domestic agricultural 
programs and those foreign trade policies which may adversely affect our do- 
mestic agriculture. 

The NCCO bill has been introduced by Representative Katherine St. George 
as H. R. 11099. It would amend the Trade Agreements Extension Act of 1951 
by adding a new Title II. 

The bill would authorize the Secretary of Agriculture to use import quotas 
to protect the agricultural policies of Congress and the agricultural programs 
authorized by Congress against a harmful level of imports. 

It would not restrict imports which do not adversely affect the agricultural 
policies of Congress, nor would it permit import quotas to be set below the 
minimum levels now provided by section 22 of the Agricultural Adjustment Act. 

It proceeds on the theory that determinations of import levels, insofar as such 
imports affect agriculture, should be made by the Secretary of Agriculture. It 
then authorizes the President to permit additional imports in the interest of 
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ony + Ste foreign relations or other considerations which affect the Nation 
as a whole. 

Since imports in excess of the level set by the Secretary would be harmful 
to the domestic commodity or product affected, the Commodity Credit Corpora- 
tion would remove a corresponding amount of such product from the domestic 
market, thus offsetting the harmful effect of the additional imports. The cost 
of this would be charged to the foreign trade, foreign relations, or other pro- 
gram served by such additional imports. 

The bill provides for import quotas on butterfat and nonfat milk solids with- 
out regard to the form, combination, or mixture in which they may be. This 
is designed to prevent circumvention of quotas by imports of variations of a 
product under new names. It is anticipated that other commodities may offer 
additions to this section to cover their specific needs. Proposals relating to 
the production of tung nuts are now under consideration. It is also antici- 
pated that commodities for which this program may be impractical may offer 
amendments to exclude such commodities. 

Mr. Grecory. Does either of your colleagues desire to make a state- 
ment or put a statement in the record ? 

Mr. Batiarp. Yes, sir. 

Gentlemen, my name is Marshall Ballard, Jr. Iam president of the 
American Tung Oil Association, and a tung grower in my own right. 
I appear before you today on behalf of the American tung industry, 
concerning the very grave effect which imports of foreign tung oil have 
had and are continuing to have upon our tung industry here in the 
United States. 

The remedy which has been and is now available to us, under section 
22 of the Agricultural Adjustment Act, for controlling these imports 
has proved time and again to be entirely inadequate and too belated to 
provide any effective relief. 

From hard earned, firsthand experiences, we have come to discover 
first of all that section 22 leaves entirely too much to the discretion of 
those agencies in the executive branch, to which the authority is dele- 
gated, to decide whether or not to impose the necessary import re- 
strictions. Secondly, and by no means of any lesser importance, is the 
fact that the process provided by section 22 for obtaining relief from 
imports contains so much lost motion that by the time the remedy may 
have been applied the patient has long since expired. 

To explain briefly, as perhaps you gentlemen already know, accord- 
ing to section 22 of the Agricultural Adjustment Act, whenever the 
Secretary of Agriculture may determine that imports of an agricul- 
tural commodity from abroad are interfering, or are likely to interfere 
with the functioning of any support program on a like commodity 
domestically produced, the Secretary shall have the right to request 
the President to request the Tariff Commission to conduct an investi- 
gation, in order to determine to what extent the importation of the 
foreign produced commodity may be interfering with the support 
program on the domestic product, and to make appropriate recom- 
mendations for dealing with the situation for the President’s further 
consideration. 

The Tariff Commission then usually sets a date for a hearing of evi- 
dence from all sides of the question. After the hearing, the Tariff 
Commission takes the whole matter under study and eventually comes 
forth with its findings and recommendations to the President. 

The President is free to accept or reject the recommendations of 
the Tariff Commission and usually takes the recommendations under 
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advisement, pending his final decision as to whether to accept the 
Commission’s recommendations and order the imports curtailed along 
the lines recommended or otherwise, or to reject the recommendations 
entirely and refuse to order the imposition of any restrictions on the 
imports. 

he foregoing procedure is a most cumbersome one at best, gentle- 
men, for dealing with the problem of adequate control of imports to 

rotect American agriculture. 

We in the American tung industry have found from sad experience 
that an enormous amount of time elapses between the time the industry 
petitions the Secretary of Agriculture for help and the time when 
definitive action may be forthcoming. Representatives of many other 
segments of American agriculture tell us that their experiences with 
section 22 are the same as ours. It is needless to impose upon your 
time and patience at this point to name some of these other agricultural 
industries, as representatives of some of these other industries have 
already testified, and I understand that others will follow me with 
their own testimony on the subject. 

From our experience with tung oil imports and from an exchange of 
like experiences with producers of other agricultural commodities 
grown in the United States, so long as the importations of foreign 

roduced commodities are permitted to continue into the United States 
in unrestricted amounts and in an improperly controlled fashion, any 
support program on a similar domestically produced commodity serves 
merely as an umbrella over the producers of the foreign commodity 
and actually tends to lower United States market prices on the domes- 
tic commodity. That this is so is due to the fact that in the absence of 
adequate import controls, the producers of the foreign commodity 
sell in the United States market at just a shade under the prices at 
which the domestic product is offered until eventually practically all 
of the domestic product is forced off the market and into the hands of 
Commodity Credit Corporation. 

This is exactly what has happened in the case of the last two suc- 
cessive tung crops, those of 1956 and 1957, and what is almost certain 
to happen again and again and again in the future unless the Con- 

ress sees fit to strengthen section 22 or provide other legislation to 
deal more realistically and adequately with the control of imported 
tung oil. 

Then there is another angle to the problem, that which arises out of 
the time-consuming process for dealing with the control of imports as 
provided by section 22. To illustrate, I will cite another example from 
our industry’s own recent experience. 

Early last year, when tung oil imports had reached the point where 
they had forced alarming amounts of the 1956 domestic oil crop into 
the CCC loan, our industry petitioned the Secretary of Agriculture 
for help under section 22. Miter giving our request some study for 
5 or 6 weeks, the Secretary in late March of last year asked the Presi- 
dent to request the Tariff Commission to conduct an investigation into 
the matter. The President did so, and instructed the Commission to 
report to him on its findings with appropriate recommendations. 

Accordingly, the Commission set a hearing for early last May. The 
hearing was held, and about a month later, in early June, the Com- 
mission reported to the President that continued unrestricted imports 
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: of tung oil into the United States were almost certain to interfere 
| seriously with the support price program in effect on domestic oil, and 
recommended a 3 cents per pound tariff on foreign oil imported into 
the United States, as a means of coping with the situation. The Com- 
mission’s report and recommendations to the President were in early 
June, mind you, gentlemen, some 3 or 4 months after the industry first 

asked the Secretary of Agriculture for help under section 22. 
It was not, however, until the following September 9 that defini- 
tive action on the Tariff Commission’s report and recommendations 
was taken by the White House, in the form of a quota on imports 
of tung oil from Argentina and Paraguay upon a 3-year basis, after 
much trading and jockeying back and forth by the White House with 
our own State Department and with the Embassies of Argentina 

and Paraguay. 
Final action was thus effected on our industry’s plea for help against 
) unreasonable imports some 6 to 7 months after the plea was originally 
made. It came too late to do much good because the producers of 
Argentina and Paraguay, anticipating that import controls might be 
forthcoming eventually, hurried to dump over 30 million pounds of 
tung oil on the American market between November 1956 and Sep- 
tember 9, 1957, when the controls went into effect. This terrific flood 
; of excessive dumping, when coupled with stocks already on hand in 
i the United States privately and with CCC, has had the United States 
, | tung oil market completely demoralized and paralyzed ever since. 
In fact, because of the dumping of excessive amounts of foreign tung 
| ) oil on the United States market last year, on account of the delay in 
: placement of the necessary import controls into effect under section 
i 22, we now have on hand well nigh a full 2 year’s supply of oil in 
) the United States, and domestic oil from the 1957 crop is practically 
) all going into the CCC loan, as did the 1956 crop, because of uncon- 
trolled imports—a ridiculous situation, indeed, gentlemen, when you 
consider that our domestic production of tung oil does not nearly 
equal the annual United States consumption. 

I might add that the annual quota on the 3-year basis referred to 
above, that was finally announced by the White House, is 26 million 
pounds of tung oil. It is nearly twice as large as that recommended 
by the industry in its brief to the Tariff Commission, and also con- 

. siderably in excess of the quota recommended by the Department of 
Agriculture to the Tariff Commission as being a quota conceived 
to deal reasonably and realistically with the situation. To us in the 
industry it was just a case of how the foreigners, aided and abetted 
by our own State Department, had come off with the better end of 
the trade. This is but another of many examples, gentlemen, of how 
t too much discretionary authority can play hob with an American 
) industry. 
1 I might say here, gentlemen, that we hope that political develop- 
' ments within the last 2 weeks in Argentina may convince our State 
Department that the favor of foreigners courted at the expense of 
our own people cannot be depended upon as a sound approach to or 
) solid basis for friendly foreign relations. 
i In order to cope with situations like the above, we are in full 
tT support of the legislation which the National Conference of Com- 
modity Organizations is proposing to your committee. This pro- 
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_ legislation, which is known as title II to the Trade Agreements 
xtension Act of 1951, if enacted, would be a substitute for section 
92 of the Agricultural Adjustment Act. We firmly believe it would 
deal much more ademas with the import problems not only of 
our own industry, but of many other segments of American agri- 
culture as well. 

Briefly, gentlemen, the legislation we are proposing here sets forth 
certain criteria for judging and basing the need for and timing of 
the placement of controls on the importation of competitive foreign 
agricultural commodities into the United States, in order to protect 
our domestic production. These criteria are meant to serve as guide- 
lines, so to speak, for determining if and when the controls provided 
for shall go into effect. 

In the case of tung, we are offering a proposal which would au- 
thorize and direct the Secretary of Agriculture to make a determina- 
tion, prior to the commencement of each marketing year on Novem- 
ber 1, of the anticipated volume of demand for tung oil during the 
ensuing year, together with the estimated supply of oil on hand in 
the United States to meet that demand. The estimated supply shall 
take into account all domestic warehouse and mill stocks in public 
and private hands, as well as stocks to be milled from the current 
domestic crop. 

After weighing anticipated demand against estimated domestic 
supply from all sources, the Secretary shall then, but only then, es- 
tablish an overall quota for imports of oil from all foreign sources, 
the total amount of which quota shall not exceed in any year the 
difference between the anticipated domestic demand and the visible 
domestic supply plus an amount, not to exceed 25 percent of the 
anticipated demand, to provide for a safe and reasonable carryover. 
Any quota thus established shall be allocated upon an equal quarterly 
basis, in order to avoid interruption of the orderly marketing of 
the domestic supply. 

Finally, the proposal authorizes the President to permit the entry 
into the United States of additional imports over oak above the quota 
calculated according to the above formula, should the President see 
fit to do so for reasons of national defense or for the general public 
welfare, etc. In this event, however, the Secretary of Agriculture, 
through the Commodity Credit Corporation, is directed to purchase 
and remove immediately from the domestic market an amount of 
oil equivalent to the amount of the additional imports permitted by 
the President to enter the country, and the funds necessary to make 
such purchases shall be charged to appropriations for the specific 
project or projects intended to be served by the President’s permit. 

The Cuarrman. Mr. Ballard, how much more time will it take for 
you to complete your statement ? 

Mr. Batiarp. About one more minute, Mr. Chairman. 

The CuarrmMan. You gentlemen have had 30 minutes. 

Mr. Batxarp. Just one more minute, if I may, sir. 

The Cuarman. All right. 

Mr. Bauiarp. We feel that this last stipulation is fair and reason- 
able, in that it gives the President the flexibility and leeway neces- 
sary to meet any national need in the future. On the other hand, 
should such a need arise, such as national defense, American agri- 
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culture, as just one segment of our national economy, would not be 

nalized with the whole cost of meeting the need with additional 
imports. The American people as a whole would share the cost. 
We do not believe that our United States can afford to permit these 
We feel that this would be only just and proper. 

We need protection from unreasonable and disorderly dumping of 
cheap foreign commodities on the United States market, if America 
is to maintain its independent position relative to its sources of supply 
of many of its eentiablente, fibers, and other industrial raw materials, 
We do not believe that our United States can afford to permit those 
domestic sources of supply tc dry up under the heat of unfair com- 
— from cheap foreign commodities and become dependent upon 

oreign sources for these materials. 

We believe that you gentlemen and the great majority of our fellow 
Americans share our feeling on this score, and our feeling that all of 
America’s productive resources must be kept healthy and strong; that 
rat less, in the face of the present world upheaval, would be utter 

olly. 

We trust, therefore, gentlemen, that you will give the legislation 
which the National Conference of Commodity Organizations is pro- 
posing here for the more adequate protection of American agriculture 
a thoughful consideration, and that you may see fit to give this 
egislation a favorable committee report. 

In closing, let me take this opportunity to express to all of you our 
grateful thanks and appreciation for affording us this opportunity to 
appear before you and explain our difficulties and needs at first hand 
to you. 

Thank you again, gentlemen. 

The Cuatrman. Are there any questions? 

Mr. Reed. 

Mr. Reep. Where is most of the tung oil in this country produced 
now ? 

Mr. Baar. In the deep South, Mr. Reed, and mainly the six 
coastal States. 

Mr. Reep. Describe the character of this tung oil, will you please? 

Mr. Bauxarp. This is an oil that is produced from a nut that grows 
onatree. Itisavery high quality oil with fast drying properties, and 
is used extensively in paints and varnishes and high quality protective 
coatings. It is also used extensively by the electrical industry and by 
the rubber goods and waterproofing industry. 

Mr. Reep. And our greatest competition in tung oil comes from 
what country ? 

Mr. Bauxarp. Today, from Argentina and Paraguay, mainly from 
Argentina. 

Mr. Reep. Thank you very much. 

The Cuarmman. Arethere any further questions? 

Mr. Simpson will inquire. 

Mr. Smupson. Gentlemen, you have brought into the picture here, 
as far as I know, a little bit different slant. I had been led to believe 
that the operation of the relief provisions, generally called section 22, 
under the Agricultural Adjustment Act, was working with a high 
degree of ene and satisfaction. I was led to believe that we got 
quick action in behalf of those who sought relief under that provision 
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in the law. In fact, we were told that 34 cases presented to the Presi- 
dent resulted in favorable action to the applicants in 31 cases. 

In addition to that, in 1953, Congress, in order to give the farmers 
a high degree of protection, authorized the President to take immediate 
action without awaiting the outcome of a Tariff Commission investiga- 
tion, and thereby avoid such a thing as Mr. Ballard referred to with 
respect to tung oil, or it could be cheese or anything else, under which 
the relief provisions are exercised. 

We are referring to these instances where the Government provides 
a support price for the American product and where, unless imports 
are limited, they may come in and affect or interfere with Government 
sponsored agricultural programs. Now, you are telling us that not- 
withstanding that specific provision of law in 1953, we delay and go 
through the time-consuming Tariff Commission investigation, while 
in effect the horse is being stolen. 

Mr. Hearty. That is right. 

Mr. Batuarp. That is exactly right. 

Mr. Simpson. Then, with respect to tung oil, I understand, when 
the relief is finally determined upon, the amount recommended by the 
President, the amount directed by the President, is far less than that 
which the Tariff Commission had advocated. Is that right? 

Mr. Batxarp. Mr. Simpson, the Tariff Commission, as I said in this 
testimony, after the last hearing did not recommend a quota. It came 
out with a recommendation for a 3-cent tariff. The White House 
saw fit, for one reason or another, to change over to the quota form 
of control, and set a quota into effect that was considerably over even 
what the Department of Agriculture had recommended, to say nothing 
of what our own industry had recommended as being adequate. 

Mr. Srmpson. Be that as it may, your industry had asked them 
for a quota. 

Mr. Batuarp. That is right, sir. 

Mr. Simpson. And the quota recommended by the President was 
greatly in excess of your request. 

Mr. Bauuarp. Nearly twice as much. 

Mr. Sumpson. Is the result one which permits the importation now 
of tung oil, such as will in your judgment continue to interfere with 
the operation of this Government-sponsored agricultural program ? 

Mr. Bauxarp. I think it will, sir. 

Mr. Stmpson. Do you have any doubt about it? 

Mr. Batiarp. I have no doubt it will, the way the stocks have piled 
up, particularly with the imports that were let in on account of the 
great delay last year that took place. 

Mr. Simpson. Then, is it fair to say that with regard to this Govern- 
ment-sponsored agricultural program, we are permitting imports to 
interfere with it ? 

Mr. Bauuarp. That is correct, sir. 

Mr. Stwpson. Does that apply with respect to cheese ? 

Mr. Heaty. Yes, sir; it does. As long as we are in a surplus position 
here in this country as regards milk, every pound of it that comes into 
this country results in an additional pound which the Government 
must buy. 

The results of section 22 in the operation of the dairy industry are 
fairly good, but the ponderous machinery that must be put into opera- 
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tion to result in a quota is so slow that as soon as a loophole in one 
of these proclamations is found, as was demonstrated last year, many 
millions of pounds of fat can be shoved through it before the thin 
can be closed. That resulted, as I said in some $5 million of additional 
cost to the CCC in just one case. 

Mr. Stupson. Which is paid for by the American taxpayer. 

Mr. Heaty. Yes, sir. 

Mr. Srmpson. Incidentally, is the bill which Mrs. St. George has 
introduced, your recommendations for amendments to the section 22, 
or is it a substitute, or what ? 

Mr. Hearty. It is a substitute for section 22. We suggest, Mr. 
Simpson, that this bill be made title II of the Trade Agreement Exten- 
sion Act so as to make it a part of our foreign policy, so people abroad 
will know that our domestic agricultural economy is a part of the 
thinking that goes into trade agreements. 

Mr. Srwpson. You understand that so far as GATT is concerned, 
it is only by their permission that we are remaining members of GATT 
and at the same time utilizing section 22 of the Agricultural 
Adjustment Act for our relief. 

Mr. Heaty. Yes, sir. There is a waiver which they have given us 
as regards section 22. 

Mr. Srupson. It may be withdrawn at any time that they see fit to 
withdraw it. 

Mr. Heary. Yes, and we have this waiver only so long as we continue 
to prove to them that we are doing everything possible to reduce the 
need for quotas, and that “everything,” as it applies to the dairy indus- 
try, is to keep Government price-support programs as low as is allowed 
under the law. 

Mr. Srwrson. If I have understood, you make a suggestion, without 
regard to section 22, for those agricultural items for which there is 
not a price support now established, or in the future where there may 
not be one, the amendments you propose would make possible relief 
in those areas? 

Mr. Heany. Yes, sir. 

Mr. Smrson. Would you require the producer or industry to apply 
for relief under the escape clause ? 

Mr. Heaty. No,sir. The bill provides that the Secretary shall deter- 
mine which commodities would harm domestic agriculture and which 
would not. Those which would not, of course, he would issue no 
quotas on. 

Mr. Stupson. He would use the same criteria under that as are now 
required under the escape clause, wherein injury or threat of injury 
must be proved, and which has not been required, incidentally, under 
section 22 today ? 

Mr. Heaty. Or possible injury. 

Mr. Stmpson. Threat of injury. 

Mr. Heary. Threat of injury; yes, sir. 

Mr. Stmpson. Do you contemplate that the farmer producer in that 
area where there is no price support would have a more difficult job 
to prove his case than the producer under section 22, where they make 
a finding only of interference, not necessarily injury ¢ 

Mr. Heraty. He might have a more difficult time than those produc- 
ers who have their prices supported, but at least he would have a rea- 
son for going and attempting to prove his case, as he does not now. 
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Mr. Stimpson. Did I understand that your National Milk Producers 
Federation and the American Tung Oil Association object to the oper- 
ation of the Agricultural Adjustment Act, section 22, and say that the 
relief there is simply not adequate? 

Mr. Bauxiarp. That is right. 

Mr. Heaty. That is correct. 

Mr. Stmpson. You go on further, if I understand, and object to the 
administration by man, by officeholders, by departments of Govern- 
ment, of the relief provisions, and you prefer that it be done by the 
Congress. 

r. Batxarp. By law; yes, sir. 

Mr. Srupson. In the final analysis. 

Mr. Heaty. What we have said here is that the Secretary of Agri- 
culture should administer the law, as he does other laws of the 
Congress. 

Mr. Suupson. But when relief is indicated as is necessary, by either 
the Tariff Commission or by the Secretary of Agriculture, you then 
want the President to have the authority to set aside those findings? 
or do you want the Congress to have that authority, if they are to 
be set aside ? 

Mr. Hearty. We have a provision in this bill which allows the 
President, in the interest of international relations or defense, or 
other things, to increase the quotas of the Secretary, provided that he 
has funds other than funds which have been assigned by the Con- 
gress to the farmer to take the commodities off the market which he 
feels he should import to further international relations. 

Mr. Simpson. A proposal which will be made and which I presently 
support is one which would provide that the President would exercise 
that right only with respect to the national security, and in the other 
instances, the findings of the Tariff Commission or the Secretary of 


Agriculture would become final, unless the Congress saw fit to change 
them. 


Mr. Hearty. Yes, sir. 

We do not feel that the farmer should foot the entire bill for main- 
taining our international relations. 

Mr. Bariarv. What we are saying, in a nutshell, Mr. Simpson, is 
that we believe the present section 22 leaves entirely too much to the 
discretion of men. 

Mr. Stimpson. If there is to be discretion, you prefer that it be by 
law. 

Mr. Batxarp. If there were guidelines set up by law and those guide- 
lines were found to have been exceeded, the Secretary would auto- 
matically step in. 

Mr. Stmpson. I must admit, gentlemen, I am rather shocked to learn 
that under this particular section, particularly in view of the Congress’ 
statement in 1953, which was clearly designed to provide immediate 
action where support, Government-sponsored agricultural programs 
are involved, you are having this difficulty. 

Thank you. 

Mr. Heary. Mr. Simpson, I would like to say that we are not here 
to condemn section 22. What we are doing is suggesting improvements 
in it. 
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Mr. Srupson. I would not be hesitant to condemn it if I felt that 
way, and I feel you have reason to do so. 

Mr. Heaty. It has provided some security. 

Mr. Sumpson. Yes; it has. 

Mr. Hearty. But we think that this legislation which we support 
would add to its effectiveness. 

Mr. Simpson. That is what we are trying to do here, get a Federal 
law to facilitate foreign trade which is beneficial to us and to the other 
fellow. 

Mr. Heatry. Yes, sir. 

The Cuarrman. Mr, Reed. 

Mr. Reep. Mr. Healy, I think you brought out the point that after 
you had the importation cut down, they adulterated the product with 
sugar so that they really escaped the purpose of the action. Have 
you found that that is what they try to do in all cases? where they 
find a hole in the sieve, they slide through it ? 

Mr. Hearty. Yes,sir. That is correct. 

The proclamation which was issued as a result of our efforts follow- 
ing this adulteration that you speak of, limited the control to com- 
modities which contained 45 percent butterfat. Now we find the same 
people going around the country, attempting to get orders for a 44 
percent butterfat commodity. 

These split loaves of cheese were a good example. The proclama- 
tion referred to cheese in original loaves. So the people who wanted 
to exceed the quota cut them in two and wrapped them back to 
back, and sent them over. Then they were not subject to a quota. 

Certainly, we know that the President, in issuing his proclama- 
tion, intended that that was all of the cheese which should come in, 
or all of the butter oil, or all of the Exylone, finally. But the man 
on the firing line is the customs inspector down at the port, and he 
has a piece of paper that has written on it what can and what cannot 
come in. Unless the commodity exactly fits the description of what 
cannot come in, then he is forced to allow it to come in. 

Mr. Reep. I am glad to have you enlarge upon that, because so 
far, I am not able to see where they have gained very much from the 
trade agreements. I think they just resort to subterfuge of every 
kind a description. 

Mr. Batxiarp. I might mention, in line with that, Mr. Reed, that 
only on next Monday we have to appear again before the Tariff Com- 
mission for another hearing as to whether or not the importation of 
tung nuts shall be permitted into this country. Traditionally, for 
years and years and years, any imported tung has entered the country 
as tung oil. Since this quota has been established on tung oil, the 
importers have tried to take to the dodge of importing nuts and hav- 
ing them milled in this country. The difference in the cost of pro- 
ducing nuts in foreign countries and of producing them in this coun- 
try is so great that they can do that—pay the freight on the bulk 
shipment of nuts. 

Mr. Reep. I think the record will show that the foreign countries 
have taken undue advantage of us in our trading, in one form or 
another. I cannot support the trade agreement extension. I just 
cannot do it, because we are being defeated all along the line. If 
they were playing fair, that would be one thing; but they are not. 
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These people are pretty shrewd people, and they employ the best 
legal talent and they use these loopholes, wherever they can find them. 
Of course, they have a right to do it. But so far, when you have 
bureaucrats carrying on these negotiations, who are not too familiar 
with what they are dealing with, these foreign countries are going 
to defeat the purpose at every turn, just as they have been doing with 
you people. 

I think you made a fine statement, both of you. 

Mr. Bauiarp. Thank you, sir. 

I would like to say just one more thing, and then I shall be through, 
Mr. Chairman. 

I would like to endorse what Mr. Healy said regarding GATT. I 
sincerely thank the good Lord that we can come here and discuss our 
trade problems with you gentlemen in the Congress. I would hate to 
think that we would have that right turned over to 35 or 38 foreign 
nations, because we would be in one heck of a fix. I do hope you gen- 
tlemen in the Congress will also preserve that right for us, so that 
we can come to our own Congress and discuss these problems and 
seek what relief we need here. 

Mr. Reep. This only demonstrates the wisdom of our fathers that 
framed the Constitution to keep these problems with which the Repre- 
sentatives are familiar, in their hands. 

The Cuatrman. Mr. Baker will inquire. 

Mr. Baker. Perhaps my question would be better addressed to 
some other segment of agriculture, but I do not see any other segment 
of agriculture on today’s agenda. It has to do with cotton. 

Last Friday, Mr. Eric Johnston, in response to a question of mine 
with regard to the textile industry, which is in a very distressed con- 
dition, attributed that largely to the agricultural policy of selling 
cotton abroad at a lower price than it is sold here at home. 

Can either one of you gentlemen tell me about that ? 

Mr. Hearty. Not too much, Mr. Baker, except that we do know 
that in the House Committee on Agriculture, they are considering 
legislation which will allow cotton producers to enter the world mar- 
ket for cotton. 

Mr. Baxer. How would they go about that? 

Mr. Hearty. Some type of two-price system for cotton. 

Mr. Baxer. The only way I could see that you could do it would be 
to prohibit the Agriculture Department from selling this cotton 
abroad at a lower price than it 1s selling it here at home. Would 
that not be the answer to it ? 

Mr. Batiarp. I do not want to speak for cotton, Mr. Baker, be- 
cause very frankly, I do not know too much about the details of it. 
But I have many good friends in the cotton industry, both in the 
growing end and in the textile end. They have been selling Ameri- 
can cotton overseas, they tell me, at cheaper prices than the American 
mills have been paying; and textiles manufactured out of that cotton 
have been shipped back into this country in competition with our 
domestic textile production. 

Mr. Baxer. I want to know two things, and if you can help me out, 
I would appreciate it. I suppose I can get it from agriculture. 

I am interested in knowing the volume of that practice, and how 
much price differential there is. 
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Mr. Batxarp. I cannot tell you the volume nor the price differen- 
tial, but I do know that it has reached such serious proportions that 
just recently our own Government has negotiated a voluntary agree- 
ment with Japan to quota their shipment of textiles produced from 
that cotton back to this country. 

Mr. Baxer. That is all I have. 

I compliment each of you gentlemen on a very fine presentation. 

Mr. Batxiarp. Thank you, sir. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Corts. First, I would like to make a comment. 

I believe almost every nation in GATT has a similar waiver for 
agricultural products to that of our section 22. Is that a fair 
statement ? 

Mr. Hearty. They have various protections. And it works the 
other way around, too. We notice here that De Telegraf, a news- 
paper in Amsterdam, announced this week that 90 percent of the 
annual export of butter leaves the Netherlands at below the price 
producers were paid for it. It is being subsidized to the extent of 
21.1 American cents in order to leave the Netherlands. 

Mr. Curtis. It is subsidized by the government ? 

_ Mr. Hearty. By the Dutch Dairy Products Commodity Board, yes, 
sir. 

Mr. Curtis. Has that matter been brought to the attention of our 
United States negotiators to the GATT, whoever they may be? 

Mr. Hearty. We presume they have seen it. The last time we 
appeared before this committee you asked a somewhat similar ques- 
tion. We talked to the people in the State Department last summer. 
You will remember that there was a GATT negotiation scheduled. 

Mr. Curtis. That is right. 

Mr. Heauy. We thought perhaps we might be wrong in our impres- 
sion of what was going on dextuig these negotiations and that perhaps 
we should go and see what happened. 

We were denied the opportunity to go. 

We are not a fly-by-night organization, Mr. Curtis. We have been 
in business 42 years. 

Mr. Curtis. You were denied by our State Department officials? 

Mr. Heaty. Yes, sir. 

I talked to a man in the State Department named Mr. Corse, I think. 

As a result of conferences with the chairman of the Foreign Trade 
Subcommittee, and other members of this committee, just this past 
week I met with Mr. Kearns of the Department of Commerce and with 
Mr. Mann, who was acting for Mr. Dillon in the State Department. 
We hoped that we could present our problems to them, the same prob- 
lems that we have presented to you today, and attempt to work with 
them. We hoped that we could see Kearns about what their problems 
were and maybe convince them that we, too, here in America, had 
problems which were related to foreign trade. 

Mr. Kearns listened to me for about 5 minutes, then stood up and 
said, “I understand your problems, and I am very sympathetic, and 
I have got another meeting.” Mr. Mann had quite a full-dress meeting 
with us, but his attitude was, “Well, we look forward to the day when 
American agriculture will become efficient enough to compete in the 
world market.” 
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Mr. Curtis. Those were Department of Commerce people? 
Mr. Hearty. Mr. Mann is in the State Department. 
Mr. Curtis. Do you think a switch of the chairmanship of the trade 


agreements committee from the State Department to the Commerce 


Department, which has been done by Executive order, I believe, last 
November, might change that attitude? 
Mr. Heaty, I told you Mr. Kearns listened to us for 3 or 4 minutes, 


and then had another meeting. Incidentally, when we walked out, 
the other man was sitting there, and he was somebody from some 


foreign country. 
Mr. Curtis. Maybe he got more than 3 minutes. 
Do you know what if aene happened last year in the GATT 
negotiations? Was your point of view presented, or do you know? 
fr. Heaty. We do not know. That is why we wanted to go and see 
what did happen, because we take advantage of the resources offered 


to us. We go to the Committee on Reciprocity Information and pre- 


sent our material to them. But the results of these negotiations, as 
far as we can see, are these uncertain waivers which are promised upon 


the lowest possible agricultural prices here in this country. 


It is our belief, Mr. Curtis, that certainly 37 foreign nations should 
not dictate agricultural support prices in the United States. 

Mr. Curtis. I would think not, particularly as most of them, perhaps 
all of them, have agricultural waivers of theirown. That rather puts 
it in an unreciprocal situation. 

I do have one other question I want to ask. 

On page 3, your refer to the price differential between our domestic 
prices and world prices, and then you break it down into causes: 

* * * higher wages paid labor which goes into the cost of production and also 
into the cost of the things that farmers buy. 
About what percentage of the wages go into the dairy products ? 

Mr. Heaty. Pretty generally, if you are speaking of farm wages, 
which is what I know most about—— 

Mr. Curtis. I am interested in the products you are competing with 
in the price differential that you refer to. atever labor goes into 
that bears on this question that I am concerned about. 

Mr. Heary. This butter leaves the farm at about 47 cents a pound, or 
thereabouts, and roughly half of what is involved in the difference be- 
tween 45 and 60, I cel say, would be labor prices, after it left the 
farm. 

Mr. Curtis. Of the 47 cents, do you have an estimate of how much of 
that is labor and how much is other things ? 

Mr. Heary. Of the 47 cents? Very little, because we know that the 
Department of Agriculture has some statistics on dairy farming, on the 
hourly returns from dairy farming. In the place where they produce 
butter, out in Wisconsin, it is somewhere between 43 and 52 cents an 
hour. SoI would say maybe, of this 47 cents, very little of it, perhaps 
5 percent, represents hired farmer labor, 

Mr. Curtis. I would suspect it would be considerably more. I would 
appreciate it if you would try to make an evaluation of that. I think 
if you figured the full labor back, it would be a lot more than 5 percent. 
In industrial products it will range on up sometimes to 50 and 60 per- 


cent. Idonot know what it is, but I am sure it would not be that small. 
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Mr. Heaty. It is very small, because of the return the farmer gets 
from his hourly labor on the farm. 

However, we will look into it and supply that figure for the record. 
(The figure is approximately 30 percent which represent hired farm 
labor and also the labor of the farm operator.) 

Mr. Curtis. Yes; I would appreciate it, because I am going to ask as 
the next question, in preparation for the final question: In the dairy 
industry, do you break it up into three products, essentially fluid milk, 
cheeses, and dried milk, or are there other products ? 

Mr. Heaty. Pretty generally, the first big division is between fluid 
milk and iauntacturae products. 

Mr. Curtis. Maybe that is the way to do it. 

The question I want to ask is this, then: What percentage of the 
dairy industry is fluid milk and how much is the manufactured 
products ? 

Mr. Heaty. It is approximately half of the milk which is marketed 
that goes into the bottle. 

Mr. Curtis. The reason I asked that is, there are very high health 
standards imposed upon the fluid milk portion of the industry; is that 
not correct ? 

Mr. Hzaty. Yes, sir. 

Mr. Curtis. Incidentally, quite costly ? 

Mr. Hearty. Yes, sir; it makes the production of milk on the 
farms quite costly. 

Mr. Coane. And as I understand it, the manufactured part is that 
which is left over from the fluid part. 

Mr. Heaty. That milk which is produced for fluid markets and 
which is not sold as fluid milk is manufactured. 

Mr. Curtis. Let me ask the thing I am trying to get out, so that 
perhaps you can better understand what I am trying to say. 

I could not understand why American producers, with their effi- 
ciency, could not compete on cheeses and things of that nature. I 
thought, of course, the health standards that we imposed would be 
imposed upon the manufacturers of cheeses, and so on. I understand 
that the health standards, as far as that aspect of the milk industry 
is concerned, do not need to be as rigorous. 

Mr. Hearty. That isright. But there are health standards. 

Mr. Curtis. Oh, yes; there are some. 

Then I found out that one reason the European producer, for ex- 
ample, could make cheeses was that he was doing that not as a portion 
of a fluid-milk production which would require these health standards, 
but he was solely in the business of the manufactured products end 
of the things, and they had no real fluid-milk industry in that country. 

If that is so, I can easily see why they could manufacture at a lower 
level. But if they ever sought to establish a fluid-milk industry such as 
we have here, and which all of us believe is the very basis of the health 
of America, they would run into some of these same costs you do. 

Is that a fair statement or not ? 

Mr. Heaty. Yes, sir; with only this extension of it: The Food 
and Drug Administration, as it should, imposes rigorous standards 
upon the producers of milk for manufacturing markets and upon the 

products which result from that milk. 

Mr. Curtis. Let me interject there. 
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Do these countries abroad that send in cheeses have similar health 
standards imposed on their production ¢ 

Mr. Heaty. No, sir. It is possible for dairy products imported 
into this country to be made from milk which the Food and Drug 
Administration would not approve for use in dairy products manu- 
factured in thiscountry. That is one of our problems. 

Mr. Curtis. That is one thing I want to get down to. As far as I 
am concerned, a tariff that seeks to measure the economic differentials, 
particularly those economic differentials resulting from burdens placed 
upon our producers and manufacturers by legislation, designed for 
social benefit—and we believe these things are right—certainly, if we 
believe these things are socially beneficial here, there is a legitimate 
reason for imposing some differential, through a tariff or whatever, 
to reflect the added costs that our producers and manufacturers have. 

I think your industry, sir, ould: explore that area a little more and 
confirm whicdhud or not it is true, and if there are real cost differentials 
in here, and if the health and quality standards that we impose in 
this country are not being met by the foreign importers, I think we 
should know it, for our own health reasons. 

Mr. Heaty. Yes, sir. We have explored that, and we have pre- 
sented considerable information on it to this committee in previous 
appearances. We believe, as you do, that the production of quality 
dairy products costs money. It is one of the reasons that we cannot 
compete with foreign produced goods, if they are allowed to be im- 
ported freely into this country. 

Mr. Curtis. As a matter of fact, if we do work to base whatever 
tariffs we have on such a differential, then as these other countries 
that wanted to import raised their standards, whether it be health, 
quality, or labor, you people would be in a position to compete, and 
there would not be this problem. Furthermore, their standard of 
living would be raised, would it not ? 

Mr. Heary. That is correct. 

Mr. Curtis. Thank you. 

The Cuarrman. Are there any further questions ? 

Mr. Boees. Mr. Chairman, I have no questions, but I would like 
to make a statement. 

The CuarrmMan. Yes, Mr. Boggs. 

Mr. Boaas. I would just like to say that I am sorry that because 
I was detained, I missed Mr. Ballard’s statement. Mr. Ballard is 
an old classmate of mine and a very fine gentleman. 

The Cuarrman. Mr. Ballard has made a very fine statement. 

Mr. Boaes. I am sure he has. 

Mr. Barxarp. I appreciate Mr. Boggs’ remarks, and thank you 
gentlemen for the indulgence you have given us. 

The Cuarrman. We appreciate your coming to this committee, 
gentlemen, and giving us the benefit of the views of the organizations 
you represent. 

Mr. Gravy. Mr. Chairman, might I make a personal appearance? 
I have come from California. 

My name is Dwight K. Grady. I represent and am the managing 
director of the California Fig Institute. It has the same interest. 
as these gentlemen have, with one exception. We are not one of those 
who are benefited by a price support program. We operate under a 
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simple marketing agreement and order administered by the Secre- 
tary of Agriculture. Our industry has been thrown into chaos by 
a number of the conditions that Mr. Ballard has described and Mr. 
Healy has described. 

We, too, are part of the National Conference of Commodity Organ- 
izations and support its legislative proposals. We are willing to 
share our market, try to share our market, but with the chaotic con- 
ditions existing, the question the gentleman just asked about wage 
rates becomes most important. We pay in California better than 10 
times the hourly wage rates of producing countries with which we 
compete, and we simply cannot live under a situation of that kind. 

e have the escape-clause treatment, the concession was withdrawn, 
but nevertheless the foreign countries designed around it, and have 
trebled their business since that relief was given to us, and have 
thrown the American market into a chaotic condition as a result. 
Relief of some kind is desperately needed if this industry is to re- 
main solvent. I might observe that there are a number of other 
industries in California, specialty crops, that are in the same boat. 

The Cuarmman. Mr. Grady, we thank you, sir, for your appear- 
ance before the committee and the information you have given us. 

Thank you, gentlemen. 

Mr. Heaty. Mr. Chairman, may I introduce for the record com- 
munications which we received from the American Beekeeping Fed- 
eration, the Association of Virginia Peanut and Hog Growers, the 
North Carolina Peanut Growers Association, and the E] Paso Valley 
Cotton Producers’ Association, the Supima Association of America, 
all in support of our statements. 

The Cuarrman. Without objection, those communications will be 
included at this point in the record. 

Mr. Reed. 

Mr. Reep. Are those letters and other communications all from 
groups that have been injured ? 

Mr. Hearty. Yes, sir. We have discussed this approach which we 
have presented to you this morning with representatives of the pro- 
ducers of 35 or 36 commodities, which are banded together in this 
National Conference of Commodity Organizations. 

Mr. Reep. That is wonderful. 

Mr. Heatry. And all of those people endorse our position. These 
communications are from some of those who have written, asking that 
their endorsement be put in the record. 

Mr. Reep. Thank you very much. 

The Cuarrman. Mr. Simpson asks unanimous consent, Mr. Healy, 
that you include the list of your membership—these organizations 
you referred to a moment ago—in the record at this point. 

Mr. Heaty. Yes, sir. 

The Cuarrman. Without objection, that will be included. (The 
material referred to above is as follows :) 


ComMMopiITy ORGANIZATIONS PARTICIPATING IN NATIONAL CONFERENCE OF 
COMMODITY ORGANIZATIONS 


Alabama Peanut Producers Association, Sampson, Ala. 
American Beekeeping Federation, Cannon Falls, Minn. 
American Cotton Producers Associates, West Memphis, Ark. 
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American Rice Growers Co-op Association, Lake Charles, La. 
American Seed Trade Association, Chicago, Ill. 

American Soybean Association, Pana, III. 

American Tung Oil Association, Lumberton, Miss. 

American Turpentine Farmers Association, Valdosta, Ga. 
Association of Virginia Peanut and Hog Growers, Capron, Va. 
California Almond Growers Exchange, Washington, D. C. 
California Canning Peach Association, San Francisco, Calif. 
Califorina Fig Institute, Fresno, Calif. 

Corn Belt Livestock Feeders Association, Omaha, Nebr. 

El Paso Valley Cotton Association, Ysleta, Tex. 

Farmers Grain Dealers Association of Iowa, Des Moines, Iowa 
Grain Sorghum Producers Association, Hereford, Tex. 

Indiana Crop Improvement Association, Frankfort, Ind. 

Iowa Department of Agriculture, Des Moines, Iowa 

Kansas Association of Wheat Growers, Garden City, Kans. 
Kentucky Seed Improvement Association, Lexington, Ky. 

Lindsay Ripe Olive Co., Lindsay, Calif. 

Michigan Crop Improvement, Deerfield, Mich. 

National Association of Wheat Growers, Imperial, Nebr. 
National Beef Council, Como, Miss. 

National Beet Growers Federation, Greeley, Colo. 

National Corn Growers Association, Boone, Iowa 

National Federation of Grain Cooperatives, Washington, D. C. 
National Milk Producers Federation, Washington, D. C. 

National Potato Council, Washington, D. C. 

National Swine Growers Conference, Alamo, Tenn. 

National Turkey Federation, Elkton, Va. 

National Wool Growers Association, Salt Lake City, Utah 
Nebraska Wheat Growers Association, Venargo, Nebr. 

North Carolina Peanut Growers Association, Rocky Mount, N. C. 
Ohio Seed Improvement Association, Portage, Ohio 

Old Cotton Belt Association of Texas, Elgin, Tex. 

Oregon Wheat League, Condon, Oreg. 

Plains Cooperative Oil Mill, Lubbock, Tex. 

San Luis Valley Potato Improvement Association, Monte Vista, Colo. 
Southwest Peanut Growers Association, Gorman, Tex. 

Texas and Southwestern Cattle Raisers Association, Fort Worth, Tex. 
United States Poultry & Egg Producers Association, Haw River, N. C. 
Vegetable Cash Crop Cooperative, Fond du Lac, Wis. 

Virginia Burley Tobacco Growers Marketing Association, Abingdon, Va. 


THE AMERICAN BEEKEEPING FEDERATION, INC., 
Grand Junction, Colo., February 27, 1958. 
To Whom It May Concern: 

The members of the American Beekeeping Federation, assembled in convention 
at Columbus, Ohio, on January 29, 1958, adopted the following resolution: 

“Whereas the supplies of honey remaining in the hands of the beekeepers are 
excessive ; and 

“Whereas numerous countries to the south are increasing their production 
which poses a threat to our honey market; therefore be it “Resolved, That an 
import quota be established upon all honey imported into the United States, 
using the last 10 years as a precedent with yearly import quotas not to exceed the 
yearly average of the last 10 years.” 

The beekeepers of America are quite concerned with the fact that there has 
been a tremendous increase in production of honey in Mexico and other low 
wage countries to our south. This increased production, together with increased 
exports of honey from Red China to West Germany, offers a real threat to both 
our home and export markets. Should the exports of honey from Red China 
continue to increase as they have done in the past few years, the European 
market will be further weakened and thus cause the countries immediately to 
our south to look for another market at a price with which we will be unable to 
compete. The beekeepers urge your serious consideration of this potentially 
dangerous threat to the beekeeping industry in the United States. 

Respectfully submitted, 

S. Joaquin Watkins, President. 








eee 





1162 RENEWAL OF TRADE AGREEMENTS ACT 


JOINT STaTeMENT of WiitraM V. Rawuiines, Executive Secrerary, Assocta- 
TION OF VIRGINIA PEANUT AND HoG GROWERS, AND JOE S. Suae, ExEecutTivie 
SECRETARY, NORTH CAROLINA PEANUT GROWERS ASSOCIATION 


By unanimous action of the executive committees of the Association of Virginia 
Peanut and Hog Growers and the North Carolina Peanut Growers Association, 
at a joint meeting on February 28, 1958, in Murfreesboro, N. C., the two grower 
associations wish to be associated with the testimony of Mr. Marshall Ballard. 

The 2 producer organizations, with a combined membership of more than 
26,000 peanut growers, followed and participated in the development of the 
legislative proposals outlined by Mr. Marshall Ballard and respectfully urge 
that the committee give favorable consideration to the enactment into law of 
such legislative proposals. 


E. M. Norton, 
Secretary, National Milk Producers Federation, 1731 Eye St., NW. 

George Spence asked that I send you our resolutions regarding extra long 
staple cotton. “That the Supima Association of America is in favor of reducing 
and eventually eliminating the global import quota of extra staple cotton.” I 
might add that our people feel that it is not our job to keep up our No. 2 enemy, 
the Egyptians, in business. 


MITCHELL LANDERS. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, NATIONAL 
CREAMERIES ASSOCIATION 


The National Creameries Association is composed of several hundred dairy 
plants located in Wisconsin, Minnesota, Iowa, Nebraska, Kansas, North Dakota, 
and South Dakota. Our members are almost entirely local dairy cooperative 
associations engaged in the production and sale of manufactured dairy products. 
We have some members who also process and sell fluid milk in fluid milk markets, 
but most of them are engaged in producting butter, cheese, and nonfat dry milk. 

Our position regarding proposals to extend the Trade Agreements Act is as 
follows: 

(1) It is our view that a 5-year extension, as requested by the administration, 
is too long. 

There can be little doubt that adjustments in import duties, particularly 
lowering them still more, is a serious undertaking. We believe that extending 
the act for 5 years will have a tendency to encourage the United States Govern- 
ment to grant greater reductions than would be the case if the act, and operations 
thereunder, were subject to more frequent review by the Congress. 

After all, it would appear highly probable that most of those commodities which 
ean be imported in volume without working hardship on domestic producers 
are already on the free list. 

(2) Quantitative import controls for dairy products are absolutely necessary 
at this time. Prices to producers for milk and butterfat and the products thereof 
are at a much higher level than prices in exporting countries plus tariff duties 
and other import costs. This is due to a number of factors, chief among these 
being the price-support program for manufacturing milk and butterfat being 
conducted pursuant to the Agricultural Act of 1949, as amended. 

At present, dairy products subject to quantitative import restrictions are 
butter, butter oil, products containing 45 percent or more butter not otherwise 
under import quota, dried whole milk, dried buttermilk, dried skim milk, cheddar 
cheese, Edam and Gouda cheese, Blue mold cheese, and certain types of Italian 
cheese. 

Quotas have been established on imports of these dairy commodities only after 
lengthy review, hearing, and determination of the facts by the United States 
Tariff Commission and the President of the United States. 

(3) There is considerable evidence that foreign countries with whom trade 
agreements have been negotiated have objected strenuously to the application of 
quotas to imports of dairy products into the United States. This is to be expected, 
but all too frequently the United States Department of State has been quite 
sympathetic to the position of such foreign countries, and very unsympathetic 
to the position of the domestic dairy industry. 

It is searcely to be doubted that the Department of State has objected to 
the establishment of the dairy import quotas, even though the evidence presented 
to the Tariff Commission showed conclusively that such quotas were necessary 
in order to protect the price-support program enacted by the Congress for the 
benefit of United States farmers, including dairy farmers. 
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It is not possible for me, working outside the Government, to state categorically 
to you that the State Department has opposed our quota system, but there is 
every reason to believe that dairy import quotas have been fought vigorously 
by the Department of State. 

Now, of course, if the Department of State wishes to oppose quotas on dairy 
products, it undoubtedly should do so if it considers this to be its duty and 
responsibility. However, we do object to such opposition being exercised through 
special representations at the White House. We would be quite willing for 
the Department of State to face us in public hearings and subject itself to 
the same procedure we face before the Tariff Commission. It is these hidden 
representations and pressures of the State Department, which we have no 
chance to counter or rebut, that strikes us as unfair and improper procedure. 

(4) The General Agreement on Tariffs and Trade (GATT) contains a pro- 
vision (art. XI) which is intended to prohibit use of quota except for certain 
purposes. Thus, in ‘Analysis of General Agreement on Tariffs and Trade,” 
Publication 2983, Department of State, we find on page 198 the following: 

“Article XI contains the general prohibition against quotas and sets forth 
certain ‘permanent’ exceptions. The main permanent exception would permit 
the imposition of an import quota on a foreign agricultural product if the 
production or consumption of the like domestic product is also subject to 
restriction in equal degree. The purpose of this exception is to allow the con- 
tinuation or establishment of governmental controls over agricultural produc- 
tion which are necessary to prevent heavy surpluses of farm products and 
drastic price declines. An example is the United States Sugar Act of 1937 
under which all sugar consumed in the United States, whether of foreign or 
domestic origin, is subject to limitation with a view to maintaining prices at 
reasonable levels.” 

It would appear that this article is not consistent with section 22 of the 
Agricultural Adjustment Act, as amended. Yet it is indicative of the manner 
in which the State Department, under the Trade Agreements Act, can and has 
agreed to provisions which, if allowed to become fully operative, would negate 
acts of Congress. 

(5) For the reasons set forth in paragraphs (2), (3), and (4) preceding, 
we think that, if the Congress decides to extend the Trade Agreements Act, it 
should write in a provision specifically denying the State Department the right 
to negotiate or enter any agreement which will limit or prohibt or in any way 
hinder application of quotas on agricultural imports under section 22 of the 
Agricultural Adjustment Act, as amended. 

(6) We believe that section 22 of the Agricultural Adjustment Act and escape- 
clause provisions of the Trade Agreements Act should be strengthened so as 
to provide that findings of the Tariff Commission are conclusive, rather than 
leaving final action at the discretion of the President. 





STATEMENT OF L. R, DAvis, PRESIDENT, AMERICAN PRODUCERS OF ITALIAN TYPE 
CHEESE ASSOCIATION 


The American Producers of Italian Type Cheese Association with offices at 
110 North Franklin Street, Chicago, Ill., is a nonprofit corporation whose mem- 
bers include manufacturers and distributors of Italian type cheese. Its members 
manufacture a large proportion of this type of cheese produced in the United 
States of America and over 80 percent of the Italian type cheese produced in the 
State of Wisconsin and the State of Michigan. 

We are opposed to any extension of the Trade Agreements Act containing 
authorization for a further reduction in import duties for cheese and other dairy 
products. Import duties for dairy products under the various Trade Agreements 
Acts have been reduced approximately 50 percent from the rates in effect under 
the act of 1930. 

For the past several years it has been necessary to impose quantitative restric- 
tions on the importation of most dairy products. At the same time that import 
quotas were in effect, import duties have been lowered under the Trade Agree- 
ments Act. It hardly seems consistent. 

This country has been very liberal in the quotas permitted for the importation 
of foreign produced cheese. As an example of this the quota for blue mold 
cheese is 4,200,000 pounds, while the total production of all blue veined cheese in 
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the United States of America only amounts to approximately 11 million pounds. 
This means that imported blue mold cheese is more than one-third of the quantity 
of American blue mold cheese made and consumed in the United States, 

The quota for Italian type cheeses means very little because it only covers cow’s 
milk cheese while sheep’s milk cheese is permitted to come in free of quota and 
naturally large quantities are claimed to be made from sheep’s milk. 

Italian type cheese has been imported from the Argentine at extremely low 


prices, made possible by currency manipulation. All of this is detrimental to the 


interest of the domestic industry and the dairy farmer. Any further easing of 
present limitations will probably result in the ultimate elimination of Italian type 
cheese produced in America and the substitution therefor of cheddar cheese which 
will add to Government support burden, also the likelihood of reduced employment 
in rural communities as it takes considerable less help to produce cheddar cheese. 

It would be a mistake to permit any lessening of present controls or duties. In 
fact steps should be taken under section 22 of the Agricultural Adjustment Act, 
as amended, looking to the issuance of import quotas for cheese not presently 
under quota. 


CHEESE IMPORTERS ASSOCIATION OF AMERICA, INC., 
New York, N. Y., February 11, 1958. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 


GENTLEMEN: Our association wishes to go on record as urging the committee 
to report favorably upon the extension and renewal of the Trade Agreements 
Act. It is absolutely essential, in the best interests of both international relations 
and trade, that this bill be extended for a further period of 5 years without 
any crippling or restraining amendments. 

In the field of international cheese trade, the amount of cheese which is 
imported into the United States amounts to less than 4 percent of United States 
consumption. On the other hand, the amount of our exports of dairy and other 
products far exceeds our imports. 

Foreign countries cannot pay us for our goods unles we also purchase their 
goods. Trade is the lifeblood of not only our own country, but of our allies, and 
the Trade Agreements Act is a medium by which this lifeblood can be better 
circulated in the best interests of our own country. 

We would appreciate if our communication to you can be made part of the 
record of the hearing pertaining to the extension of the Trade Agreements Act. 

Respectfully yours, 
MARTIN A. FrRoMER, Counsel. 


STATEMENT OF E. W. GAumMMrTrz, EXECUTIVE SECRETARY, NATIONAL CHEESE 
INSTITUTE, INC. 


The National Cheese Institute, Inc., with offices at 110 North Franklin Street, 
Chicago, Ill, is a nonprofit corporation, whose members include manufacturers 
of cheese and process cheese and manufacturers, assemblers, importers, whole- 
salers and distributors of all types of cheese. Its members manufacture over 
50 percent of the cheese produced in the United States and distribute between 
80 and 90 percent of all the cheese distributed in the United States. 

We believe that under present conditions, positive quantitative import controls 
are necessary for dairy products; that no further reduction in import duties 
for dairy products should be contemplated nor authorized at this time; and that 
the necessary statutory authority should involve a minimum of discretion. 

We, therefore, are opposed to any extension of the Trade Agreements Act 
containing authorization for a further reduction in import duties for cheese 
and other dairy products, the freezing of present duties against increases and 
any prohibition against the imposition of import quotas. 

Import duties for dairy products under the various Trade Agreement Acts 
have been reduced materially from the rates in effect under the Tariff Act of 


1930. While reductions vary by individual items, current rates approximate 50° 


percent of the rates in effect under the act of 1930. Reductions have continued 
to be made even though international conditions are abnormal. At no time since 
the enactment of the Trade Agreements Act of 1933 has there been a period of 
stability. During a part of this time there was a depression. This was followed 
by World War II, then a period of trade assistance or rebuilding, the Korear 
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War and then a period of foreign loan and grant programs continuing to the 
present time. Under such conditions there was no opportunity to observe the 
effects of import duty reductions under conditions seemingly contemplated at 
the time the trade agreements program was instituted. 

In addition, for a part of this period quantitative import restrictions for 
various dairy products have been in effect. Such quantitative import restrictions 
further obscured the effects of duty reductions. Imports of one or more dairy 
products have been controlled since 1942 and it the present time apply to butter, 
butteroil, dried whole milk, dried buttermilk, dried cream, dried skim milk, 
malted milk and compounds or mixtures of or substitutes for milk and cream and 
for the following cheeses: cheddar cheese, edam and bouda cheese, blue mold 
cheese, and Italian-type cheeses made from cow’s milk in original loaves. Cur- 
rently, such import quotas are imposed under authority of section 22 of the 
Agricultural Adjustment Act, as amended. The import quotas currently in 
effect were based largely on interference with the domestic milk and butterfat 
price-support programs. Price-support programs for milk and butterfat under 
the Agricultural Act of 1949, as amended, continue in effect and governmental 
purchases under such programs during the current marketing year are exceeding 
purchases of a year earlier. 

Under the present provisions of section 22 of the Agricultural Adjustment Act 
and escape clause provision of the present law, final action under both of these 
provisions rests with the President. Frequently, the President has disagreed 
with the findings of the United States Tariff Commission and instituted his own. 
It is our recommendation that the findings of the United States Tariff Com- 
mission should be taken as conclusive. 


The Cuatrman. Thank you, gentlemen. 

Our next witness is Mr. Holmes Ellis. 

Please identify yourself for the record and give your name, addres, 
and capacity in which you appear. 

Mr. Grecory. Mr. Chairman, I have read Mr. Ellis’ statement, but 
I feel he has not quite identified himself as well as he could. 

I want to say we in Kentucky know him as an outstanding author- 
ity in agriculture, particularly in tobacco. He is the very excellent 
mayor of the town of Murray, Ky. 

The Caarrman. Mr. Ellis, you are very fortunate in having such 
a good Representative in Congress. 


STATEMENT OF HOLMES ELLIS, DIRECTOR, BURLEY & DARK LEAF 
TOBACCO EXPORT ASSOCIATION 


Mr. Exxis. My name is Holmes Ellis. I am a director of the Bur- 
ley & Dark Leaf Tobacco Export. Association, an organization repre- 
senting approximately 400,000 growers of burley and dark tobacco. 

I am appearing on behalf of that organization as well as the West- 
ern Dark Fired Tobacco Growers Association, with offices in Murray, 
Ky., of which I am general manager. 

The Cuarrman. Mr. Ellis, will it be possible for you to conclude 
your statement in 10 minutes? 

Mr. Exits. Yes, sir. 

The Cuarrman. Fine. You are recognized. 

Mr. Exx1s. Tobacco, as you know, is the third largest agricultural 
export commodity in this country. Tobacco growers have tradi- 
tionally favored policies conducive to the maximum flow of interna- 
tional trade. 

This, of course, is to be expected due to the fact that we, as grow- 
ers, are agen td mindful that tobacco exports financed the set- 
tlement by English speaking people of the United States from the 
time almost 350 years ago when the ships came over from England 
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to take the Jamestown colonists home in defeat, but, instead of dis- 
appointed colonists, the ships were loaded with tobacco. 

obacco exports, in addition to sustaining economic life and devel- 
ee of our country for the first 150 years, also literally financed 
the pioneers who crossed the Appalachian Mountains to settle along 
the Ohio, the Tennessee, the Cumberland, the. Kentucky, the Green, 
and other rivers of that area. 

I mention the rivers because they were the outlets via New Orleans 
to markets of the world for our tobacco. 

By the way, tobacco is the principal agricultural export commod- 
ity indigenous to the Western Hemisphere. It is not surprising there- 
fore, that tobacco growers, warehousemen and dealers are keenly 
aware that international trade is a two-way street; that, if we are to 
sell in world markets the products of the farms and factories of this 
Nation, we must import the products and minerals of other nations. 

Time does not permit, nor would it be appropriate for me to at- 
tempt to cover all the reasons why we think it is in this country’s 
interest to continue to work in the direction of loosening the uneco- 
nomic shackles which deter the mutually beneficial movement of 
goods in international trade. We would, however, like to present the 
two most important reasons why we think the reciprocal trade agree- 
ment program should be extended for at least 5 years. 

First, we sincerely believe it to be in the best interest of the over- 
whelming majority of the people of the United States from a cold 
dollars-and-cents, food-and-clothing standpoint, that we maintain in 
this country a climate conducive to international trade. 

We believe the free and unhampered flow of goods within the 48 
States of this country has been the third most important element in 
the success of this Nation, the first two being the energy and ability 
of our people, and, second, our abundant national resources. 

We do not think that a policy of immediate elimination of all trade 
barriers the world over is either feasible or desirable. 

We do, however, firmly believe that it is in our economic interest 
to work in the direction of the reduction of trade barriers on a re- 
ciprocal basis. We recognize that the adverse effects of imports on 
local industries and small sectors of our economy are easy to see and 
are painful, and that the benefits of a freer flow of trade to the econ- 
omy as a whole and to the 800,000 families producing all types of 
tobacco, for example, are not as obvious, even though the total bene- 
fits of trade are 10 times as great as the loss to local industries or 
sectors. 

We urge you to resist the temptation to follow the easy course of 
legislating for the immediate short-run interest of the relatively small 
groups adversely affected by imports to the ultimate and manifold 
greater injury to the economy asa whole. 

e second reason why we believe the reciprocal trade agreement 
program should be extended is because we believe it will contribute 
to the avoidance of war. We use the term “avoidance of war,” 
rather than peace, because we believe it most nearly describes a prac- 
ticable objective in the present state of development of mankind. 

Unfortunately, we have not reached that stage where all mankind 
adheres to the Christian principle of loving his neighbor. 
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We do believe, however, that the development of human relation- 
ship is furthered by the mutual dependencies, the communications, 
the knowledge and understanding of other peoples and their knowl- 
edge and understanding of us which came directly from trade. 

We believe these business relationships directly contribute to the 
reduction of the tensions, the hates, and jealousies which are used to 
incite populaces to engage in war. 

Consequently, we believe that national policies which restrict in- 
ternational trade increase the risk of war, and that policies which en- 
courage international trade contribute to the avoidance of war. 

In summary, therefore, we urge enactment of H. R. 10368, because 
we know it to be in the interest of the 800,000 families in the United 
States primarily dependent for a livelihood on the production of 
tobacco, and we sincerely believe it to be in the overall national eco- 
nomic interest and because we believe it will contribute to that all- 
important objective, the avoidance of war. 

The Cuarrman. Are there any questions of Mr. Ellis? 

Mr. Mason. I have one question. 

The Cuarmman. Mr. Mason. 

Mr. Mason. You say this is the third most valuable crop exported. 
What are the two ahead of it? 

Mr. Ext1s. I believe, sir, I said tobacco was the most important 
agricultural export. 

Mr. Mason. I gathered it was the third most important. 

Mr. Exuts. No, sir. 

The Carman. Are there any further questions ? 

Thank you, Mr. Ellis, for coming before the committee and giving 
us the views of your organization. 

Mr. Everett Winter is our next witness. 

Mr. Winter, will you please identify yourself by giving us your 
name, address, and the capacity in which you appear? 


STATEMENT OF EVERETT T. WINTER, EXECUTIVE VICE PRESIDENT, 
MISSISSIPPI VALLEY ASSOCIATION 


Mr. Winter. Mr. Chairman, my name is Everett T. Winter, 1978 
Railway Exchange Building, St. Louis, Mo. I am executive vice 
president of the Mississippi Valley Association. 

The CHarmman. Mr. Winter, can you conclude your statement in 
the 15 minutes allotted to you? 

Mr. Winter. I can give you back 7 or 8 minutes of it. 

The CuatrMan. We will appreciate it. You are recognized. 

Mr. Winter. Our association was organized in 1919, and, at our 
39th annual convention, held in St. Louis on February 10-11, a num- 
ber of resolutions that constitute the platform of the organization 
were adopted. There were present approximately 1,500 delegates 
from 31 States. 

To give you a cross section of the makeup of the Mississippi Val- 
ley Association, our membership—as of last October when last ana- 
lyzed—consisted of the following: 
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Number | Percent 
Classification of ac- of all 
counts income 





Associations: Flood, navigation, chambers of commerce, ete. ---._-........-.---------- 68 





16.7 
Barge operators, inland paves al en eebeha 79 7.3 
Metal products: Distributors, fabricators, producers... -- - napaennae me 48 | 6.9 
Se a a hE hh nod ct cdpwendeccnan seen w and gbeneegseebes | 11 5.4 
Financial institutions, including insurance. - -- : eee ad ee 70 5.3 
Light and power ._-_----- SSAA aede bones sedate press: i 25 5.2 
i ee all cn md npn ean saiane sain tomyne stored 24 4.5 
Petroleum products. -.....-....--.--.---- aaerg eae aenp heres ey ed 32 4.8 
Industrial and farm machinery manufacturers_-__-_.-..._.........--..-.--.---..------ 22 3.2 
Individuals, miscellaneous, and unclassified - - .-.-_-_.-. 92 3.4 
Retail stores ____........-- 9 TRY BR Teh TEPER DELETE STW a ihe ee ey ores | 63 3.3 
I, SA 8  ociemernaskbersbenter saa 26 3.2 
Municipalities and government subdivisions Seo, Ua etteenendehes oh | 24 2.1 
IND NE OIG ot 0d 5 =. held Lie ope ae hinted baak cute 42 2.7 
Building material suppliers________-- cele sated a ae | 27 2 
Gren, Bend, 000d. 2 55. Sei. se es..Ge a! sexe i 37 2.6 
cba astatedeed-vaebhare | 18 2.5 
Levee, Gra‘uage, and irrigation districts....................-.....-..-.---..----..- 16 | 2.5 
Publ c util t es other than light and power-._.......----..---- a woes 14 21 
Radio and publications_-__- eld ; i sarees | 25 EY 
NS et Ms E08 td ewan Sai ee 3 te | 49 1.6 
Beverages. ..-_- a ee i 9 1.3 
RE ee ae oe Paci nseebatel sn nseeeklncsableees 19 1.2 
Industrial and farm equipment dealers. -....--- 5 vciilhenthe ae eke hele igi 16 1.0 
a 2 Gihunsimanamabsioe aansanaareatiel 16 1.1 
I A REE RIE 2 caine emcinle dain wiciensnath Saleliggenaides oaliahindswatoutien 6 1.0 
ale eal ealaies ESS 9 8 
EP Re ona bees Ss Eh 1 OS a ov ebnenteccswdisbacheansenwn 18 8 
ai 5 aes cic cap iisabindce ono nda deeb Shenseebasaneas 13 .7 
en bab bbaenna dash vadewenny s 6 
Shoe and clothing manufacturers... .......-.....................2---2---2-----------2 5 5 
a ail eae 5 .4 
pS Ree 4 5 
Printing and office supplies 8 3 
eo conaiee phe adecnemaeumaanesiat 3 - 

















You will note that about every known business and profession is 
represented in our organization. None is represented to the extent 
where any one or two industries can determine the policy of the 
organization. 

To get a plank in our platform requires the project or statement to 
be cleared through a screening committee such as the traffic advisory 
committee, then by the resolutions committee, which is an elected 
committee, and then if it passes that committee, it goes to the general 
convention. 

The following resolution was passed without a dissenting vote in 
any committee, and at our general meeting without a single dissenting 
vote: 

RECIPROCAL TRADE ACT EXTENSION 


We believe that the reciprocal trade agreements program, begun in 1934, has 
served the United States extremely well, has substantially contributed to ex- 
panded and healthy two-way foreign trade, and has put the United States in 
the lead for liberalization of trade which is a major contribution to world peace. 
We stand for the indefinite continuation, without hampering amendments, of 
the program, and urge Congress to renew the law for a number of years when 
it comes up for consideration this year (1958). 


Mr. Chairman and gentlemen of the committee, we make no claim 
that we are experts in the field of tariffs. Iam sure that there are any 
number of experts in this field, perhaps serving on the staff or as 
members of this committee, who could ask me many questions of a 
technical nature that I could not answer intelligently. 

My entire story is contained in the resolution passed by a cross- 
section of American industry and agriculture as recorded at our 
meeting in St. Louis recently. 
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It seems to me that the thinking of this cross-section of America is 
important. 

We hope that Congress will extend the Reciprocal Trade Act. 

The Cuatrman. Are there any questions of Mr. Winter? 

Mr. Boces. Mr. Chairman ? 

The Cuarrman. Mr. Boggs. 

Mr. Bocas. I do not have any questions, but I would like to make 
one comment. 

Mr. Winter is a citizen of our distinguished colleague, Mr. Curtis’ 
city, but his association is very active all over the Mississippi Valley, 
and they do extremely fine work. 

I was particularly interested in your statement that this resolution 
was unanimously adopted. Is that correct? 

Mr. Winer. That is correct, Mr. Boggs. 

The Cuatrrman. Mr. Simpson ? 

Mr. Stmpson. Is the hard-board industry represented in this group ? 

Mr. Winter. Yes, sir. 

Mr. Simpson. And it was a unanimous group? 

Mr. Winter. Yes, sir. 

In fact, the president of our organization last year is in the hard- 
board business. 

Mr. Srmpson. And he is for the Reciprocal Trade Act extension ? 

Mr. Winter. Yes, sir. 

The Cuarrman. Mr. Curtis will inquire? 

Mr. Curtis. Mr. Chairman, I simply wanted to join Mr. Boggs in 
emphasizing the fine reputation and fine work that this organization 
has done over a period of years. 

I want to particularly commend to the committee the knowled 
and integrity of the gentleman who is appearing in behalf of the 
Mississippi Valley Association. I have known him for many years. 

Mr. Writer. Thank you, Mr. Curtis. 

The Cuatmrman. Thank you, Mr. Winter, for coming before the 
committee and giving us the benefit of your views. 

Our next witness is Mr. Tilden, general counsel, Clothespin Manu- 
facturers of America. 


STATEMENT OF RICHARD A. TILDEN, GENERAL COUNSEL, 
CLOTHESPIN MANUFACTURERS OF AMERICA 


Mr. Tirpen. Mr. Chairman, and members of the committee, my 
name is Richard A. Tilden. I am an attorney in New York City, at 
441 Lexington Avenue. I am appearing for the Clothespin Manu- 
facturers of America, a trade association which represents all of the 
domestic producers of clothespins. 

The Cuarrman. Mr. Tilden, can you complete your statement within 
the 15 minutes alloted to you? 

Mr. Tixpen. I can, sir. 

The CuArrman. All right. You are recognized. 

Mr. Titpen. The domestic wooden clothespin industry began its 
battle for protection from low-priced imports of spring clothespins 
exactly 10 years ago. 

During 1947 the industry consisted of 13 plants located in 8 States, 
which produced and sold 9,300,000 gross of pins. 
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After 10 years of trying to invoke the escape-clause procedure, in- 
cluding 4 investigations by the Tariff Commission, I have to report 
virtually complete failure. The industry now consists of only six 
plants. 

During this 10-year period 7 of the 13 plants have either closed 
down completely or discontinued the production of clothespins. 
These seven plants were located in Phillips, Maine; Glen Rock, Va.; 
San Jose, Calif.; Richwood, W. Va.; Ellsworth, Maine; Munising, 
Mich.; and Spencer, Ind., all small towns in which the loss of the 
employment opportunities previously afforded by the clothespin 
plants, was particularly serious. 

Domestic sales in 1957 were 6,800,000, a decrease of 27 percent from 
1947. During this same period, imports increased from 870,000 gross 
during 1947, to 1,940,000 gross in 1957, an increase of 123 percent. 

I should explain, Mr. Chairman, that that figure of 1,940,000 is not 
an actual figure. It is a projected figure based upon the first 11 
months of 1957. 

The December figures are not yet available. 

The only thing the industry has to show for its 10 years of effort 
is an acknowledgement by the President that the industry is being 
seriously injured by increased imports. This acknowledgement, 
which was made in a letter to this committee dated November 9, 1957, 
was accompanied by a token gesture of “relief,” in the form of an 
increase of 10 cents per gross in the import duty. 

At first blush, it would appear that the President’s action was an 
appropriate means of remedying the injury caused by the concessions. 
I will not take up the time of the committee with a discussion of all 
the reasons why such action will not em pe A the injury, but will 
merely point to a few very basic facts which should satisfy this com- 
mittee that the real effect of the President’s action is to add the clothes- 
pin industry to the growing list of injured industries which are being 
sacrificed to further the administration’s program of encouraging 
imports. These are: 

1. In its report to the President, the Tariff Commission cate- 
gorically determined that the maximum permissible increase in 
duty would be inadequate to remedy the injury found to exist, 
and recommended imposition of an import quota of 650,000 gross 
annually as the only possible remedy. 

2. Despite the increase in duty, imported spring pins are pres- 
ently selling on the domestic market at prices ranging from $1.20 
to $2.05 per case less than domestic pins. 

For example, domestic packaged spring pins currently sell for $6.30 
per case of 6 gross delivered. A report dated February 13, 1958, 
reveals that imported pins are now being offered and sold delivered 
Jacksonville, Fla., at prices ranging from $4.25 to $5.10 per case. 

It should be noted that the domestic price has not been changed 
for over a year and that the Commission found that the industry 
has been losing money at this price. 

3. Within 3 months after the President announced the in- 
crease, one of the largest plants in the United States, located 
in Richwood, W. Va., closed its doors, adding more than 200 to 
the rapidly growing national unemployment figure which is now 
causing so much concern. 
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On November 27, 1957, I wrote to the President asking that he 
request the Tariff Commission to observe the effect of the increased 
duty on the domestic industry for a few months and to advise the 
President whether it considered that any additional measures were 
necessary to correct the injury. 

The result of such letter was a polite response from Dr. Gabriel 
Hauge to the effect that the President did not consider that it would 
be “appropriate” for him to make such a request of the Tariff 
Commission. 

My purpose in presenting these facts to the committee is twofold. 

In the first place, I feel that the experience of the clothespin in- 
dustry is indicative of the treatment which every industry concerned 
with import competition can expect to receive from the administra- 
tion if H. R. 10368 in enacted. 

We are constantly being told that the present business recession 
can be licked if we will stop being pessimistic, if we will have con- 
fidence in the future. 

We cannot have confidence in the future when we know that the 
recession is at least in part due to the closing of many plants and 
cutbacks in production in many industries necessitated by increased 
import competition, and when we look at the record of refusals by 
the administration to provide any kind of adequate relief to such 
industries under the escape-clause procedure, despite recommenda- 
tions for relief made by the Tariff Commission. 

This lack of confidence is particularly prevalent among small- 
business men who are primarily dependent upon the domestic market. 
They have been concerned, and with good cause, over the emphasis 
placed by the administration on big business and the apparent lack 
of interest in the problems of small business. 

I am aware of the assurances which this committee has received 
that the administration will administer the powers which it has asked 
for in such way as to protect all domestic industries. 

However, the same assurances have been given each time the act 
has come up for renewal. The record does not indicate that these 
assurances have meant much in the past, and there is no reason to 
believe that they will mean any more in the future. 

In my opinion, the most effective means of giving domestic pro- 
ducers confidence in the future of their businesses, would be for the 
Congress to retain final control over determinations as to whether 
or not to effectuate the recommendations of the Tariff Commission for 
relief in escape-clause cases. 

I recognize that it would unduly burden this committee and the 
Congress if it became necessary for the committee or the Congress 
to pass on every escape-clause case. 

However, the necessary control could be exercised by providing 
in the escape-clause procedure that the President shall teeta such 
increased duties, or impose such import quotas, as may be recom- 
mended by the Tariff Commission, unless he files within a specified 
period, with this committee and with the Senate Finance Committee, 
the reasons why he feels that such recommendations in an individual 
case should not be effectuated. 

It could further be provided that unless this committee and the 
Senate Finance Committee both adopted resolutions within a speci- 
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fied period of time approving the action recommended by the Presi- 
dent, the President would be required to put into effect the recommen- 
dations of the Commission. ui 

This procedure would have the advantage of requiring the Congress, 
acting through this committee and the Senate Finance Committee, to. 
take affirmative action only if the reasons advanced by the President 
warranted disregarding the Commission’s recommendations with the 
consequent risk of sacrificing a domestic industry. 

Moreover, such a procedure would not put the President in a strait- 
jacket, since in any case in which he felt that the action recommended 

y the Commission would endanger our relations with foreign coun- 
tries, would unduly injure any foreign country, would result in com- 
pensatory measures injurious to our export trade, or would in any 
other way be detrimental to the best interests of the United States, 
he could ask this committee and the Senate Finance Committee to 
approve some other action. 

The administration should have no concern that such committees 
would not approve the President’s recommendations if the reasons 
advanced were sound and justified action other than that recom- 
mended by the Commission. 

I hope that this committee will seriously consider amending H. R. 
10368 in substantially the manner I have suggested. 

My second purpose in telling you the saga of the lowly clothespin 
is to urge this committee to report favorably on H. R. 10858, which 
bill is also before this committee. This bill is designed to carry out 
the recommendations of the Tariff Commission for an import quota 
on spring clothespins. It is the only action possible which will rem- 
edy the injury which the domestic industry has suffered. 

It obviously would be a waste of time for the industry to continue 
to try to obtain relief under the escape clause. 

The Commission has recommended a quota as the only possible 
means of relief, and the President has not only refused to follow such 
recommendation, but has turned down a request that he ask the Com- 
mission to study the effect of the increase in the duty. 

The industry’s only recourse is to the Congress. I recognize that 
the Congress has refused in many cases to increase import duties or 
to impose quotas on specific items, but believe that such refusal 
stemmed largely from a reluctance on the part of the Congress to 
take any action which would be contrary to the terms of a commit- 
ment made by the United States to a foreign country under a trade 
agreement. 

In the case of spring clothespins this problem does not exist. There 
are no outstanding commitments to any foreign country in connection 
with spring clothespins, the President having withdrawn the con- 
cession. 

The enactment of H. R. 10858 would have a negligible effect on 
foreign countries. If the import quota imposed by such bill had 
been in effect during the 5-year period 1952-56, inclusive, the loss in 
dollars to the 10 foreign countries which shipped spring: pins to the 
United States would have averaged $223,000 per year: 

Such amount is approximately one one-hundredth of 1 percent of 
the total shipments of $2,029,125,000 made by such: 10. foreign. coun- 
tries tothe United States in 1956. 
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The domestic wooden clothespin industry has already suffered the 
loss of 7 of the 13 plants which were in operation 10 years ago, and 
the remaining 6 plants are entitled to something more than token 
“relief.” 

The six plants that are left are located in Dixfield, Mattawaumkeag, 
and West Paris, Maine; in Montpelier and Waterbury, Vt., and in 
Cloquet, Minn. 

They all contribute materially to the economic welfare of the small 
towns in which they operate. For example, the Mattawaumkeag 
plant is the only industry in a town of 803 population. It employs 
188 persons, 90 percent of the total number employed in the town. 

The West Paris plant employs 116 out of the 186 employed in a 
town with a population of 670. 

This is a small industry, much smaller than it was 10 years ago, but 
it, and the workers dependent upon it for a livelihood, are entitled to 
the protection which Congress intended all domestic industries to 
have when it enacted the escape-clause procedure. It can receive 
such protection only if Congress enacts H. R. 10858. 

Thank you. 

The Cuarrmman. Are there any questions of Mr. Tilden ¢ 

Mr. Srmpson. Yes. 

Do you know the location of the plants that were closed % 

Mr. TiLpeNn. Yes. 

Mr. Stpson. Will you give them to us? 

Mr. Titpen. Glen Rock, Va.; San Jose, Calif.; Richwood, W. Va.; 
Elisworth, Maine; Munising, Mich.; Spencer, Ind.; and Phillips, 
Maine. 

Mr. Simpson. That is all. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. I presume from your statement that this is a declin- 
ing industry ; is that correct ¢ 

Mr. Tien. It might be classed as a declining industry for this 
reason: The actual total sales of clothespins at the present time are 
about what they were immediately following the war. There has not 
been an increase. So I suppose it might be classified as a declining 
industry. 

Mr. Curtis. Because with the population going up it has not shown. 
an increase ? 

Mr. Tixpen. Yes, sir; that is correct, if you compare it with the 
years immediately following the war. 

However, if you go back prior to 1942, the total sales of clothespins 
of all types at that time were in the neighborhood of 8 million gross. 
They are now between 10 and 11 million gross. So this has been an 
increase since prewar days. 

Mr. Curtis. I had thought that perhaps with the increased usa 
of clothes dryers, laundry automats, and so forth, that it might 
a real declining industry, but apparently it is not that bad. 

Mr. Titpen. There is no question but that clothes dryers have had 
an effect; they have taken away some of the demand. However, that 
has been more than offset by the increased population and I think it 
must be recognized that a great many of the clothes dryers are used 
by people or purchased by people who normally either sent their- 
laundry out or would have no use basically for many clothespins. 

24098—58—pt. 1——-74 
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Mr. Curtis, Now, of the United States domestic market, the per- 
centage of foreign imports I presume, has gone up, which has pro- 
duced the picture which you have presented. 

Mr. Tivpen. Yes. Prior to the war the maximum percentage of 
imports to the total market was two percent. In 1957 it had gone 
up to 36, and a fraction percent. 

Mr. Curtis. Of the 10 foreign countries which are the principal 
ones / 

Mr. Tiwpen. The principal ones originally were Sweden and Den- 
mark. However, that is an interesting picture because within the last 
few years the trend has been toward more and more pins imported from 
other countries than Sweden and Denmark. 

Whereas they originally brought in probably 90 percent of the 
total imports, they are down to about 60 percent of the total imports, 
The reason is that many other countries, such as Belgium, Holland, 
Italy, Yugoslavia, and Japan, are bringing in larger quantities at a 
much lower price, than that at which even Sweden and Denmark can 
bring them in. 

Mr. Curtis. What is the labor percentage that goes into the final 
product ? 

Mr. Tren. It runs between 50 and 60 percent, sir. 

Mr. Curtis. Labor is that high ? 

Mr. Trpen. That is right. 

Mr. Curtis. I presume you have a considerable labor differential 
then. What do they run about per hour ? 

Mr. Titpen. My recollection of the latest figure is around $1.35 as 
an average. I would like to recheck that, though, Congressman, to be 
certain, but that is my recollection. It is about $1.45. 

Mr. Curtis. You will have an opportunity to correct the record, I 
know, and if you will supply the figure I will appreciate it. 

Mr. Trxpen. I will see that it is corrected. 

Mr. Curtis. If you have the figures of the main competitors and the 
wages they are paying, I will appreciate that. 

Mr. Tuwpen. We do not have those. The Tariff Commission made a 
finding on it which I will be glad to include in the record as to the 
approximate differential but they were unable to get any specific 
figures in connection with clothespin plants abroad. However, they 
did use the wage rates paid in the general overall woodworking 
industry. 

Mr. Curtis. Are clothespins abroad made as just another product 
along with a wide range of products ? 

Mr. Tuxpen. I understand that the plants abroad are confined exclu- 
sively to clothespins. That is basically true in this country as well. 
The remaining plants produce nothing but clothespins. 

Mr. Curtis. ‘Thank you very much. 

Mr. Tipen. Some of the companies, I might say, 1 or 2 of the com- 
panies, also have other plants which produce other items, but the partic- 
ular plants, the six plants that I mentioned that are still in existence, 
produce nothing but clothespins. 

Mr. Rerp. Reference was made to the clothespin industry being a 
declining industry. Well, of course, the imports that are coming in 
from the low-wage countries in competition are certainly helping to 
make it decline; are they not? 
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Mr. Tuwpen. It certainly is., We have our problem locally because 
of the competition of dryers, automatic laundromats and whatnot, 
having the added competition of imports makes it that much harder 
for the industry to operate. 

Mr. Reep. You have made a very fine statement. These other towns 
where the industries have vanished, what happens there? Do they 
go down or do they survive? 

Mr. Titpen. I can give you an excellent example of Phillips, Maine, 
where the Diamond Match Co. had a clothespin plant employing 
around 250 people. It was the only plant in the town. When they 
were forced to close that plant it became a complete ghost town for a 
great many years. I understand it has finally started building up, 
the plant is being partially operated on other items now. But for a 
period of 4 or 5 years there, it was closed down, it was a tremendous 
economic hardship on the people in that area. 

Mr. Reep. That is one of the tragedies that is taken into considera- 
tion by the people who are bemoaning this trade agreement program. 

Mr. Titpen. That is correct. 

Mr. Reep. The people have built their homes, they plan on educating 
their children, they get to be 40 or 50 years old, and they have spe- 
cialized in certain lines and then foreign imports come in and drive 
them into poverty and all their plans have just simply gone awry. 

Mr. Trwpen. May I extend that one step further, Congressman. One 
of the basic problems in this industry is the fact that the plants are 
located in very small towns and yet they get their wood from wood- 
lots, farmers located in the general area of those small towns, and 
those farmers are almost entirely dependent upon the sale of wood to 
those clothespin plants as a means of a livelihood. 

The minute that plant closes it not only affects the employees of the 
plant, but hundreds of farmers in the area who have been supplying 
wood for years to those plants there. 

Mr. Reep. I certainly thank you for that contribution. It makes 
the picture that much darker. 

The Cuarrman. Thank you, Mr. Tilden, for coming before the com- 
mittee and giving us the benefit of your views. 

Our next witness is Mr. Frank P. D’ Aquila. 

Please identify yourself for the record by name, address, and the 
capacity in which you appear. 


STATEMENT OF FRANK P. D’AQUILA, VICE PRESIDENT AND SALES 
MANAGER, IOWA MANUFACTURING EXPORT SALES CO., CEDAR 
RAPIDS, IOWA 


Mr. D’Aquma. Mr. Chairman, members of this committee, I thank 
you for this opportunity. 

My name is Frank p D’ Aquila and although I am vice president 
and sales manager of Iowa Manufacturing Export Sales Co., of Cedar 
Rapids, Iowa, I am here to express my own views on H. R. 10368, and 
H. R. 10369. 

I have asked for permission simply because of my educational 
training any my practical work in the foreign field. 

I am a graduate of Georgetown University School of Foreign Serv- 
ice, graduate division. I have written various articles on foreign trade, 
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including one on the Export-Import Bank, dating back to 1940; one on 
trade with Latin America in 1938; and one on the reciprocal trade 
agreements, printed in 1939. 

Cedar com ve realizes and fully believes that only through export 
sales can it obtain full employment. 

As an exporting industrial and food-processing center, it now fully 
appreciates the difficulty it may experience if other nations are not 
permitted to sell to the United States their products to earn the dol- 
lars in order to continue to buy products which bear the label “Cedar 
Rapids, built by lowans.” 

ou will find in the Midwest thet the same viewpoint prevails inso- 
far as my knowledge of the Midwest. 

This is especially true in the industrial cities of Milwaukee, Aurora, 
Minneapolis, St. Paul, and others. 

In short, it is my belief that any individual who cannot sell his 
products is forced to reduce his purchases. 

Likewise, any nation which cannot find export markets for its own 
products is forced to reduce its purchases even though these products 
purchased are important to its economic growth. 

We cannot limit our foreign trade to wholly noncompetitive prod- 
ucts and still maintain our standard of living or full employment. 

In short, by the passage of this legislation we can continue to have 
a trade program which gives us, our allies, and our frends, a common 
basis for economic growth and at the same time binds us together in 
a common objective; all of this, unlike such programs as foreign aid 
or military defense, without costing us a single taxpayer’s dollar. 

I am the former president of the Midcontinent World Trade Coun- 
cil. I am now chairman of the Export Managers Council of Con- 
struction Industry Manufacturers Association. This association in- 
cludes most of the manufacturers of road machinery and construction 
equipment. 

I was a member of the Commerce Department, a three-man trade 
commission, to Damascus in 1956. 

I am now a member of the Commerce Department World Trade 
Advisory Committee, which is a 2-year appointment and expires in 
1960. 

I am not representing any one group, but I would like to inform 
this committee as to my own community and its feeling on this legis- 
lation and on foreign trade in general. 

My hometown is Cedar Rapids, Iowa. It is rated the second most 
important commercial city in lowa. This census states that the popu- 
lation is approximately 76,000. 

Our post office indicates that the population is in excess of 80,000. 

We have employed in the various industries about 20,000 people. 

The annual sales of manufactured and processed goods exceeds 
$200 million. Our annual export sales aide $25 million. 

There are between 2,000 and 2,500 employed directly in export sales 
and shipments. 

The Cedar Rapids Chamber of Commerce, the board of directors, 
and its foreign trade council, both have supported and approved this 
legislation now before the committee. 

n other words, we have here a program which makes a solid con- 
tribution to our foreign policy and national security and at the same 
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time expands trade, increases our economic security, increases our 
economic strength, provides more jobs, higher standard of living, and 
brings us more raw materials at the lower cost. 

And this program costs us nothing. I think the weight of evidence 
is very heavy on the side of continuing this trade-agreement program 
and continuing it in adequate form without weakening amendments. 

I hope the committee in its deliberation on this legislation will have 
fully in mind the considerations outlined and approve the final bill at 
least for the duration and authority provided in this legislation. 

Gentlemen, I thank you and I will gladly answer any questions you 
may have. 

he Cuamman. You have omitted parts of your full statement, so 
without objection your entire statement will appear in the record. 

(The statement referred to follows: ) 


STATEMENT BY FRANK P, D’AQUILA, IOWA MANUFACTURING Export SALES 
Co., CepaR Rapips, Iowa 


Mr. Chairman and gentlemen of the Ways and Means Committee, my name is 
Frank P. D’Aquila. I am vice president and sales manager of Iowa Manufac- 
turing Export Sales Co., of Cedar Rapids, Iowa. 

I wish to express my thanks to the committee for this opportunity to appear 
in my personal capacity for the purpose of supporting the extension of the Trade 
Agreements Act substantially as proposed in the bill H. R. 10368 now before the 
committee. In my opinion the provisions in the bill calling for an extension 
period of 5 years and a tariff reduction authority of 25 percent are minimum 
requirements if our national interest is to be adequately served in this field. 

As a businessman I am well aware of the stake the United States has in the 
$30 billion or more of imports and exports which pass annually through our 
ports, and of the effect on our economy of any change in that volume. I would 
think, therefore, that the present issue before this committee is certainly one of 
the very important ones it has to consider this year. What the committee does 
here will be major influence on the course of that trade and on the welfare of 
the 4%4 million Americans who depend on foreign trade for their livelihoods. 

We all know, of course, that the United States in the long run cannot export 
unless it imports; that the gap between exports and imports must be closed in 
one way or another. We know too that these ways are not many—in general, 
American foreign investment, American foreign aid, a reduction in exports or 
an increase in imports. While most of us favor increased United States foreign 
investment we all hope, of course, that foreign aid can be reduced. Continued 
and expanding exports, however, are key factors in our economic growth and 
prosperity. If foreign investment cannot do the job we must have more imports 
or face the danger of a serious and cumulative blow to our own economic activity. 
The essential question is whether we will balance our trade at a high and ex- 
panding level or at a low level. I have no doubt as to which is the more desirable. 
There is equally no question that extension of the Trade Agreements Act is the 
only feasible way to achieve that high-level balance. 

To point out that high exports and high imports are a requisite to high-level 
economic activity in the United States is to deal with only one aspect of the 
issue. Another and equally important aspect is the contribution to efficiency 
made by freer movement of the world’s production in international trade. In 
this sense the Trade Agreements Act extension is a reaffirmation of the basic 
American faith in free institutions including freedom of enterprise and freedom 
of the market place. In no other legislation does the United States more firmly 
declare both its belief in the validity of our economic system and its confidence 
than our standard of living, our industrial efficiency and our tremendous output 
have their foundation in free competition. 

If we believe as I am sure we do that competition is a basic source of our 
fantastic growth and material abundance it would be wholly inconsistent for us 
to consider terminating a program specifically designed to foster, through greater 
competition, that growth and abundance. In the 24 years that the trade-agree- 
ments legislation has been in force our foreign trade has expanded by some 10 
times and our national output by almost an equivalent amount. Obviously the 
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trade agreements program has been only a single factor in that situation of 
growth but few would question that it has been an important one. By virtue 
of this legislation and similar legislation abroad, tariffs have been reduced 
around the world by 50 percent or more only since the war. Our opportunities 
for higher levels of trade and greater efficiency are increasing and will increase 
year by year as continued progress is made in reducing tariffs and eliminating 
other trade barriers. 

Finally I should like to say a word about the foreign policy and security policy 
aspects of this issue before you. Entirely aside from the material benefits to. 
our economy and the economies of our friends which this trade-agreements pro- 
gram brings I believe implicitly that it is essential to the unity of the free world 
and consequently to its security. As has been undoubtedly stated many times 
before this committee it is almost impossible to conceive how the nations of the. 
west could stand together in military alliances and yet stand apart in our eco- 
nomic and trade relations. Cooperation in trade and our economic affairs are 
the only firm basis on which alliances for mutual security can rest. No nation 
or group of nations isolated from the United States economically, through lack 
of confidence in a consistent trade policy on our part, can possibly be reliable 
partners in our common defense. There would be every incentive for those 
nations to make such accommodation as they could with the other side, in the 
hope that they could thereby maintain their economic activity on a surer basis. 

On the other hand by the passage of this legislation we can continue to have 
a trade program which gives us, our allies and friends a common basis for 
economic growth and at the same time binds us together in common objectives— 
all of this, unlike such programs as foreign aid and military defense, without 
costing us a single taxpayer’s dollar. In other words we have here a program 
which makes a solid contribution to our foreign policy and our national security 
and at the same time expands trade, increases our economic strength, provides 
more jobs, higher standards of living, and brings us more raw materials at lower 
eost. And this program costs us nothing. 

I think the weight of evident is very heavily on the side of continuing this 
trade-agreements program and continuing it in an adequate form without weak- 
ening amendments. I hope the committee, in its deliberations on this legisla- 
tion, will have fully in mind the considerations outlined here and approve a 
final bill having at least the duration and authority provided in H. R. 10368. 


The Cuarman. Are there any questions? 

If not, sir, we thank you for coming before the committee and giving 
us the benefit of your thinking on the subject. 

Mr. D’Aquiia. Thank you. 

The CHatrman. Our next witness is Mr. S. H. Williston. 

Mr. Williston, although we recall you quite favorably from other 
times, for the purpose of the record, will vou please identify yourself 
by giving your name, and address, and capacity in which you appear. 


STATEMENT OF SAMUEL H. WILLISTON, EXECUTIVE VICE PRESI- 
DENT, CORDERO MINING CO.; VICE PRESIDENT, AMERICAN 
QUICKSILVER INSTITUTE 


Mr. Witu1ston. Thank you, Mr. Chairman. 

My name is Samuel H. Williston. I am executive vice president of 
the Cainer Mining Co., and vice president of the American Quick- 
silver Institute. 

I might add that I am also a member of the executive committee of 
the western governors’ mining advisory council and while I originally 
came here to testify on behalf of the mercury industry, Governor 
Robert Smiley, of the State of Idaho, asked that I submit.a resolution 
which was passed unanimously by the western governors’ conference 
last Wednesday. 

So if I may, I will submit that resolution and curtail my own testi- 
mony to stay inside the allowable 20 minutes, if that is all righ‘. 
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The Cuarrman. If you do omit parts of your prepared statement, 
the entire statement will appear in the record, without objection. 

Mr. Wuuiston. Thank you. 

This resolution was adopted unanimously by the conference of 
western governors consisting of the Governors of Arizona, California, 
Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, 
Washington, and Wyoming at Colorado Springs, Colo., on February 
96, 1958. 


RESOLUTION ADOPTED UNANIMOUSLY BY THE CONFERENCE OF WESTERN GOVERNORS, 
CONSISTING OF THE GOVERNORS OF ARIZONA, CALIFORNIA, COLORADO, IDAHO, MON- 
TANA, NEVADA, NEw Mexico, OrEGON, UTAH, WASHINGTON, AND WYOMING, 
CoLoRADO Springs, CoLo., FesruaryY 26, 1958. 


Whereas in the last 20 years the United States has changed from almost com- 
plete self-sufficiently in nonferrous metals to almost 50 percent dependence on 
foreign supplies, and 

Whereas, in the same 20 years, tariffs have been reduced both by actual re- 
duction of rates and by internal inflation of the currency by from 60 to 80 per- 
cent so that they are now almost universally below 10 percent ad valorem, and 

Whereas, during that period, mining costs have risen to 3 to 4%4 times the 
1938 level while prices have risen only 2 to 214 times 1938 prices, and 

Whereas the world mining industry has supplied all the metals and minerals 
for two wars and the United States Government stockpiles, and 

Whereas those stockpiles are now filled and the productive capacity which 
supplied metals and minerals for those stockpiles is no longer needed, and 

Whereas while much of this capacity was built in foreign countries with United 
States Government encouragement most of the portion which will have to 
close because of high costs lies within the United States; and 

Whereas foreign metals and minerals now enjoy about half of the United 
States market and unless adequate steps are taken they will take over much 
of the remaining one-half now supplied by domestic producers; and 

Whereas it is self-evident that domestic mining cannot long survive unless 
it is assured its fair share of the domestic market on a reasonably long-term basis; 
and 

Whereas the internal economic health of most of the Western States is heavily 
dependent on the dollars brought into those States by the export of metals and 
minerals and those few Western States not so directly dependent on the mineral 
industry are directly affected by the economic health of the adjoining States 
who are most dependent on these industries ; and 

Whereas much of the tax income on which the Western States governments 
operate is derived directly or indirectly from the mineral industry; and 

Whereas it is day by day becoming more apparent that in the event of another 
national emergency, no appreciable amounts of any metal or mineral will be 
available from overseas sources and if the Eastern States are to have metals 
for the manufacture of munitions and essential civilian requirements they must 
come from the West and from Canada and Mexico; and 

Whereas should such an emergency result in the use of atomic weapons, the 
amounts of metals and minerals required for minimum reconstruction would 
be far beyond any currently available supply: Now, therefore, be it 

Resolved, That the maintenance of a healthy metal and mineral mining in- 
dustry in the Western States is of the utmost economic importance to those States, 
both for themselves and as major markets for eastern manufacturers, as well as 
being of the utmost importance to the national security, and such a healthy in- 
dustry may best be maintained by— 

1. Joint action by the administration and the Interior and Insular Affairs 
Committees of both Houses of the Congress in adopting and implementing 
a national minerals policy without delay ; and by 

2. The Ways and Means Committee of the House of Representatives and 
the Senate Finance Committee taking all steps which may be needed to 
assure to the domestic mining industry at least one-half of the domestic 
market, or the present proportion of the domestic market (whichever is 
higher), either by adequate tariffs, excise taxes or quotas, or allocation of 
import receipts, or such combination as may be most suitable, whenever an 
individual metal or mineral industry has shown it can reach such levels. 
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More specifically, it is reeommended : 

As to lead, zinc, tungsten, and mercury, the Tariff Commission take early and 
favorable action ; 

As to copper, lead, and zinc, the Congress approve pending industry legisla- 
tion; that the Tariff Commission approve an application for tariff relief now 
pending before that Commission ; 

As to cobalt, tungsten, mercury, fluorspar, columbium (and possibly man- 
ganese), the House Ways and Means Committee approve legislation providing 
sufficient import control to maintain present domestic levels of production; 

As to antimony, chrome, asbestos (and possibly manganese), the House 
Ways and Means Committee approve legislation allocating import receipts to be 
used to maintain a minimum nucleus of production in these metals; 

As to thorium, the Atomic Energy Commission either provide a purchase pro- 
gram or release it from Government control and cease the purchase of foreign 
monzonite at the expense of closing domestic mines ; 

As to uranium, the Atomic Energy Commission refrain from purchasing high- 
eost foreign production while limiting production domestically. We urge and 
request that immediate action be taken to provide adequate purchasing depots and 
milling facilities located sufficiently close to ore reserves and stockpiles in order 
that excessive transportation costs now paid by the Government and the pro- 
ducers may be obviated; and 

As to gold and silver, grant to United States citizens the same right to own gold 
as granted to foreign governments and an increase in the depletion rate from 
15 to 23 percent. 


If I may, I will go on with my original testimony and cut out a 
part of it. 

The Cuatrman. You may proceed. 

Mr. Wiuuiston. My name is Samuel H. Williston, executive vice 
president of the Cordero Mining Co. and vice president of the Amer- 
ican Quicksilver Institute. This latter organization represents in 
excess of 90 percent of the American quicksilver-producing an 

The American quicksilver industry is over a hundred years old. It 
is not an industry brought into being by Federal subsidy, and, except 
for the last few months, it has never received from the United States 
Government any special consideration—neither premium prices nor 
prices above the market. 

Mercury has always been included in times of emergency in the list 
of strategic metals. As you gentlemen may recall, in 1941, at the out- 
break of World War II, it was included by this committee in the stra- 
tegic list at the request of the old War Production Board, and it was 
again so considered shortly after the outbreak of the Korean conflict. 

As to its present essentiality, I will only quote the press release of 
Mr. Mansure, in June of 1954, after the Korean episode was concluded: 

[The program, authorized by the Office of Defense Mobilization], is designed 
to broaden the mobilization base of the metal and increase its supply for defense 
and industrial purposes,—[the program is designed to] encourage expansion 
and production of mercury in the continental United States, including Alaska. 


* * * Mercury is a vital defense material and an expanded, healthy producing 
industry within our shores will be another strong point in our defense armor. 


The industry at the present moment is in a very critical situation. 

In the year 1957 the Bureau of Mines’ estimate indicated domestic 
roduction of 31,000 flasks, domestic consumption 54,000 flasks, and 

imports 44,000 flasks. 

Thus, imports into the United States in 1957 were sufficient to take 
care of 75 percent of total consumption, and domestic production of 
21,000 flasks or more had no apparent market. 

Insofar as price is concerned, the market price has fallen almost 30 
percent in the last few years. World production, probably largely as 
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the result of United States Government encouragement, is some 40,000 
flasks in excess of world requirements. Mercury production from 
aly and Spain alone is sufficient to supply the requirements of the 
world. 

Cost of production in Italy and Spain is the lowest of world produc- 
tion and, if left to the laws of the jungle, mercury production in the 
United States cannot exist; nor, probably likewise, in Mexico. 

At the present time, the mercury support program mentioned in the 
quotation of Mr. Mansure, is in effect and will be in effect for the rest 
of calendar 1958. European producers may, if they so desire, keep 
present market prices at current levels for the remainder of the year. 
Should they do so all domestic and Mexican production would go to 
the United States Government, and the Italians and Spaniards would 
enjoy a monopoly of the United States market during this period. 

During such time domestic producers would lose all contact with 
their normal customers, and should the market break at the end of the 
year, which would be only logical to expect, it is quite probable that 
almost all United States and Mexican producers would have 
no alternative but to shut down. 

The cause of this situation is not because of lack of ore, nor is it 
because of lack of efficiency. It can, I believe, be placed squarely on 
three developments. 

In 1937 mercury sold for $90 per flask, the import duty was $19, 
unchanged since 1922, the New York price, less the duty, was $71. On 
an ad valorem basis this represented an import duty of 27 percent. 

The present New York price is $225 a flask, the duty is still $19, the 
New York price less import duty would be $206, the tariff is thus only 
9 percent. 

With no change in the duty, as set in cents per pound, the effective 
duty has been ray, by 6634 aoe Actually, the situation is even 
worse since the present price of mercury is depressed and only a short 
time ago the price was near $300 a flask, or an effective duty of 6.8 
percent, or a decrease in the effective tariff of 75 percent. 

Costs, on the other hand, have skyrocketed and have almost exactly 
aralleled the increased price of labor. According to the United 
tates Bureau of Census, in 1929 mercury labor costs were 58 percent 

of total operating costs; in 1939 they were 57 percent of operating cost; 
in 1954 they were still 57 percent of operating costs. 

In 1937 labor, including fringe benefits, was 59 cents an hour; in 1957 
labor, including fringe benefits, was $2.48 an hour, 4 times the 1937 rate, 
yet the price of the product is only 214 the 1937 price. As a result, no 
important producer in the United States will pay any Federal income 
tax on 1957 income after normal exploration and development costs, 
and after normal depreciation and depletion and loss-carry-forward 
are taken into account. 

Many will still have relatively large amounts of loss-carry-forward 
provisions still applicable against future income, and most companies 
will still have considerable unamortized investments which they see 
little likelihood of recovering. 

As to the type of competition which the American producer has to 
face, I would like to introduce at this point copies of recent press re- 
leases indicating that foreign producers have teen following a two- 
price system. (See appendix on p. 1184.) 
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Thus, Mercurio Italia, which is the sole marketer of Italian mercury, 
and the Almaden mine, which is the sole marketer of Spanish mercury, 
have been quoting prices in London at the equivalent of $248 delivered 
New York duty paid while making some sales at least on the New York 
market at prices near $220. 

This is not the first time the domestic industry has faced this sort of 
tariff absorption. I would like to quote from a 1948 item in a London 
paper: 

It is understood that the Spanish-Italian quicksilver group’s price for the 
United States market has been raised by $2 to $54 a flask, f. o. b. 

The previous quotation was the lowest level at which the group sold in order 
to overcome the heavy United States import duty on foreign metal while main- 
taining their general world price at $60 f. o. b. 

The advance is attributed to the elimination of the greater part of United 
States domestic production owing mainly to these cheaper offers. 

As far as the hundred year old history of the industry is concerned, 
we like to point with pride to the fact that before the year 1900 the 
United States was essentially self-sufficient. i : 

During the First World War domestic mercury production supplied 
our wartime requirements. During World War II the domestic in- 
dustry supplied all the requirements of the United States and her allies, 
including Russia, when the known world suppliers, Italy and Spain, 
were on the side of the Axis. 

In 1949 and 1950 the United States Government permitted in fact 
you might say encouraged, the industry to die, and increased produc- 
tion during the Korean war was slow and hesitant because of that fact. 

Now, when domestic production has reached a level of two-thirds of 
domestic requirements, the industry is again facing a most serious 
situation with less than a year for the problem to be rectified. 

The present Government program is strictly a stopgap program 
which will delay the death of the industry to December 31, 1958. The 
industry cannot long survive unless it is assured its reasonable share of 
the United States market. 

However this share is attained it can only be done by reducing the 
amount of foreign imports. It can be obtained by tariffs, or by quotas 
with some reasonable degree of continuity. It can be assured by sub- 
sidy payments with no degree of continuity, and without continuity the 
industry is of no value to the country as a whole. 

The Reciprocal Trade Act, if extended, would permit still further 
reduction of tariffs already woefully inadequate and the relief provis- 
ions, in previous years held out as relief from these injuries have al- 
ready shown themselves quite useless. 

I have given the previous testimony in representation of the mercury 
industry of the United States. Iam also the chairman of the strategic 
minerals committee of the American Mining Congress, and the vice 
chairman of the Committee for a National Mineral Policy, and I would 
like, at this point, to mention in their behalf that the quicksilver picture 
is characteristic in many respects with the mineral situation of all the 
nonferrous strategic and critical metals mined in the United States. 

Twenty years ago we were self-sufficient in many, if not most all, of 
these materials. Poday we are uniformly importing more than half of 
our requirements, and the economic picture is such that a domestic 
miner is foolish if he searches for new deposits so long as the present 
Government policy holds. 
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With domestic mine labor rates of $20 or more a day, while Spanish 
competition pays $2, our Italian competition pays $6, and our Mexi- 
can competition pays $4.50, it is impossible for American ingenuity 
to continue in the underground mining business. Anyone who states 
that American mine labor is from 4 to 10 times as efficient as Spanish 
and Italian labor just does not know what he is talking about. 

It would seem to me that the whole idea of the Reciprocal Trade 
Act has to do with the sacrificing of certain domestic industries for 
iosake of other domestic industries which may be able to export their 
products. ' ; : : 

From a financial point of view, foreign trade is of considerable 
importance to bankers and to some few brokers but the foreign miner 
who only makes $2 a day, or even $6 a day, is not a potential pur- 
chaser of American automobiles, or American refrigerators, or Ameri- 
can television sets, or of any other of our manufactured articles. 

Actually, in bringing in these foreign metals produced with labor 
at these rates, we are only exploiting the foreign labor and they, inso- 
far as they are benefited under the program, neither pay taxes in the 
United States, purchase articles from the United States, nor vote 
in the United States. 

If I may, I would like to present to this committee three thought- 

rovoking points which, unless they can be adequately answered, lead 
inevitably to a disastrous result. 

1. We have internally in the United States a managed currency, 
politically controlled, with no relationship to any fixed gold standard. 
Under that managed currency we have seen a continued decline in 
the purchasing value of the dollar, ever rising prices and, what is more 
to the point, ever rising costs. 

2. Externally we are on the gold standard but we value gold at a 
ridiculously low figure in relation to our internal inflation. 

3. Tariffs have been drastically reduced under the Reciprocal Trade 
Act and by internal inflation. 

When we tie these three facts together we must reach some very 
disturbing conclusions. 

European engineering, European scientists, and European skilled 
technicians are quite competent to produce almost anything we can 
produce in this country and, with the advantage of materially lower 
labor costs, they can undersell us, not only in the foreign market but 
in the United States market as well. 

They have the further advantage in that they can obtain through 
their governments, gold for their products at a ridiculously low price, 
in most cases below the cost of production. 

For the last 20 years two wars kept world demand for both raw 
materials and manufactured goods above potential supplies, and 
the highest cost producer was able to sell his maximum output. At 
the present time almost nothing is in short supply, and the high-cost 
producer will no longer have a ready market for his product. The 
United States producer is the high-cost producer. 

If the United States has increasing imports, already apparent, 
accompanied by decreasing exports, the result will be an increasing 
foreign demand against our Fort Knox gold. 

With inadequate tariffs to provide protection this result seems in- 
escapable. When these demands are greater than the gold reserves at 
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Fort Knox, foreign governments will undoubtedly attempt to with- 
draw the gold they are entitled to, and the United States will have 
the alternative of refusing to deliver the gold under our present obli- 
gations, and thus, going off the international gold standard, or per- 
mitting the gold to be withdrawn until we have none, which will force 
us off the gold standard. 

In either event, without gold and without operating gold mines 
the value of the United States currency will be set not by the United 
States Government but by the foreign nations. 

Any further reduction in tariffs will accentuate this trend, and I 
sincerely hope that this committee will satisfy in their own minds the 
marta results before there is any extension of the Reciprocal Trade 

ct. 

I hope that I am wrong, but I greatly fear that I am right, the 
United States Government is faced, at the present time, either with 
a drastic depression which would lower the United States labor rates 
to a point where the United States industry could compete in a world 
economy—going off the gold standard entirely—or increasing tariffs 
to a point where neither of these would occur. 

(The press release referred to follows :) 


APPENDIX 


ITEMS FROM CURRENT PERIODICALS 


{From American Metal Market, January 15, 1958] 
MERCURY 


London market up £1 further to £71 per flask 


Lonpon, January 14 (Comtel).—Following Friday’s price increase of £1 in 
the quicksilver price, a similar advance today lifted the London ex-warehouse 
quotation to £71 per flask. 

Spot supplies of metal here are reported to be considerably reduced and a 
further upward price adjustment before long is considered a distinct possibility 
in some quarters. Spain and Italy are still competing and their origin prices 
remain about £10 above London. 


{From American Metal Market, January 9, 1958] 
MERCURY 


Italian producers form new joint sales office 


Lonpon, January 8 (Comtel).—It is rumored in London quicksilver market 
circles that the two principal producers of quicksilver in Italy—Monte Amiata 
and Siele—will form a joint selling agency to market their combined output 
through a sales office in Rome. 

Several years ago, both Spanish and Italian producers sold their production 
through an organization known as Mercurio Europeo, but this was dissolved 
in 1949. The dissolution was believed to be due to disagreement within the group 
over large Italian sales to the United States. 

RomME, January 8 (Comtel).—A spokesman for Monte Amiata and Siele con- 
firmed today that a joint sales office has been established to market the output of 
these two principal producers of quicksliver in Italy. The sales office, called 
Mercurio Italiano, has been functioning since the start of 1958. 

Higher price expected.—Meanwhile, in the London market, dealers’ opinions 
continue to differ somewhat over the London ex-warehouse price of quicksilver. 
Some quarters stress that consumers can still get metal at £69 a flask, while 
others maintain that generally slightly higher prices have been realized. 

Most agree that the market undertone is stiffer than for some small time 
past and that the possibility of a slightly higher quotation before long cannot 
be ignored. 
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Oversupply reduced.—A fair amount of Mexican metal is believed to have been 
removed from the market—the chief depressing influence over past weeks— 
and offers from that country are now reported to be on a reduced scale. 

The present rate of offtake, however, is not particularly impressive, according 
to some sources. 

Spain and Italy are still not competing effectively at prevailing low levels 
with the f. o. b. price still around £10 higher than London. 


{From the Journal of Commerce, November 29, 1957] 
MERCURY IN FROM SPAIN 


Despite the recent sharp drop in domestic mercury to the basis of $224.50 to 
$225 per flask, some new lots have arrived from Spain. 

It is understood that the late shipment of 200 flasks is against contract pur- 
chases made some time ago. Under the terms of some of the contracts purchase 
price is on the basis of current market prices here at time of arrival. 





{From American Metal Market, November 14, 1957] 
MERCURY 


London market off further to £71 per flask 


Lonpon, November 13 (Comtel).—A further reduction is reported in the ex- 
warehouse quicksilver price from £72% to £71 per flask. 

Trade quarters say the market position of the metal has undergone no material 
change since the previous price move on October 29. They added that United 
Kingdom demand is still disappointing with supplies, notably Mexican metal, 
more than adequate. Spanish and Italian quicksilver producers are still aloof. 
They maintain their selling price at the equivalent of about £85 per flask on the 
spot here. 





(From American Metal Market, January 24, 1958] 
MERCURY 


Roura & Fourgas, Ltd. named agents for Mercurio Italiano 

Lonpbon, January 23 (Comtel).—It is learned here that Mercurio Italiano, the 
recently constituted joint selling agency comprising Monte Amiata and Siele, is 
now officially functioning. Roura & Fourgas, Ltd., London, who were agents for 
Amiata—lItaly’s largest producer—have been made sole selling agents for the 
new concern in the United Kingdom, the sterling area and West Germany. 

Mercurio Italiano is reportedly offering quicksilver at £80 per flask f.o.b. In 
London, however, the ex-warehouse price stands at £73 per flask. 

The Cuatrman. Mr. Williston, we thank you, sir, very much, for 
coming to the committee and giving us not only the benefit of your own 
views, but of the conference of governors on this matter before us. 

Mr. Wiuiston. Thank you, sir. _ 

Mr. Curtis. I have just one question. 

If this resolution of the western governors’ conference were 
adopted, would it not be necessary for the United States to get some 
sort of waiver similar to the waiver we got for agricultural products, 
from GATT? 

Mr. Wixuiston. I can only speak for the governors expressly as they 
set out in the resolution. 

However, I have acted as chairman of their advisory committee for 
several years. 

Tn relation to those requests of the governors, the reason that Govern- 
nor Smiley felt that should be in the record at this time is that that is 
what those Western States feel that they need very urgently. 


nn SN 
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It very apparently conflicts with several sections of the Reciprocal] 
Trade Act, so they hoped, I am sure, all of the governors hoped, that 
in extending the Reciprocal Trade Act, if it is to be extended, that 
provision be made so that some of these things so necessary to the 
Western States could still be accomplished under the provisions of the 
act as it is finally performed. 

Now, that is my interpretation of their feeling. 

I cannot commit the governors except when they actually write 
something down. 

Mr. Curtis. I was not asking from that standpoint. I was asking 
for your own thought. 

It would seem to me that probably if these things were implemented 
it would mean that the United States would have to get a waiver from 
the other countries in GATT. 

Mr. Witutston. I would certainly imagine that they would. The 
question arises insofar as the strategic metals and many of the critical 
minerals, that unless something is done at this time all of the industry 
will go down the drain. 

If we get into another emergency we will have to go through what 
we did in 1941, what we did in 1950, and which was done by this com- 
mittee, to try to bring those industries back to life, but it will be very 
difficult to do a third time. ; 

The Cuarrman. Thank you again, Mr. Williston. 

Without objection, the committee will recess until 2 p. m., and the 
next witness will be Mr. L. E. Good. 

(Thereupon, at 12: 20 p. m., the committee was recessed, to reconvene 
at 2 p. m., same day). 

AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

Mr. Grecory (presiding). The committee will come to order. 

The first witness is Mr. L. E. Good. 

Mr. Good, will you identify yourself for the record, please. 


STATEMENT OF L. E. GOOD, VICE PRESIDENT, H. M. ROBINS CO., ON 
BEHALF OF WORLD AFFAIRS COMMITTEE, GREATER DETROIT 
BOARD OF COMMERCE 


Mr. Goov. Mr. Chairman, my name is L. E. Good. I am vice presi- 
dent of the H. M. Robins Co., a medium-sized export factory in 
Detroit, Mich. 

I am appearing here as a member of the World Affairs Committee of 
the Greater Detroit Board of Commerce, designated to give the board’s 
views on the extension of the Trade Agreements Act. 

I thought it might be of some interest to the committee that just 25 
years ago this present time, my partner and associate, Mr. Robins, ap- 
peared before his committee in support of the act that became law in 
1934, and I think showing a rather interesting continuity in the sup- 
port of a liberal foreign trade policy on the part of the Detroit indus- 
trial and business community. 

The Greater Detroit Board of Commerce, which is the local chamber 
of commerce, represents the interests of many thousands of firms and 
individuals in all fields of industry and commerce. 
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It might be of interest to this committee that while automotive 
factories still seppovent a vital factor in the total industrial picture in 
Detroit, diversification of our industry has gone forward in rapid 
strides. 

Detroit’s tremendous volume of manufacturing, other than auto- 
motive, can perhaps be best illustrated by showing that from an aver- 
age 1949-51 percentage of nonautomotive employment in Detroit of 
48.3 percent, nonautomotive employment has increased for the first 
10 months of 1957 to 54.7 percent, an increase of about 6 percent. 

Thus, in addition to its preeminence in the making of motor vehicles 
and parts, Detroit holds firm leadership in machine tool aeccessories— 
tools, dies, gages, jigs, and fixtures—metal stamps, hardware, gray 
iron foundries, and inorganic chemicals, while its pharmaceutical and 
office machine factories are among the largest in the Nation. 

It has large brass rolling and copper mills and numerous substantial 
paint and varnish plants. There is voluminous production of iron 
and steel, rubber tires, industrial machinery, aircraft parts, and 
machine shop products. 

The reason for my appearing before your committee in favor of a 
long-term extension of the Trade Agreements Act, which we feel is 
in the national interest, lies in the fact that Michigan business and 
industry are materially affected by foreign trade. 

However, we feel it is also in the national interest. 

We are concerned by recent tendencies in certain sectors of our 
economy to insist not only on continued protection, but an even greater 
protection from competition. We do not share this view. 

The reason for the board’s interest in the extension of the Trade 
Agreements Act is the real stake that our industry and commerce have 
in healthy, expanding world trade. 

I believe this cannot be better illustrated than by citing the results 
of a survey made by the Legislative Reference Service of the Library 
of Congress, published as House Document 209, 85th Congress, on 
request of several members of the Michigan congressional delegation. 

This survey, entitled “Foreign Trade Interests in the State of 
Michigan,” was, incidentally, the first such survey on a statewide basis. 

What does the survey show? It covered 76 percent of all employ- 
ment in manufacturing in the State of Michigan, and disclosed the 
following results: 

Eight out of ten workers in manufacturing employment in Michigan 
are on the payrolls of firms having a positive interest in foreign trade. 
This positive interest was defined by the survey as companies: 


Which export some of their products, or use imported materials, or both. 


Only 1 out of 10 workers was employed by manufacturing firms 
which encountered competition from imports or firms whose import 
competition outweighed its export interest. 

The remaining 1 out of 10 workers in manufacturing employment 
were on the payrolls of firms which had no interest in foreign trade 
whatever. 

I should point out that these results do not mean that 8 out of 10 
workers are directly employed in foreign trade, but rather that this 
number of workers are with firms which have a real stake in foreign 
trade and investment. 
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In order to save the committee’s time, I would like to ask permission 
to omit reading the following analysis of the report which gives 
more detail. 

The result of this survey bears out the correctness of the consistently 
forward looking views of the Detroit business community on the sub- 
ject of United States foreign trade policy, as expressed through the 
Greater Detroit Board of Commerce. 

The survey, ome wy by Michigan’s Senators and a majority of the 
Representatives from Michigan, was made by the Legislative Refer- 
ence Service of the Library of Congress, under the direction of its 
senior specialist in international economics, Dr. Howard S. Piquet. 

Cost of the project was borne by the Legislative Reference Service, 
except for travel and expenses involved in duplicating and maili 
the questionnaires. Funds for these purposes were made available 
by a committee of soem yt businessmen, under the leadership of the 

reater Detroit Board of Commerce. Persons with widely divergent 
points of view in regard to foreign trade policy were members of this 
committee. 

The results of the survey are based on answers to a questionnaire 
sent to manufacturing firms, mining enterprises, and agricultural 
organizations throughout the State, “ete rertes by personal inter- 
views made on field trips covering all of Michigan. 

This is the first statewide study made of the importance of foreign 
trade to employment, is not an economic analysis of the effects of 
foreign trade on the overall economy of Michigan. 

The study is an analysis of the responses to a detailed questionnaire 
which probed for facts on attitudes toward exports, reliance on imports 
and the inroads—actual or potential—of import competition on each 
respondent’s business. 

he overwhelming importance of foreign markets and sources of 
supply to Michigan employment is underlined by the fact that when 
there was doubt whether the export interest or the fear of import 
competition was predominant the company was allocated to the import 
competitive column. The survey showed: 

The automotive industry stands by itself with a heavy interest in exports 
and imported raw materials. The other industries within the State may be 
grouped according to their predominant foreign trade interest. There are 5 
industries in which a positive foreign trade interest far outweighs any concern 
over import competition, and 5 in which concern over import competition out- 
weighs any positive interest in foreign trade. 

The five industries in which a positive foreign trade interest is predominant 
are: machinery, fabricated metals, primary metals, electrical machinery, and 
transportation equipment—other than automotive. Together they employ 36 
percent of all manufacturing workers in the State. 

The 5 industries in which concern over import competition outweighs any 
positive interest in foreign trade are: chemicals, lumber and millwork, leather 
products, instruments, and petroleum products. These 5 industries, considered 
together, are much smaller than the 5 in the positive interest group and account 
for not quite 7 percent of all manufacturing workers in the State. 

Other manufacturing industries accounting for the 18 percent of all manu- 
facturing workers are: food products, tobacco products, textiles, apparel, furni- 
ture and fixtures, paper products, printing and publishing, rubber products, 
stone-clay products, and miscellaneous. In all of them the positive foreign 
trade interest outweighs concern over import competition. In two of them con- 


cern over import eompetition comes close to equaling the positive interest— 
namely, stone, clay, and glass products, and apparel. 
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Since companies with a positive interest in foreign trade tend to be 
the larger pee of manufacturing labor, it is interesting to com- 
are the numbers of companies which either have a direct interest in 
oreign trade, or in which the positive foreign trade interest out- 
weighs the fear of import competition, with those companies claiming 
import competition. 
porting firms baba, a positive interest in foreign trade made up 
43.5 percent of the total and employed 83.6 percent of the workers 
covered by the survey, while 11 percent of the reporting firms—em- 
loying 6.4 percent of the workers covered—report that they encounter 
import competition. 

Riporting firms claiming to have no interest in foreign trade made 
up 11 percent of the total and employed 10 percent of the labor 
covered by the survey. 

The survey found that: 

The value of output of all the reporting companies in 1954 amounted to almost 
$20 billion, of which the automobile industry accounted for over $12 billion. 


Companies reporting that they face import competition, while neither selling 
for export nor using imported raw materials, produced goods valued at $354 


million, in the same year, which was less than the value of the goods exported 


by companies reporting a positive interest in foreign trade. 

In the same year, companies reporting a mixed foreign trade interest had an 
annual output of $11,300 million and exported goods valued at $433 million. 

Although companies which reported that they have no direct interest in foreign 
trade account for over 46 percent of all the companies reporting, they produced 
goods valued at only slightly more than $1 billion in 1954. 

The overall result of this survey shows that, by whatever standard 
used, the State of Michigan has an overwhelmingly important stake in 
exports and imports and their expansion. The value of Michigan 
production and a large share of its employment are directly related 
to the health and vigor of the international economy. 

I would like to give one other illustration of the importance of 
exports to the health of the Michigan economy : 

In 1954, Michigan was among important suppliers of exports to 
Switzerland, following New York and Ohio. 

In 1956, according to recent data published by the Ameciran Society 
for Friendship with Switzerland, Michigan outranked both Ohio 
and New York in the value of goods sold to Switzerland, one of our 
best European cash customers, which has consistently been buying 
more from us than we have bought from her. At this point I would 
like to have inserted in the record if I may, the results of an inter- 
esting poll that was taken in the Detroit Free Press, one of our lead- 
ing newspapers. 

This was subsequent to the preparation of this testimony. 

Mr. Greeory. Without objection, that may go into the record. 

Mr. Goop. They found that 90 percent of the people polled were 
in favor of the extension of the Trade Agreement Act, and some 92 
percent were interested in the encouragement of the common market. 

The figure that I would like to have emphasized there is the fact 
that 90 percent of the people polled were in favor of the Reciprocal 
Trade Agreements Act extension and that is the material that I would 
like to have entered into the record. 

(The material referred to follows :) 
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[From Detroit Free Press, February 21, 1958] 
“Great Decisions”—Free Press Reapers ror Free Trape 
(By Robert Boyd, Free Press staff writer) 


Free Press readers believe in free trade—judging from votes on the first 
great decisions foreign policy issue this week. 

Both Republicans and Democrats who marked ballots on the problems raised 
by Europe’s new common market strongly favor knocking down world trade 
barriers. 

The ballots were printed in the Free Press Sunday magazine, along with a 
page of background information. Another page and a new ballot will appear 
next Sunday—this time on the Middle East situation. 

Results of each week’s poll will be made known to area Congressmen to guide 
them in voting on foreign policy. 

Here is how the ballots ran on international trade: 

Ninety-two percent to encourage the common market, a plan to abolish all 
trade walls between six western European nations. 

Highty-three percent to encourage similar regional agreements in other parts 
of the world. 

Righty-eight percent to renew United States membership in GATT, an organi- 
zation to lower worldwide trade barriers. 

Ninety percent to extend the Reciprocal Trade Agreements Act, which would 
lét President Eisenhower cut United States tariffs. 

Republicans sent in 42 percent of the ballots, and Democrats 16 percent, 
The other 42 percent listed no party. 

Republicans were a little less enthusiastic than Democrats about a more 
liberal United States foreign trade policy. 

Ballots from Republicans ran 90 percent in favor of European economic inte- 
gration. But only 82 percent of the GOP votes wanted the United States to 
lower its own tariff walls. 

Democratic ballots were nearly 100 percent for trade cooperation—both in 
Europe and the United States. 

Independent ballots were 90 percent for cooperation. 

Free Press readers didn’t limit their foreign policymaking to checking their 
ballots. 

They scratched out parts of the answer, added in the margin, penned letters 
of comment. 

Not everybody wanted the United States to support the European common 
market. 

“Quit messing around with the internal affairs of Europe,” advised a Bay City 
Republican lawyer. 

“We can’t compete with their lower wage scale,” a retired Detroit couple wrote. 

But a 60-year-old housewife from Monroe said: “The United States should not 
be afraid of competition along any line.” 

“When Europe is self-supporting, I think we would save taxpayers’ money by 
not having to give them money each year,” commented a World War I veteran 
from Drayton Plains. 

And a 43-year-old college professor warned: “Heaven help the United States if 
the Reciprocal Trade Agreements Act is not renewed.” 

Readers also came up with their own foreign policy suggestions. 

A Republican engineer from Grosse Pointe wants the United States to explore 
the possibility of a Federal union with other free countries. 

A 27-year-old Democrat feels the Common Market should be expanded from six 
nations to all European countries. A Detroit chemist believes the Central Ameri- 
can Republics would benefit from a similar scheme. 

“Great Decisions” is a nationwide program to get citizens to take an active part 
in shaping American foreign policy. It is backed by President Bisenhower and 
political leaders of both sides. 

You are invited to form your own discussion group among your friends and 
neighbors. Easty-to-understand information is available to you in the Sunday 
Free Press and impartial “fact sheets” supplied by the Junior Board of Com- 
merce (phone WO 3-3214). 

A radio panel discussion of next week’s topic, the Middle Bast, will be broadcast 
over WJBK at 5:30 p. m. Sunday. 
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Mr. Goop. These illustrations, I believe, give you a good idea why 
we in Michigan believe that freer trade is essential to us. 

However, we don’t think our position is unique. We are firmly con- 
vinced that a forceful and forward looking trade policy is essential to 
the Nation as a whole. 

There are several reasons why the extension of the Trade Agreements 
Act is of vital importance to the United States. 

One of these is the emergence of the European Economic Com- 
munity, the so-called common European market, which came into 
operation in January of this year and which may in the future become 
part of a European free trade area. 

While we must welcome efforts to break down the unnecessary bar- 
riers which for so long have held back a stronger, more viable Europe, 
we also recognize the need for the Trade Agreements Act to provide 
us with an opportunity to negotiate with the common market for the 
mutual reduction and stabilization of trade barriers. 

We believe that continued negotiation authority is necessary to pre- 
serve our commercial stake in Europe and to prevent discrimination 
nc American goods in that area, and believe me, that is a sizeable 
market. 

The European Economic Community has a population almost as 
large as that of the United States and has been a good customer of ours. 
Last year, approximately $3 billion worth of American goods was pur- 
chased from us by the 6 common market countries. About 15 percent 
of all our exports went into that market. 

That stake must be preserved and for the United States to abandon 
the only proper vehicle for safeguarding this interest would be short- 
sighted indeed. 

Since the common market will take some 12 to 15 years to bring 
about the economic integration of the 6 common market countries, 
we feel it is important for the Trade Agreements Act to be extended 
for a long-term period. 

In order to give us that extended negotiation potential to work 
with our European trading partners for a reduction of trade barriers 
and to prevent the rise of a common tariff wall in Western Europe, 
some stability of legislative intent and the long-term extension of 
the Trade Agreements Act is essential. 

We must also be fully aware that a lapse of the Trade Agreements 
Act would be a warning to our trade partners that the United States 
is about to return to protectionism in its commercial policy. The 
result would be a vicious cycle of growing restrictions against Ameri- 
can exports around the world with a seriously adverse effect on our 
economy. 

This result would, in all probability, also be the case, should the 
basic Trade Agreements Act be seriously weakened. 

Another reason why a weakened and debased Trade Agreements 
Act might have calamitous consequences for the United States is due 
to the real threat of the commercial warfare promised by Khrushchev. 
We cannot take lightly Khrushchev’s boast that he is declaring war 
on the United States in the field of commerce, or, as he put it, “We 
declare war on you in the peaceful field of trade.” 

I do not think any of us take Mr. Khrushchev very lightly, since 
we have seen what has happened in the satellite program, but he has 
promised to declare warfare on us in the peaceful field of trade. 
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We may not be able to counter every move the Soviet Union makes 
to wean away from the family of free nations those who are less 
committed, or less prosperous, or weaker. But. we can give our trad- 
ing partners a better opportunity to earn their way, with less re- 
liance on financial aid from us, and we can show them the promise 
= a better tomorrow by permitting them a fair chance on the market 
place. 

We wish to give our full support to the extension bill now before 
Congress, with these reservations : 

1. It would be highly desirable and even essential to achieve sta- 
bility for United States trade policy by extending the basic Trade 
Agreements Act not for a mere 5 years, but to provide for an exten- 
sion for 11 years. 

Such an extension would be most dramatic proof that we accept 
Khrushchev’s challenge in a field of warfare that America knows 
best. It would prove to our trading partners in the free world that 
American leadership in world trade was not being abandoned, but 
reasserted in a most constructive way. 

We should point out that a long-term extension of the Trade Agree- 
ments Act is also in the interest of American traders and producers. 
We cannot emphasize too strongly the need for stability in our trade 
policy so that the businessman can engage in long-term planning. 

Only by having a set of rules that is not changed every other year 
can the real prolactivity and real efficiency become effective for the 
American trader and manufacturer. 

The frequent reviews and changes in the Trade Agreements Act, 
through the recent past, have been a hardship for our trading partners, 
as well as for American foreign traders. 

2. We do not agree with the provision permitting the increase of 
tariff rates on the 1934 base rather than the 1945 base as at present. 
No need has been demonstrated for tariff increase authority on such 
a sweeping scale. It would introduce an element of even greater 
instability in United States tariffs than has recently been the case. 

3. We can see little reason for providing, in the bill now before your 
committee, for the institution of an escape-clause investigation follow- 
ing a finding by the Tariff Commission in a peril-point investigation 
that a given tariff rate may cause injury to domestic producers. 

Since under present legislation a request for an escape-clause inves- 
tigation is the right of any industry suffering or threatened with 
injury, this new provision can only bring up the question, “Why did 
not the affected industry request an escape-clause investigation on its 
own behalf?” 

4. In our view, the Trade Agreements Act, both in design and execu- 
tion, should be regarded as being in the national rather than specific 
interest. For this reason, we are firmly convinced that the safety 
features which are now part of the legislation, such as the escape clause, 
should be so administered that it continues leaving the determination 
of facts up to the Tariff Commission. 

The executive branch, on the other hand, should retain authority 
to accept or reject Tariff Commission recommendations which are 
based on narrow standards of judgment. No one agency such as the 
Tariff Commission is now or should be in the future charged with 
determining what is in the national interest. 
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The possibility of overriding considerations of national security, 
of foreign policy, or of relations with specific countries can only be 
determined — administration as a whole. 

Thus the President must continue to be allowed to consider the 
national interest in accepting or rejecting recommendations based on 
narrow criteria. 

5. Furthermore, we feel that the Tariff Commission must be charged, 
in its escape-clause investigations, with requiring proof that the claim 
of actual or threatened “injury,” is based on competitive imports bein 
the major cause, not merely a contributing factor, to such allege 
injury. 

} _— is more destructive of goodwill and respect for United 
States policies than the use of “escapes” economically unjustified and 
morally wrong. 

The Trade Agreements Act is no longer an antidepression measure 
as it was when first passed by Congress. It has become an important 
instrumentality of United States commercial policy. Its impact is 
worldwide, for good when forcefully extended, or for harm if hedged 
about with restrictionist amendments. 

To us here at home it means faith in a dynamic economy strong 
through diversification and technological development. To our 
friends abroad it has taken on a meaning of American maturity and 
ae in a field in which we have excelled, in production and 
trade. 

Let us not jeopardize the important stake that American business, 
industry, and faker have in expanding foreign trade and the better 
availability of the foreign resources that we need for industrial pro- 
duction. We need this legislation also because it is evidence of a 
necessary faith in the viability of our dynamic economy. 

Mr. Grecory. Does that conclude your statement, Mr. Good? 

Mr. Goop. Yes, sir. 

Mr. Grecory. Are there any questions? 

If not, we thank you for your appearance before the committee, 
and your testimony. 

Mr. Goop. Thank you. 

Mr. Grecory. The next witness is Charles C. Fichtner. 

Will you give your name and address to the clerk? 


STATEMENT OF CHARLES C. FICHTNER, EXECUTIVE VICE 
PRESIDENT, BUFFALO CHAMBER OF COMMERCE 


Mr. Ficutner. My name is Charles C. Fichtner, executive vice 
president, Buffalo Chamber of Commerce. 

Mr. Kroeu. Mr. Chairman, I would like very much to have the 
Spportinity to commend Mr. Fichtner to the committee as the very 
alert and efficient head of one of the more alert and efficient groups 
of businessmen that we have in the State of New York. 

It has been my pleasure to receive communications from Mr. Ficht- 
ner on a number of occasions. 

I am glad to see you again. 
Mr. Crit: We are very happy to have such a distinguished 
member as you from the State of New York on this committee. 

Mr. Kroeu. Thank you. 
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Mr. Grecory. Can you complete your statement in 10 minutes, Mr, 
Fichtner ? 

Mr, Ficutner. I can, sir. 

I would like first to request permission, Mr. Chairman, to insert 
a one-page statement from one of the members of our international 
trade committee, who is unable to be here and whom in a sense I 
am representing. 

Mr. Grecory. Without objection it may be placed in the record. 

(The statement referred to follows :) 


STATEMENT OF GERALD B. HENRY, PRESIDENT, HENRY & HENRy, INC., AND MEMBER 
oF INTERNATIONAL AFFAIRS COMMITTEE OF THE BUFFALO CHAMBER OF Com- 
MERCE, ON EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS ACT 


The members of the international affairs committee of the Buffalo Chamber of 
Commerce, representing export and import interests in western New York, are 
particularly interested in a long-term extension of the Reciprocal Trade Agree- 
ments Act. Many firms in our area, which do a substantial volume of export 
and import business, will be beneficially effected by an extension of at least 
5 years. 

In 1956, some 41%4 million people in the United States derived their livelihood 
from foreign trade and about 8 percent of our manufactured goods were ex- 
ported. In some industries as much as one-fifth to one-third of the products 
manufactured were sold abroad. 

This country is wholly dependent on other countries for its entire supply of 
natural rubber, tin, and several other raw materials. We import about one-half 
of our wool, one-third of our copper, and one-quarter of our iron to keep our 
industrial wheels in motion. 

No country is self-sufficient. Raw materials and manufactured products 
should flow between nations with the least possible restriction in order that each 
may have the advantage of the natural resources and the special productive 
abilities of the others. 

The reciprocal trade agreements program, in effect since 1934, has been a 
substantial factor in the nearly tenfold increase from $3.1 billion in 1933 to the 
$30 billion volume of trade between this country and friendly nations during the 
past year. Over $17 billion of that amount was paid to us for the products sold 
and the services rendered to other countries. To maintain and increase this 
Nation’s export business, it is necessary that we buy from other peoples in a 
volume sufficient to supply them with dollars for their use in the purchase of 
our goods. 

We are confident that even greater trade would have been generated if, in the 
past, the act had been renewed for longer than 1-, 2-, and 3-year periods. The 
renewals of the act for such short periods of time caused feelings of uncertainty 
and hesitancy on the part of our foreign customers. A renewal for at least a 
5-year, and preferably a 10-year period, would create a feeling of confidence in 
the stability of our foreign economic policy that would stimulate long-term busi- 
ness planning for increasingly greater international buying and selling. 

In order that the United States may continue to maintain its economic leader- 
ship among the free nations of the world, every possible program should be 
fostered that will encourage further development of international commerce. 
A long-term renewal of the Reciprocal Trade Agreements Act would prove of 
great benefit toward encouraging more two-way trade. 

Furthermore, trade between nations engenders friendship and understanding. 
Peoples who are amiable and understand each others’ problems do not go to war 
against each other. 

A 5- to 10-year renewal of the act, giving wide authority to the President to 
negotiate trade agreements, together with the proper safeguards for the overall 
economy of the United States, is urged in the interest of this country’s future. 

We wish to stress two facts: First, that this country cannot expect concessions 
from other countries unless we are prepared to reciprocate; and, second, every 
present safeguard for United States industry in relation to imports as decided, 
after hearings, by the Tariff Commission will be retained in the proposed 
renewal act. 
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We believe, therefore, that renewal of the Reciprocal Trade Agreement Act 
on a long-term basis will not only increase the economic benefits to this country 
that are derived from international trade, but greatly strengthen our position as 
a world leader. 

Mr. Ficutner. The Buffalo Chamber of Commerce, comprising an 
association of 3,300 business executives and 2,200 firms in the Niagara 
Frontier, strongly supports the proposal to renew the Reciprocal 
Trade Agreements Act for at least a 5-year period. 

We urge the act’s extension after July 1 in order to maintain and 
expand jobs and the welfare of people of western New York as well 
as to advance national interests. 

In the business community served by the Buffalo Chamber of Com- 
merce, there are more than 400 firms actively engaged in foreign 
trade. The Buffalo area, one of the great industrial centers of 
the Nation, produces a long and varied list of manufactured products 
which are marketed abroad. Among them are flour, feed and cereals 
pharmaceuticals and drugs, automotive parts, accessories, tools and 
supplies, musical instruments and record players, chemicals, dental, 
surgical, and scientific instruments, machinery of all types—sugar 
mills, cloth cutting, food processing, metalworking, packaging, chemi- 
cal, et cetera—hospital equipment, furniture, abrasives, business ma- 
chines, electrical equipment, motors, pumps, heat exchanges, et cetera. 

The sale of Buffalo-made products abroad is necessary to maintain 
low unit production costs and to maintain local full employment. 

In the year ending August 1957, the Buffalo Customs District han- 
dled $832 million of exports. Even that large figure is not the com- 
plete story inasmuch as large quantities of Buffalo-made products are 
cleared through New York City and other seaboard ports. 

It is axiomatic that international trade must be two-way, that im- 
ports are paid for with exports, and that the volume of exports de- 
pends upon imports. Any backward step to a national policy of high- 
tariff protectionism would bring idle plant capacity, unemployment, 
and economic recession to our area. 

We estimate that 30,000 to 35,000 jobs in western New York depend 
upon export-import trade. With the opening of the St. Lawrence 
seaway, a further expansion is eagerly sought in this international 
trade at the port of Buffalo. Fifty-one foreign ships docked at Buf- 
falo in 1957. We anticipate that the number of these ships and the 
volume of tonnage they carry will rapidly increase. Certainly it 
would be inconsistent for the Federal Government to make a heavy 
investment in the St. Lawrence seaway and then to stultify its use by 
a restrictive international trade policy. 

From a national point of view also, the supplying of foreign mar- 
kets with dollar exchange by importations of goods and services is 
necessary to maintain a high level of United States manufacturing and 
employment. 

The Reciprocal Trade Agreements Act, in effect since 1934, has been 
a prime factor in increasing production and jobs. The rise of $2 
billion over 1956 in exports was the equivalent to more than half 
the increase in the volume of all goods and services produced in the 
United States last year. 

The fact that imports rose only 0.4 billion in 1957, causing a loss 
of gold and reserves in countries important to United States export 
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trade, is significant in its timing on the course of recession in the 
United States since last summer. 

Not infrequently in United States economic history the sequence 
has been : 

1. A decline in imports, followed by 
2. A decline in exports, and 
3. A general depression. 

The extension of the act at this time, moreover, is of worldwide 
political importance. The promises of the Soviet Union have already 
caught the imagination of peoples of less developed countries. If the 
United States pulls into its shell by restraining imports, the economic 
interest of those countries must necessarily be oriented toward Russia, 
thus adding to the perils now facing the free world. 

If American exports be maintained, while imports are curtailed, 
the dollar gap would widen, the gup could be filled by increased for- 
eign aid handouts. But that would mean adding to the heavy burden 
of taxation on American business and individual taxpayers for the 
benefit of special groups enjoying tariff protection. 

Properly understood, such a policy would be highly unwelcome, 
both to the giver, the United States taxpayer, and to the recipient. 
Trade, not aid, is the only sound and durable base for our foreign 
relations. 

Another reason that the United States should maintain an expan- 
sionary foreign trade posture is the impending economic integration 
of Western Europe, as just discussed by the Greater Detroit Board of 
Commerce. 

The common market with its 170 million consumers will become an 
area of unrestricted trade as extensive as that of the United States 
of America. The United States in its own interest cannot afford to 
forgo its share in this development by withholding the opportunity 
to this vast population to earn enough dollars to buy all it wants of 
the products of American farms and factories. 

Like the Greater Detroit Board of Commerce, also, we think that 
it would be preferable to extend the Reciprocal Trade Agreements Act 
to 10 years rather than the proposed 5. 

The shortness of the act’s renewals in the past has made long-range 
business planning risky. Businessmen need the certainty and stabil- 
ity that go with periods of time reasonably needed to build efficient 
marketing organizations. 

The escape-clause feature, although not frequently used, has been 
a deterrent to confidence that a successful importing program will 
not suddenly be destroyed. If its use is continued, it should be 
restricted as a “temporary reprieve,” rather than applied as permanent 
protection, so that the lower limit of the tariff would be restored at the 
end of the reprieve. 

The Buffalo Chamber of Commerce has long urged simplication 
and certainty in the administration of customs. Our Canadian friends 
have complained more about the delays and annoyances resulting from 
practices in valuing merchandise than about the levels of our rates of 
duties. 

What is needed is adoption of tariff nomenclature fixed by the 
Brussels Convention of 1955 to remove present uncertainties of 
classification and import tax. 
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The American economy has never been, and never will be, self- 
sufficient. Protectionism may temporarily shield a few at the expense 
of the many. In the long run restricting imports destroys national 
wealth and job opportunities. Foreign giveaways to stimulate United 
States export subtract also from national wealth. Economically, it 
is in the hard-headed self-interest of the United States to encourage 
import as well as export trade expansion. And because of our vital 
stake in the political fate of other nations, we must keep open those 
arteries of free world trade. Economic interdependence is the firmest 
of international political ties. Reciprocity in trade is vital to world 

ace. 

Thank you, sir. 

Mr. Grecory. Are there any questions? 

We thank you for your appearance and the information given the 
committee. 

The next witness is Mr. Sanford L. Schamus. 

Mr. Schamus, you are recognized for 15 minutes. 


STATEMENT OF SANFORD L. SCHAMUS, COUNSEL, WEST SIDE 
CHAMBER OF COMMERCE, CITY OF NEW YORK, INC. 


Mr. Scuamus. My name is Sanford L. Schamus. I am counsel to 
the West Side Chamber of Commerce of the City of New York, Inc. 

May I first say that our position on the matter of the renewal of the 
Trade Agreements Act may be summed up in the phrase “Steadily 
increasing and freer trade in our belief is the chief hope for the na- 
tional prosperity and international peace.” 

On the main points that have appeared in controversy after 3 weeks 
of hearings the chamber has asked me to state the following position: 

First, we believe that the President should be granted the full 5-year 
extension of the reciprocal trade agreements program ; 

Second, that his power of final decision over Tariff Commission 
recommendations should be continued rather than placed in the hands 
of the Tariff Commission or of the Congress itself, 

Third, we believe that the bill should be amended to eliminate the 
proposed authority for the President to restore 1934 tariff levels when 
convinced domestic industry is being threatened. 

Finally, that an adjustment program should be adopted in aid of 
those industries affected adversely by imports, including tax prefer- 
ences, permissive reinvestment practices, unemployment compensation, 
and job preferential replacement for the workers involved. 

The chamber represents the viewpoint of the typical small-business 
man, the main street merchant, if you will, although we do come from 
New York. 

The retail merchant’s ability to do business is affected by his cost of 
goods purchased at wholesale lcm his suppliers. 

In these hearings so far the typical witness, if I may suggest it, has 
been a manufacturer. But the retail establishments are also affected 
by the matters involved in this set of hearings. 

In our area alone there are nearly 5,000 retail establishments serving 
some 500,000 residents of Mambadtens Island. There are nearly 
4 million such small enterprises across the United States. 
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Roughly speaking, their interest represents the national interest. 
Frequently we hear the phrase “Tariff is a local issue”. 

This seemingly implies the votes of Congressmen on tariff matters 
are more likely to be influenced by the presence or absence in their own 
constituency of protected industries than by consideration of national 
interest. 

Of course, a Federal legislator has a legitimate concern for the 
welfare of his constituents. He may believe that the raising or lower- 
ing of the tariff rate involves no real conflict between local and na- 
tional interests. ; 

On the other hand, frequently it does. He may learn from the 
manufacturer in his district that competitive imports are increasing 
and that his business is on the downgrade. 

The manufacturer may claim that foreign competition is responsible 
for his difficulties. He will ask for increased tariffs or even ask for 
quota restrictions on imports. 

On the other hand, among his constituents may be firms selling a 
substantial part of their product abroad. They point out that in- 
creased imports make more dollars available to foreigners, who in turn 
can purchase more American goods. 

They suggest the alleged injury to the domestic firms in his district 
may arise from causes which have nothing to do with increased com- 
petition from abroad. 

They may suggest that instead, the complainant should cut his costs 
diversify his products, or explore his markets more thoroughly and 
then he will be able more successfully to cope with foreign competition. 

The magic word “adjustment” has been raised in these hearings. 
This may be described as the process of avoiding injury. 

It comprehends all methods of self-help including reduction of costs, 
constantly endeavoring to maintain their markets or improving their 
position vis-a-vis domestic as well as foreign competitors. 

On the other hand some firms are just not able through their own 
efforts to cope with increased competition from imports. So then we 
ask this question : 

What is the tariff policy of this country going to be? 

On the other hand, we have cut tariffs over the years in return for 
comparable concessions from other lands, an average of some 80 per- 
cent in the 24 year history of the Reciprocal Trade Agreements Act. 

In that period, American imports and exports have multiplied many 
times, yet now a protectionist tide has been rising again which threatens 
to swamp the administration’s request to extend the act for 5 years 
with authority to cut tariffs 5 percent a year. In our chamber we 
consider the proposal to vest final authority in the Tariff Commission 
or in the Congress a dangerous emasculation of our trade policy. We 
consider the protectionist trend unfortunate and, in the long run, 
dangerous for the most concrete of practical reasons. 

First, this is a competitive economy, and therein lies the secret of 
much of its startling success. It is axiomatic that in such an economy 
business must either meet competition or go into other businesses or 
get out of business. 

Domestic businesses have been making these adjustments—tech- 
nological competition alone has forced many of them—as long as there 
has been an America, and the result has been great and rapid economic 
growth. 
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Those firms and industries who complain that, for whatever reasons, 
they cannot meet foreign competition are simply trying to rationalize 
their own failure. That is bad enough. 

What is worse is that, to the extent that their complaints are now 
headed, the American economy loses its competitive character. In- 
stead, we get industries sheltered by the Government for no better 
reason than that they refuse to adjust to the logic of a competitive 
economy. That augurs further stagnation, ae than expansion, 
for America. 

Second, this is a consumer-directed economy, which is another reason 
it is the richest in the world. If the consumer is to remain sovereign, 
he must have freedom of choice among all competitors. His choice 
must not be restricted and his prices raised by the pressures of a few. 
That way lies a different, and a far less productive, economy than we 
have ever known. 

Third, this economy is not self-sufficient. The United States must 
depend on trade for many necessary materials. To fail to follow the 
course of expanded trade could prove very shortsighted. In our 
opinion, protectionism strikes at the very basis of American wealth. 
It temporarily protects a few at the eventual expense of many. But 
it does even more. In the long run, it strikes at the United States 
own interests in the world and the peace of the world. 

In the self-interest, the United States must be concerned with the 
faith of other nations. Today it expresses this concern largely in an 
expensive, indiscriminate, sm if I may suggest it, nenatale ineffec- 
tive program called foreign aid. 

By encouraging trade expansion we could eliminate much of this, 
and we could thereby help provide the actual basis of wealth elsewhere 
and give other nations tangible reasons for shunning communism. 

Our overriding world interests is peace. Peace, historically, travels 
the route of trade. It is when the commercial arteries are choked 
that the economic causes of war are generated. 

This is not to suggest that the Reciprocal Trade Agreements Act 
is the perfect vehicle, but at least it moves toward the goal which, 
in its own most hardheaded interest, should be this country’s goal. 

But the ultimate goal is not simply freer trade, but free trade in prac- 
tice as well as in preaching. Free trade might not eliminate all forei 
aid. There might still be need for help in catastrophe. There might 
still be some justification for military aid in certain cases, but, if the 
United States were clearly pursuing a free trade policy to the best of 
its ability, it would promote the kind of economic growth in the world 
that aid can never promote. 

In the so-called economic competition with Russia, trade provides a 
weapon that the Soviet cannot match. Freer trade, then, far from 
being the albatross pictured by the protectionist, would spear its own 
economic expansion. That is the lesson of history. 

In conclusion, we would call this committee’s attention to the re- 
cent report of the Joint Economic Committee of the Congress on the 
President’s Economic Report of 1956. The emphasis was placed on 
the international implications of a protracted recession. 

The committee pointed out the interrelationship between this 
Nation’s economy and world economic conditions. It concluded that 
the current recession assumes an importance beyond that of purely 
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domestic concern ; that our economic superiority may be as important 
as military superiority if, indeed, not more important in assuring 
peace and the conditions for improved living standards for the entire 
world. And the key to that interrelationship is two-way trade. 
Traiffs are not the proper way to protect our domestic industries. 

We must indeed face the fact that some industries may well be hurt 
through tariff concessions in order that exports continue high and to 
enable foreign countries to buy here. We must face this problem 
realistically and make whatever adjustment may be required. 

Of course, we may help those industries over whatever difficulty is 
created, but the way to do it is not by hiding behind high tariff walls at 
the expense of the national economy. We, therefore, call on the Ways 
and Means Committee to devise specific methods for meeting this pro 
lem along the lines suggested at the outset of this statement, which, in 
general, is embodied in Mr. Eberharter’s bill. 

Mr. Grecory. We thank you for your statement and the information 
given the committee. 

Mr. Kroon. I am sure Mr. Schamus will not mind if I attempt to 
clarify the record a bit. 

I am fairly certain that some of your five thousand establishments 
on the west side of Manhattan serve not only five hundred thousand 
residents of Manhattan, but I suspect you are also nice enough to let 
some people from Brooklyn go over there, too, are you not? 

Mr. Scuamus. They are always welcome, of course. 

Mr. Grecory. Thank you, sir. 

The next witness is Mr. T. A. Parks. 

Mr. Parks, can you conclude your statement within the ten minutes 
allocated ? 

Mr. Parxs. I think so. 

Mr. Greoory. All right, you may proceed. 


STATEMENT OF T. A. PARKS, CHAIRMAN, FOREIGN TRADE BUREAND, 
CEDAR RAPIDS CHAMBER OF COMMERCE, IOWA 


Mr. Parks. My name is T. A. Parks. I am associated with a 
large electronics industry in the export field. 

I am speaking today in behalf of the Chamber of Commerce of 
Cedar Rapids, Iowa. 

Mr. Chairman, the Cedar Rapids Chamber of Commerce, represent- 
ing 49 firms and industries directly or indirectly engaged in foreign 
trade, strongly feels that it would be detrimental to the Nation, and 
to Cedar Rapids, should Congress fail to extend the Reciprocal Trade 
Agreements Act of 1934. 

Working within the framework of this act, the United States has 
increased its markets abroad, through reciprocally lowering tariff 
and trade barriers, and liberalizing trade regulations, and occupying 
millions of our labor force. 

Congress must recognize that it is to the vital interest of the Amer- 
ican people that restraints on the free flow of international trade be 
kept to a minimum and protective measures be regarded as excep- 
tions to be individually dealt with as provided by this law. 

Nations and peoples buying from the United States must also sell 
to the United States necessarily demanding a mutually beneficial 
two-way international trade. 
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World trade is a necessary factor for world stability and peace, 
and United States leadership in the field of economic foreign policy 
must be maintained for the sake of the free world, lest we drive our 
free nations to turn to Russia as a customer and supplier, — 

This places in the hands of communism the potential to govern 
the involved nations economic well-being by either becoming their 
chief market, orientating their economy toward the communistic bloc, 
or refusing to offer this market, preferring to encourage economic col- 
lapse and consequently paving the way for dissatisfaction, infiltration, 
and eventual political domination. 

The United States foreign economic policy should be designed to 
facilitate the sound growth and development of commerce with other 
friendly countries, to expand their productive capacity, to increase 
their ability to earn foreign exchange and to repay loans, lessening 
their need for direct United States Government financial aid. 

Simultaneously we must further increase our volume of exports 
and imports, which surpassed $30 billion annually in 1956, to preserve 
this important economic keystone of our peace, prosperity, and 
welfare. 

This difficult dual-purpose program cannot be properly directed 
without well-defined legislation, a function which has been beneficially 
served in a proven manner by the Reciprocal Trade Agreements Act. 

It must be further recognized that the growth of the European 
common market will present the United States with a solid front 
with whom we must be prepared to intelligently and constructively 
bargain over a long-term period. 

This economic community will necessarily diminish the bargaining 
position of the United States, creating a need which must be met under 
competent guidance of a firm long-range policy, as dictated by the 
Reciprocal Trade Agreements Act. 

Failure to clearly indicate our position and abilities to enter long- 
term agreements with such an economic front can bring undesirable 
reciprocal effects unparalleled in United States history, potentially 
creating a third international bloc closed to our volume commerce. 

A view that the Reciprocal Trade Agreements Act has not been 
beneficial ignores the facts. The remarkable increase in trade from 
$3.8 billion in 1934 to $32.5 billion in 1957 has created substantial 
benefits, not the least of which is the 4.5 million workers who derive 
their jobs directly from foreign trade. 

In Cedar Rapids, exporting $25 million to $35 million in goods each 
year, foreign trade creates a job for 1 out of every 10 people engaged 
in industry. In many areas of the United States, Cedar Rapids in- 
cluded, any significant slackening of this foreign trade would be mul- 
tiplied in scope by its adverse effect on those serving the direct. re- 
cipients of income from foreign trade. 

The extent of this is impossible to measure, but the level of pros- 
perity existent in these areas under present conditions gives loud 
voice to the success of reciprocal trade. 

Discontinuance of the act means destroying our established rules 
in American foreign trade, rules which establish essential protection 
procedures as well as benefit that large segment of our economy 
desirably affected by the expansion of foreign trade. 

As it is with the Nation, so it is with Cedar Rapids, Iowa, whose 
workers and families realize that foreign trade has helped to give 
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— their high effective buying power of $5,334 annually, after 
axes. i 

Cedar Rapids is generally believed to be the largest per capita ton- 
nage exporting city in the United States and, recognizing the para- 
mount importance to the Nation and the world of a continuance of 
the reciprocal trade program, expresses serious concern with a move 
to turn the clock back to a tariff program that would restrict trade 
and undermine our economic and political position in world trade, 

We solicit the Congress of the United States to authorize a 10-year 
renewal of the reciprocal trade agreements program beyond June 
30, 1958, and to endorse constructive changes in its operating pro- 


visions in the direction of trade liberalization. 
Mr. Grecory. Thank you, sir. 


Are there any questions ? 
Mr. Krocu. No, but, Mr. Chairman, I assume that Mr. Parks wants 


his addenda to his statement placed in the record. 
Mr. Parks. Yes, sir; I would appreciate that, Mr. Chairman. 
Mr. Grecory. Without objection that may be placed in the record. 
We thank you very much for your appearance here and the informa- 
tion given the committee, Mr. Parks. 


Mr. Parks. Thank you, Mr. Chairman. 
(The addenda referred to follow :) 


SummAry RESOLUTION oF CHAMBER OF CoMMERCE OF CEDAR Rapips, Iowa 


Whereas the heart of our foreign trade policy, the Reciprocal Trade Agreements 
Act, inaugurated in 1934, has been successful in promoting international trade 
throughout the world, and resulted in record levels of United States exports and 
imports as well as progress and prosperity in friendly foreign nations through a 
greatly expanded worldwide exchange of goods ; and 

Whereas working within the framework of the reciprical trade agreements 
program, the United States has increased its markets abroad by reciprocally 
lowering tariff and trade barriers and liberalizing trade regulations; and 

Whereas it is to the vital interest of the American people that restraints in 
free flow of international trade be kept to a minimum and protective measures be 
regarded as exceptions ; and 

Whereas world trade is a necessary factor for world stability and peace and 
United States leadership in the field of economic foreign policy must be 
maintained for the sake of the entire free world; and 

Whereas it is recognized that nations and peoples buying from the United 
States must also sell to the United States and this necessarily makes for mutually 
beneficial two-way international trade; and 

Whereas the United States foreign economic policy is to facilitate the sound 
growth and development of commerce with other friendly countries, to expand 
their productive capacity, to increase their ability to earn foreign exchange and 
to repay loans, and to lessen their need for direct United States Government 
financial aid ; and 

Wheras the total United States volume of exports and imports surpassed 
$30 billion annually in 1956 and is a keystone to our own peace, prosperity, and 
the welfare of our citizens ; and 

Whereas Cedar Rapids, Iowa, is an important trading area where $25 million 
in manufactured goods and agricultural products is exported annually and 10 
percent of the labor force either directly or indirectly earn their livelihood by 
foreign trade, and which city is generally believed to be the largest export city 
in the United States on a per capita basis; and 

Whereas it is of the utmost importance that the gains made in world trade 
under the reciprocal trade agreements program be consolidated and expanded; 
and 

Whereas to assure continuance of this beneficial and productive program it is 
necessary to rally all citizens to join in an effort to preserve this law when it 
comes up for renewal next year in Congress ; and 
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Whereas Cedar Rapids, recognizing the paramount importance to the Nation 
and the world of a continuance of the receiprocal trade program, expresses 
serious concern with the move to turn the clock back to a tariff program that 
would restrict trade, and undermine our economic and political situation in world 
trade. 

Be it, therefore, resolved, that the Foreign Trade Bureau of Cedar Rapids, an 
organization dedicated to world trade and understanding, hereby requests Con- 
gress to authorize a 10-year renewal of the reciprocal trade agreement program 
beyond June 30, 1958, and endorses constructive changes in its operating provisions 
in the direction of trade liberalization. 


ForEIGN TRADE BUREAU OF CEDAR RAPIDS CHAMBER OF COMMERCE, 
Tom Parks, Chairman. 


Approved by the Board of director, Cedar Rapids Chamber of Commerce. 


Lou P. BoupreaAvux, President. 
JANUARY 17, 1958. 


ForREIGN TRADE AND CEDAR Rapips, Iowa 
Prepared by Foreign Trade Bureau, Chamber of Commerce, Cedar Rapids, Iowa 


The United States is the world’s greatest trading nation. No other nation on 
earth comes close to having the dollars and cents stake in foreign trade that this 
Nation has. The foreign trade of the United States is an integral part of the 
economic life of the Nation. 

As it is with the Nation, so it is with Cedar Rapids, Iowa. Lying in the heart 
of what was once the Nation’s isolationist belt, Cedar Rapids is vitally aware of 
the increasing importance of foreign trade to its own economic welfare. Its 
workers and their families realize that foreign trade has helped to give them 
their high effective buying power of $5,334 annually, after taxes. 

A recent national survey estimated that 7 percent of the total labor force in 
the Nation depended directly upon foreign trade for a livelihood. In Cedar 
Rapids 1 out of every 10 persons gainfully employed, or 10 percent of our labor 
force, either directly or indirectly earn their livelihood by foreign trade. It is 
generally believed that on a per capital tonnage basis, Cedar Rapids is the largest 
export city in the United States. 

Cedar Rapids products are sold in most all countries of the world exclusive 
of the Iron Curtain ones. As the British Empire of old, the sun never sets on 
products manufactured or processed in Cedar Rapids. Export managers from 
Cedar Rapids industries periodically are in Africa, South America, Central 
America, Europe, Asia, Australia, and the various islands on business. 

Cedar Rapids is internationally known as one of the world’s largest producers 
of highway and airport construction machinery. It has the largest cereal plant 
in the world, Quaker Oats Co., and one of the largest electronic companies, 
Collins Radio Co. 

Daily the assembly-line men in Cedar Rapids see their machines—rock crush- 
ers, power cranes, radio transmitters—with tickets on them indicating they are 
destined to Ceylon, Pakistan, Venezuela, Cuba, and the Belgian Congo. 

Even the farmers in the Cedar Rapids area are realizing that a share of their 
present income is derived from the exportation of such local agricultural products 
as corn, cornmeal, popcorn, oat flour, cereals, prepared feeds, meat poducts and 
lard from Cedar Rapids. 

Manufactured products from Cedar Rapids destined to all parts of the world 
include such items as: 


Mechanic hand tools 
Navigation equipment 
Sensitized photographic paper 
Television boosters 
Fertilizers 

Tractors 

Air conditioners 
Pharmaceuticals 

Precast concrete joints 

Grain milling machinery 
Pressure embalmers 
Passenger elevators 

Radio transmitters and receivers 
Machine chassis parts 
Earth-moving machinery 


Refrigerators 
Limestone spreaders 
Power cranes 

Drag lines 

Piston grinders 

Meat tenderizers 
Plumbing goods 
Asphalt plants 
Trampolines 
Gymnastic equipment 
Creamery machinery 
Belt conveyors 

Spark plug insulators 
Seeders 

Rock-crusher plants 





: 





1204 RENEWAL OF TRADE AGREEMENTS ACT 


Latest information indicates that 49 Cedar Rapids firms, listed below, are 
engaged either directly or indirectly in foreign trade: 


Acme Greeting Card Co. 

Acme Oil Burner 

Allis-Chalmers Manufacturing Co. 
Amana Refrigeration, Inc. 
Barnard & Leas Manufacturing Co. 
Bruchner Machine Co. 

Cargill, Inc. 

Cedar Rapids Block Co. 

Cedar Rapids Engineering Co. 
Cedar Rapids Tool & Die, Inc. 
Cherry Burrell Corp. 

Collins Radio Co. 

Corn King Co., Inc. 

Dearborn Brass Co. 

Divine Engineering Co. 

Electric Specialty Manufacturing Co 
Gordon Fennell Co. 

Hawkeye Rubber Manufacturing Co. 
Henderson Manufacturing Co. 
Highway Equipment Co., Inc. 
Intelectron, Inc. 

Towa Manufacturing Co. 

Johnson Gas Appliance Co. 

Kilborn Photo Co. 

Lattner, P. M. Manufacturing Co. 


Lefebure Corp. 

Link Belt Speeder Corp. 

Machine Products Co. 

Maney, Paul, Laboratories, Inc. 

Metal Crafters 

Midiand Industries 

Midwest Specialty Co. 

National Oats Co. 

Nissen Trampoline Co. 

Pal Engineering Co., Ltd. 

Penick & Ford, Ltd., Inc. 

Pickwick Co. 

Quaker Oats Co. 

Rapids Equipment Co. 

Scott, Norman, Co. 

Seal Tight Corp. 

Steel Products Co. 

Thomas Manufacturing Co. 

Transport Trailers, Inc. 

Tucker Manufacturing Co. 

Turner Company, The 
Jniversal Engineering Corp. 

Vigortone Products, Ine. 

Wilimac Instrument Co. 





These firms export approximately $25 million annually in manufactured and 
processed goods to all parts of the world. 
Last year the chamber of commerce validated certificates of origin to 108 


foreign countries: 


Aden French Equatorial Africa 
Alaska French Indochina 
Algeria French West Africa 
Angola Germany 
Argentina Greece 
Australia Greenland 
Austria Guam 
Bahama Islands Guatemala 
Bahrein Islands Haiti 
Belgian Congo Hawaii 
Belgium Holland 
Bermuda Honduras 
Bolivia Hongkong 
Brazil Iceland 
British Guiana India 
British Honduras Indonesia 
British Malaya Israel 

3urma Iran 
Canada Italian East Africa 
Cape Verde Islands Iraq 
Ceylon Jamaica 
Chile Japan 
Colombia Kenya 
Costa Rica Kuwait 
Cuba Labrador 
Curaco Liberia 
Cyprus Lebanon 
Denmark Martinique 
Dominican Republic Mexico 
Ecuador Morocco 
Eire Mozambique 
Egypt Netherlands 
Ethiopia Netherlands New Guinea 
Fiji Islands Netherlands Indies 
Finland New Zealand 
Formosa Northern Rhodesia 
France Norway 


New Caledonia 
Nicaragua 
Newfoundland 
Pakistan 
Panama 
Panama Canal Zone 
Paraguay 
Peru 
Philippine Islands 
Portugal 
Puerto Rico 
Rhodesia 
Ruanda-Urundi 
Salvador 
Sao Tome 
Saudi Arabia 
Scotland 
Siam 
Spain 
Surinam 
Sweden 
Switzerland 
Syria 
Tangier 
Thailand 
Trinidad 
Tunisia 
Turkey 
Union of South Africa 
United Kingdom 
Uruguay 
Venezuela 
Virgin Islands 

( United States) 
Yugoslavia 
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The importance of foreign trade to Cedar Rapids is emphasized by the positive 
steps taken by its civic and business leaders to encourage and develop overseas 
trade. In 1947 they organized and set up a foreign trade bureau within the 
framework of the chamber of commerce. This bureau is unique in Iowa in that 
it is the only one of its kind. It assists Cedar Rapids firms with their export 
problems, sponsors monthly foreign trade dinner meetings, validates certificates 
of origin and promotes better understanding of the importance of foreign trade 
in our national and local economic life. 

Mr. Grecory. Next is the Foreign Traders Association of Phila- 
delphia, Inc. 

I see three gentlemen listed here. Are you speaking for the three ¢ 


STATEMENT OF BERNARD DOUREDOURE, FOREIGN TRADERS 
ASSOCIATION OF PHILADELPHIA, INC. 


Mr. Dourepoure. Yes, sir. Iam sorry to say that the president of 
the association was in South America and his plane has been delayed. 
He was due here last night and he is not arriving until this evening. 

Mr. Grecory. If he would like, then, his statement will be made a 
part of the record. 

Mr. Dourepoure. Yes, thank you. 

(The statement referred to was not received by the committee.) 

Mr. Dourepoursr. I have been empowered by the vice paneneeay of 
the association to represent the association as well as myself. 

Mr. Grecory. Yes; will you please give your name for the record ? 

Mr. Dourrepourr. My name is Bernard Douredoure, president of the 
T. G. Cooper & Co., of Philadelphia. 

I am also a director of the Foreign Traders Association of Phila- 
delphia, and a past president. 

I am particularly interested in the Reciprocal Agreements Act. 

Mr. Grecory. How much time will you require? 

Mr. Dourepourr. I do not think I will require much over 10 minutes. 

Mr. Gregory. You may proceed. 

Mr. Kroon. Do you have a formal statement ? 

Mr. Dourepourr. I have a formal statement of my own and I have a 
resolution of the Foreign Traders Association which I would like to 
read. 

I was chairman of the import committee of the Foreign Traders As- 
sociation during nearly all of the 1930’s and at that time I made a study 
of the reciprocal trade agreements law and reported on it to the Foreign 
Traders Association and they unqualifiedly endorsed it and I headed a 
committee which aided the popular acceptance of the reciprocal trade 
agreements program by furnishing bad from our members to all 
of the schools, clubs, chambers of commerce, and so forth, who asked 
for it. 

We did that for 5 years. 

In that time we furnished about 100 speakers. That is the reason 
for my interest in it today. 

The Foreign Traders Association of Philadelphia consists of over 
405 members, principally companies and firms in the export business. 
There are a lesser number of importing companies and the balance of 
the members are made up of banks, steamship companies, insurance 
companies, freight forwarders, and service industries. 

The association represents nearly all of the people interested in 
foreign trade in the Philadelphia area and a survey made by the 
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Chamber of Commerce of Philadelphia about 3 or 4 years ago estab- 
lished that the port is the number one asset of Philadelphia and that 
the volume of business and jobs and profits furnished by foreign trade 
is one of the largest factors in the business of the Philadelphia area 
or the Delaware Valley, as we call it. 

The association there at their regular monthly meeting on November 
20, passed unanimously a resolution endorsing the reciprocal trade 
agreements and so advised the Honorable Jere Cooper, who I am sorry 
to say, is not with us. 

I would like to read the letter addressed to Representative Cooper: 

At the regular monthly meeting of the Foreign Traders Association of Phila- 
delphia, held on November 20, 1957, motion was made and unanimously passed 
that the association place itself formally on record as supporting the following 
recommendations : 

1, Approval of OTCA’s implementation of the general agreement on tariffs 
nn. Aoatest the two additional weakening amendments which are to be proposed 
by the protectionist group. 

(a) The amendment transferring review of the Tariff Commission findings 
from the President to the Congress under the escape clause. 

(b) The amendment spelling out the Tariff Commission’s scope of action in 
establishing import quotas. 

8. That the Reciprocal Trade Agreements Extension Act be renewed for 5 
or 11 years, preferably 11. 

We strongly urge the acceptance of these recommendations when your com- 
mittee considers trade bill legislation. 

RoLanp L. KRAMER, 
Executive Secretary. 

Tf I have time I would like to read my statement. 

Mr. Grecory. If you like, or you can include it in the record and 
generalize on it. 

Mr. Dovurepoure. As you prefer. 

Mr. Grecory. Go ahead and read it, if you like, sir. 

Mr. Dovurepoursr. Yes, sir. The business was founded in 1897 and 
incorporated in 1927. Until World War II, 90 percent of the business 
consisted of imports of vegetable oil products, vegetable waxes, 
varnish gums, and other raw materials sold to American industries for 
further manufacture. For the last 10 years the business has been 
divided between imports, exports, and the local distribution of do- 
mestic products. 

I am a past president of the Foreign Traders Association of Phila- 
delphia, Inc., and at present a director of the association. As chair- 
man of the import committee during the mid-1930’s, I took an active 
part in supporting the reciprocal trade agreements program from the 
time it was first proposed and enacted into law. France my present 
interest in the matter and my appearance here. Both the Forei 
Traders Association and my company have always favored and whole- 
heartedly supported the program of reciprocal trade agreements as 
being beneficial to the economic well-being of the United States and 
essential to our foreign policy. 

These reasons and arguments have been, and are being, ably and 
forcefully presented by many other important organizations in gov- 
ernment and in industry, and I wish to approve and second them, but 
I believe that there are several important arguments in favor of im- 
ports that are not receiving sufficient emphasis, and that if properly 
considered and understood by our Congressmen, would provide addi- 
tional reasons for support of this legislation. 
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In the first place, the raw materials that my company and others 
import here are essential for the operation of many industrial plants, 
and provide employment for many people and products that are 
cil and desirable for the American consumer. 

Some are unavailable here, and others, while they may be com- 
petitive with domestic raw materials, are necessary and essential to 
the operation of our coastal industries. 

If our steel mills and nonferrous metal industries, petroleum re- 
fineries and sugar refineries, tanneries and glue factories, and dozens of 
other industries cannot import ores and other raw materials, they can 
never compete with other domestic manufacturing plants that have 
lower delivery costs or better sources of domestic materials. 

If imports of raw materials are stopped, or even limited, the effect 
on industries here will be disastrous. 

In the second place, it is a false economy to support any American 
industry by an unreasonably high rate of duty or S a quota or limita- 
tion on imports. This is the greatest industrial country in the his- 
tory of the world, and we are tops in finance, manufacturing tech- 
nique, labor, and distribution. Most of our industries can and do 
compete successfully with the whole world. We pay high taxes, and 
perhaps imports should all pay some duty to equalize this factor. 

But if any American industry cannot compete with imports at a 
moderate and reasonable tariff rate, then it must either be inefficiently 
run or unsuitable for our conditions here, and it should not be en- 
couraged by our Government. 

The American consumer should have a choice of the world’s goods 
at reasonable prices, and an exorbitant rate of import duty raises 
prices unreasonably to the public and denies them freedom of choice. 

A high tariff raises costs to all consumers, and the resulting cost to 
the public is usually out of all proportion to the benefit to the few 
people in the privileged protected industry. 

Others here are calling attention to the large proportion of our 
products that depend on export trade, and the large number of our 
workmen who depend upon exports for a living. 

Any serious study of the matter shows that the benefits of our ex- 
port trade far outweigh in dollar benefit and jobs the importance of 
our protected industries. So it is good business and good for the 
country to protect our export business, even at the cost of denying 
some favors and benefits to competing protected industries. 

Therefore, we favor the renewal of the reciprocal trade agreement 
law because it helps to make available essential raw materials; it helps 
keep down the cost of living to the consumer, and it aids American 
exports. 

Thank you. 

Mr. Grecory. Now, Mr. Ballach’s statement. 

Do you desire to put that in the record also, along with Mr. Hentz? 

Mr. Dovurepoure. I would like to have it put in the record; yes, 
sir. 

Mr. Grecory. The statement may be placed in the record at this 

oint. 
. (The statement referred to was not received by the committee.) 

Mr. Grecory. Are there any questions? 

If not, we thank you sir, for your appearance and the information 
given the committee. 
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Mr. Dovrepourr. Thank you, Mr. Chairman. 
(The following materia! has been received by the committee :) 


OVERSEAS AUTOMOTIVE CLUB, INC., 
New York, February 28, 1958. 

Re Trade Agreements Act of 1958, H. R. 10368. 
Hon. Wisur D. MIL1s, 

Chairman, Committee on Ways and Means, 

House of Representatives, Washington, D. C. 
pean Sir: We ure pleased to confirm herewith our telegram of this date, ag 
ollows: 

The directors and members of the Overseas Automotive Club favor the pas- 
sage of this act in terms of the President’s recommendations, and as defined in 
H. R. 10368. 

Our association, founded in 1923, has a membership of 265, representing the 
export managers of approximately 1,400 manufacturing companies of automo- 
biles, mechanical and electrical parts, garage machinery, service appliances, 
rubber, and tires and related items. Our membership is located in 21 States 
and the District of Columbia. We have supported liberal trade and favored a 
reciprocal trade agreements program before its first passage in 1934. We have 
stood constantly for its renewal in all subsequent revisions. 

We advocate renewal of the reciprocal trade agreements program for the 
following reasons: , 

1. We believe in trade on the largest possible scale both for ourselves and for 
our trading partners throughout the world. Trade is double edged. If we are 
to get volume foreign orders we must buy foreign goods. The industry which 
we represent has generally been willing to operate on a low tariff in the United 
States. We seek, in turn, lower tariffs abroad. This can be accomplished only 
through renewal of the trade agreements program. 

2. Trade is under handicaps which will push it down if we fail in our pro- 
gram to build it up both through the trade agreements program and foreign aid. 
We were operating in 1957 under exports of 21 billions and imports of 13 bil- 
lions. We need the help of a long-term act to assure to the importer abroad 
and the importer here reasonable stability in our foreign policy. 

3. The European Common Market will heavily cut into our business with 280 
millions of people in 6 countries, but can be met if we are in a position to nego- 
tiate under a long-term act. 

4. The Soviet-China block is offering trade and aid to a large number of 
countries. We need to meet it through the powerful trading means of a new 
act. 

5. A very large part of the estimated 4,500,000 people whose jobs in this 
country depend upon export and import are in the automotive industry. We 
want to protect those jobs, rather than see them on the relief rolls. 

We recommend the following provisions. 

1. The need for a long-term act. We should like to have seen it for 11 
years. Five will do, but not less. 

2. The President of the United States should have (a) the power to make 
trade agreements and (b) the power to accept or refuse the Tariff Commission's 
findings. 

3. Quota restrictions on imports should not be used except where an industry 
is in an unusual and critical situation. 

4. That the act be free of crippling amendments. 


Very truly yours, 
E. R. Wy ter, President. 


FAIRFIELD, ILL., March 18, 1958. 
Hon. Wiisvur D. MII1s, 
Chairman, Committee on Ways and Means, House of Representatives, New 
House Office Building, Washington, D. C. 

Dear Sm: As president of this company employing 700 persons, I wish to add 
my voice in behalf of the entire organization to strongly urge a favorable con- 
sideration of H. R. 10368, a bill to renew and extend the reciprocal trades agree- 
ment. 

Our company manufactures automotive replacement parts and is located in a 
city having a population of 6,500 people. Over the past 20 years our exports 
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annually have amounted to almost 18 percent of our total annual sales, and thus 
by simple arithmetic it will become apparent that the jobs of 700 people are 
dependent upon the continued high level of our exports. Naturally, the advan- 
tages of high level exports do not end solely with the employment of these peo- 
ple in our plant who are directly concerned with the manufacture of such prod- 
ucts but will also affect all collateral services and other industries that directly 
and indirectly serve our needs in the manufacture of our products, and its dis- 
tribution. 

It is highly important that the President of the United States is given every 
possible assistance in the effort to promote a high level of foreign trade and this 
ean be accomplished only by making it possible for foreign countries to sell their 
merchandise to us. 

I, and the other members of our company, believe strongly that the ultimate 
destiny of the world lies in freer trade, and an abandonment of our principles 
underlying the Reciprocal Trade Act will withdraw our Nation from the great 
opportunity to play an important role in protecting and strengthening both itself 
and the free world against the Communist threat, in addition to maintaining a 
high level of employment at home. 

I trust that you will give consideration to the views expressed in this letter 
and recommend favorably the passage of this very important piece of legislation. 

Very truly yours, 
AtmRTex Propvcts, INc., 
Dom THRONGE, 
President. 


TRADE AGREEMENTS ACT 


The Importers’ Association of Chicago, Inc., is in favor of extending the 
President’s power to negotiate tariff agreements for 5 years until June 30, 1963, 
and recommends that: 

1. The President be authorized to reduce tariffs existing on July 1, 1958 as 
follows: 


(a) Five percent a year for 5 years, or 25 percent in 3 years with no more 
than 10 percent in any 1 year. 

(b) Or a reduction by 3 percentage points ad valorem but no annual re- 
duction to exceed 1 percentage point. 

(c) Or reduction to 50 percent ad valorem of any rates in excess of that 
amount but not more than one-third of the total reduction to be made in 
any 1 year. 


2. The President be given authority under the escape clause to increase tariffs 
to 50 percent above the effective rate on January 1, 1945, as presently permitted. 

8. Revision of the escape clause to apply only to cases where domestic indus- 
tries are clearly injured by import competition. 

4. Trade agreements contain definite provisions for the elimination of quota 
restrictions and exchange controls. 





HAMPTON Roaps ForEIGN COMMERCE CLUB, 
Norfolk, Va., February 25, 1958. 

Whereas the reciprocal trade agreements law was originally enacted in 1934; 
and 

Whereas under this law the trade of the United States with other nations has 
prospered and grown to its present volume of over $30 billion per annum; and 

Whereas this trade gives employment to over 6 million people in the United 
States; and 

Whereas recent developments demonstrating alarming progress in the poten- 
tially offensive armaments of the U. 8S. S. R. make it critically important for 
the United States to close ranks with its friends and allies abroad and to extend 
maximum cooperation both in the economic and political field, and 

Whereas if the United States shows any hesitancy now in projecting its trade 
program into the future, it may find itself outstripped in the trade race, and 

Whereas the American industry cannot expect to sell its products abroad un- 
less it permits foreign industry to sell its products in this country, and 

Whereas the international exchange of goods and services strengthens the 
economies of the United States and of the friendly nations trading with the 
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oe States, thus contributing materially and vitally to our national security, 
an 

Whereas the law, known as the Trade Agreements Extension Act of 1955, 
expires on June 30, 1958, and 

Whereas the ports of Hampton Roads have handled more than 50 million tons 
of foreign trade cargo during the year 1957 ; and 

Whereas this industry is one of the most important sources of employment 
and revenue in the Hampton Roads area and in the State of Virginia: Now 
therefore, 

The Hampton Roads Foreign Commerce Club, in general meeting assembled, 
strongly urges the enactment of the bill for the extension of the reciprocal trade 
agreements law, as submitted by the President to the House Ways and Means 
Committee, with two exceptions: © 

1. We recommend that the authority of the President to increase duties under 
the peril-point provisions should be based on 1945 rather than 1934 rates. 

2. We recommend that the period of the extension should be 11 years rather 
than the 5 years recommended by the President in order to impress on all the 
trading nations the fact that the United States is committed to a long-range 
bipartisan foreign economic policy and to counteract the current economic drive, 
launched by an unfriendly nation to gather a maximum of the world’s people 
under its umbrella. The loss of its favorable trade position in the world would 
offer grave dangers to the prosperity and safety of the United States. 

Sincerely, 
T. W. RABEAv, President. 


STATEMENT OF PoLicy oF Wortp TRADE CLUB oF DeTrroIT RELATIVE TO THE Ex- 
TENSION OF THE RECIPROCAL TRADE AGREEMENTS Act, Marcu 5, 1958 


The Reciprocal Trade Agreements Act of 1955 expires on June 20, 1958. For 
the past 23 years, the reciprocal trade agreements program has been the back- 
bone of our foreign trade policy. It has generated United States export-import 
trade to cover $30 billion a year and provided employment for at least 4,500,000 
United States jobs. In Michigan, 1 out of 7 is so employed, directly or indirectly. 

Since 1947, with the development of the multilateral system of trade negotia- 
tions under the General Agreement on Tariffs and Trade, much progress has 
been made in increasing worldwide trade through the reduction of restrictions 
and barriers here in the United States and abroad. It cannot be seriously 
doubted that the reciprocal trade agreements program was very instrumental 
in stemming the spread of communism after World War II. In combination 
with financial and military aid, trade helped save bankrupt Europe to the free 
world. Need for foreign aid has decreased with the growth of worldwide trade. 

World conditions today demand continuance of the reciprocal trade agree- 
ments program. The real threat of Russia is not in its current technological 
triumph, but in earthbound realities of economics. The unity of the free 
world, and our position as its leader is at stake. We must not fumble this 
crucial matter. To do so would be catastrophic. Of course, there is strong 
opposition to the extension of the Reciprocal Trade Agreements Act from groups 
who would sacrifice the peace of the world and their country’s welfare for the 
selfish advantages which their particular businesses would obtain. Tested and 
analyzed in the light of national security and general welfare, the opposition, 
although extremely vocal, is indeed much in the minority. 

Protectionists are insensible to present world realities and endeavor to stem 
the tide of world economic progress and its contributions to peace and pros- 
perity. Trade is a two-way street. Unhampered, it dovetails with peace. High 
tariffs, trade barriers, and unfair economic practices lead to war. The European 
Coal and Steel Community, the European Economic Community, and the British 
sponsored plan for free trade area are belated and compelling recognitions of 
the effect of trade upon peace. 

As the Reciprocal Trade Agreements Act of 1955 expires during this session 
of Congress, the World Trade Club of Detroit recommends the following: 

1. Hxtension of expiration date.—In order to provide greater stability to world 
trade, the act should be extended for at least 11 years to June 30, 1969, sub- 
ject, of course, to any required interim amendment. 

2. Escape clause.—As now functioning, the escape clause violates the basic pur- 
poses of the act. It should be so revised as to function in the best interests of our 
general national economic welfare and security 
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(a) The term “injury” in its definition should be limited to effects traceable 
to imports and not to other unrelated causes, such as shifts in consumer demand. 

(b) The term “industry” should be redefined so as to mean an entire Ameri- 
ean industry and not a special small group of inefficient producers, and certainly 
not to apply to a single company. The present definition is unsatisfactory as 
it has given protection and subsidy to single producers who were not efficient 
and not representative of their entire industry. 

(c) As increases in duty resulting from escape clause action should not be 
made permanent, United States importers and foreign manufacturers should be 
given the right to apply for review to determine whether the increased duty 
rates are still justified. 

8. Peril points.—As the Tariff Commission is represented on the Interdepart- 
mental Committee for Reciprocity Information, the latter should establish peril 
points, and not the Tariff Commission alone. In preparation for trade agreement 
negotiations both the Tariff Commission and the Committee for Reciprocity 
Information hold hearings at the same time, making for duplication of effort. 
Better still would be the elimination of peril point procedure entirely. Our 
representatives at trade agreement negotiations have always fully demonstrated 
their concern over our economic welfare. 

4. Defense essentiality—Section 2 (b) of the act authorizes the President to 
take “such action as he deems necessary to adjust the imports” for the protection 
of American industries essential to national security. There is a need for de- 
fining in exact terms what constitutes an industry or a company within it that 
is essential for our security program. The act should provide exact procedures 
to be followed by the Office of Defense Mobilization in reaching considered de- 
terminations, including notices of and access to all complaints filed by domestic 
industries; provisions for public hearings with full opportunity for interested 
parties to present their views; publication of all recommendations by the ODM 
to the President and a suitable grace period before any new restrictions imposed 
upon imports shall become effective. 

5. Office for Trade Cooperation.—The Congress should also approve H. R. 
6630. The latter bill authorizes acceptance of membership by the United States 
in the proposed Organization for Trade Cooperation. The General Agreement 
on Tariffs and Trade (GATT) negotiated in 1947, has proven its worth as a 
medium for the friendly settlement of trade disputes between nations. It has 
obtained for the United States tariff concessions from foreign countries worth 
well over $7 billion, an amount higher then the concessions we have given. As 
presently constituted, GATT needs constant improvization in its operations. The 
Office for Trade Cooperation (OTC) would provide a day-by-day administration 
and thus would facilitate intergovernmental consultations on questions relating 
to international trade. It would sponsor international trade negotiations, study 
questions of international trade and commercial policy, and, where appropriate, 
make recommendations thereon. It would collect, analyze, and publish informa- 
tion and statistical data relating to international trade and commercial policy, 
In brief, it is absolutely essential if the United States is to receive maximum 
benefits from GATT. 

Congress should repeal section 10 of the Trade Agreements Extension Act of 
1951 and all similar provisions in other existing laws which state, in effect, 
that such legislation shall not indicate the approval or disapproval by Congress 
= the executive agreement known as the General Agreement on Tariffs and 

rade. 

6. Quotas.—The use of quotas for restrictive control of imports should be 
entirely discontinued as a national policy. Imposition of quotas invites retalie- 
tory measures by foreign countries. If protection of domestic producers is 
required for national interest, it should be afforded entirely by tariffs designed 
to equalize any advantage foreign producers may have in our markets. 

7. Internal taves.—The proposal made in the closing days of the 1st session 
of the 85th Congress to suspend the present duties on lead and zine and sub- 
stitute in their place an internal revenue tax on a sliding scale according 
to average market prices in the United States is contrary to the well estab- 
lished concept of tariff protection by appropriate rates of duty under the 
Tariff Act. It is also contrary to the generally accepted principles in the 
eonduct of international trade that internal taxes should not be applied in 
such a manner as to afford special protection to domestic production. It vio- 
lates the principle that once imported products have cleared Customs at the 
port of entry they should not be subject to discriminatory internal taxes which 
are different from those levied on domestic productions. 
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CONCLUSION 


Extension of he Reciprocal Trade Agreements Act for a period of 11 years 
would give stability not only to international trade but also to peace, and the 
United States would retain its prestige as the leading nation of the world, 
The alternative is economic retaliation, loss of prestige, rise of communism 
and potential war. 

For the foregoing reasons the World Trade Club of Detroit strongly urges the 
extension of the Reciprocal Trade Agreements Act with the implementation 
set forth in this statement. 


TRICON, INC., 
Los Angeles, Calif., February 26, 1958. 
Re reciprocal trade agreements program. 


COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 

GENTLEMEN: We should like to solicit your support of the extension of the 
Reciprocal Trade Agreements Act as requested by President Hisenhower. 

We are strongly of the opinion that an extension of this act is essential to 
the welfare of the United States, as well as to that of our allies abroad. There 
is no question that the economic health of Western Europe depends to a very 
great extent on the extension of this act. Failure to do this could only result 
in chaos in our commercial and diplomatic relationships abroad and particu- 
larly so in view of the Soviet Union’s publicly announced all out economic offen- 
sive everywhere. From our own personal knowledge resulting from many years 
of business activities in Europe, we know that the West European economy 
is to a great extent geared to our own, and anything that might disrupt this 
relationship will only benefit our potential enemies. 

From our own point of view as Americans, it is certainly of the greatest 
importance to expand our export trade, and this can only be encouraged as 
long as we are willing to encourage an increased flow of import trade to this 
eountry. Important segments of our economy rely On international trade, 
and the reasonable extension of this trade under the reciprocal trade agree 
ments program should by all means be encouraged. 

Therefore, we earnestly request that the Reciprocal Trade Agreements Act 
be extended. 


Very truly yours, 
TRICON, INC., 
H. W. Dewey, 
President. 


Customs Brokers & FoRWARDERS ASSOCIATION OF AMERICA, INC., 
New York, N. Y., February 24, 1958. 
Hon. HALE Boaes, 
Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear CoNGRESSMAN Boees: This association wishes to go on record with your 
committee at favoring the continuation of the reciprocal trade agreements 
program for a further period of 5 years. 

This association consists of approximately 550 customhouse brokers and 
foreign-freight forwarders, located at every principal port in the United States 
and some abroad. A booklet showing our membership is enclosed herewith. 

The customhouse brokers, representing the importers, are the first to service 
the imported merchandise through the United States customs, and, as forward- 
ers, they are the last to service shipments being exported from the United States. 

While this association does not specifically concern itself with the rate of 
duty on any particular article, whether it be a high rate or a low rate, it is 
very definitely concerned with any legislation or policy which has a tendency 
to affect the foreign trade of the United States. In our experience, we are of 
the opinion that the reciprocal trade agreements program has fostered the for- 
eign commerce of the United States in both directions, and we believe an 
abandonment of it at this time would definitely adversely affect this foreign 
commerce, which, of course, in turn, would seriously affect our domestic econ- 
omy, since it is well known that the export commerce is of great value to 
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business and labor in the United States, and the import commerce is of great 
yalue to our friends and allies. 

At a membership meeting of this association, held on February 20, 1958, it 
was voted that this association place itself on record with your committee as 
being fully in accord with the extension of the reciprocal trade agreements 
program, and we ask that this letter be entered into the record of the hearings 
currently taking place. 

Yours very truly, 
MaArtTINn A, KERNER, President. 


ALBERT E. DUNCAN, 
Los Angeles, Calif., March 21, 1958. 
Hon. WitBur D. MILs, 
Chairman, House Ways and Means, Committee, 
House Office Buiiding, Washington, D. C. 

Dear Sir: This letter calls to your attention my interest in the Reciprocal 
Trade Agreements Act. I strongly favor any economic factor that will increase 
our world trade and diminsh the need for foreign aid in the form of gifts. 
I believe that the extension of the Reciprocai Trade Agreements Act would 
be a step in this direction. Any such extension should be for a period longer 
than 1 year, and 5 years is probably a reasonable time. World traders are 
placed in a state of confusion and uncertainty if they cannot know what tariffs 
to expect from year to year. A 5-year program spells out the rates and antici- 
pated revisions at least for that period of time. Furthermore, I believe that 
the proposed provision to permit increasing any rate of duty 50 percent above 
the rate prevalent on July 1, 1934, should be deleted. The rates at that time 
were the highest in our tariff history. The exercise of the proposed permissive 
legislation to increase rates even above those high rates would nullify the main 
purpose of the Reciprocal Trade Agreements Act. Such legislation should not 
be allowed to become a part of the act. 

I ask you, please, to place this letter in the record. 

Yours very truly, 
EXpwarp W. Harr. 


AMSTERDAM TRADING CoRP., 
New York, N. Y., March 12, 1958. 
Hon. Wiizsur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Mitts: With regard to the hearings being held on H. R. 10368, our 
organization, whose existence is completely devoted to international trade, 
would like to register its strong support for the proposed 5-year extension of 
the Trade Agreements Act, with additional bargaining power. 

Among the more than 4,500,000 American workers whose livelihood depends on 
commercial and industrial activities created directly by foreign trade are in- 
cluded our firm, with its office staff, sales agents, customs brokers, truckers, 
and a clientele which extends to all parts of the Atlantic and gulf coasts and 
the Midwest. 

We urge approval of the 25 percent reduction of rates existing July 1, 1958, 
over a 3-year period, since such a step would undoubtedly be of invaluable 
assistance in promoting the expansion of foreign trade, which is of such im- 
portance to the general welfare of the United States at this time. 

At this crucial stage in our economic condition, it is more essential than 
ever that we maintain and increase the flow of raw materials and finished 
products between our Nation and those of our friends abroad. Only by en- 
abling our suppliers in foreign lands to ship us the goods we not only want, but 
actually need for our existence, can we hope to expand our trade to those 
regions which represent a tremendous potential market for products manu- 
factured by American workers. If these areas are closed to us as a result 
of restrictive duties, the only outcome will be self-defeating and harmful to 
all nations of the free world. 

This is why we vigorously support the extension of the Trade Agreements 
Act, and oppose the increase in duties to 50 percent above the July 1, 1934 rates. 

Very truly yours, 
JACK A. VEERMAN. 
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[Night letter, February 6, 1958] 


Hon. Lynpon B. JOHNSON, 
Hon. RatpH YARBOROUGH, 
Hon. Bruce ALGER: 


Urgently recommend that you do all you can to assure passage of President’s 
proposal to extend reciprocal trade agreements program, and that extension 
be for 5 years. This trade-agreement program is the means through which we 
are able to participate in joint efforts with other nations to expand trade by 
means of the reduction of tariffs and trade barriers on a mutually advantageous 
basis. An effective Trade Agreements Act, adequate in both duration and tariff 
bargaining authority, is essential. 

J. P. BARBOSA, 
President, Dallas Export-Import Club. 


Getemar & Co., ING., 
New York, March 11, 1958. 
Re extension of reciprocal trade agreements program. 
Hon. Wiizvur D. MILL3s, 
Chairman of the Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Deak Sire: In connection with the current hearings concerning the above pro- 
gram, we respectfully urge that your committee recommend the full 5-year 
extension asked for by President Eisenhower. 

We also feel strongly that the use of the escape clause in the act should be 
limited to its original purpose of providing relief to domestic industries, in 
hardship cases, by restoring the rates of duty in effect before the last previous 
tariff reduction was negotiated. We do not believe that this clause should be 
used to impose greater tariff increases nor to establish import quotas. 

Clearly, this program is of great importance in the fight against world com- 
munism. We are also convinced that any weakening of the President’s power 
to make the final decisions in escape-clause cases would weaken his strength 
in this fight. 

In addition, we should like to stress the importance of the reciprocal trade 
agreements program to our own economy. Many thousands of American jobs 
are dependent upon export sales to other free-world countries, and these nations 
can be expected to buy the products of our industry only if they are permitted 
to earn the necessary dollars by selling the products of their own labor to the 
American consumer. 

Trusting that you and your committee will give due consideration to these 
important issues, we remain, 

Yours very truly, 
J. GEISMAR ALLERAND, President. 


JACOBERG OVERSEAS, INC., 
New York, N. Y., March 5, 1958. 
Re: Hearings on bill H. R. 10368. 


Hon. Wizzvr D. Ms, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


My Dear CoNGRESSMAN : We want to go on record that: 

1. We would like to have the Trade Agreement Act extended by at least 5 
years. 

2. The provision in the extension bill authorizing in escape-clause cases a 50 
percent increase of trade agreement duty rates as established July 1, 1934, 
should be deleted, or at least be changed to a reasonable percentage. 

It is in our opinion of the greatest importance that a steady policy for strong 
and ever increasing two-way trade is being followed. 

By extending the Trade Agreement Act for less than 5 years, there is too 
much uncertainty about the United States objectives, creating doubts as to 
whether indeed the United States wants a regular and increasing two-way trade. 
By authorizing the 50-percent increase in escape clause cases a proper basis for 
planning regular imports and thus creating abroad dollars for exports from the 
United States is completely impossible. 

Very truly yours, 
J.D. BoreKeE, President. 


| 
| 
| 
| 
| 
| 
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A. K. PETERS Co., 
New York, N. Y., March 6, 1958. 
Hon Wizur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. OC. 


My Dear CONGRESSMAN: Since your committee is now holding public hearings 
on H. R. 10368, a bill to extend the Trade Agreement Act, I wish to take this 
opportunity of bringing my personal views on this matter to the committee’s 
attention with the request that you kindly include this letter in the record of 
the hearings: 

My convictions about the importance of expanded foreign trade to the economy 
and security of the United States are the fruit of over 20 years study and ex- 
perience as an economist and foreign trader and, during World War II, as a 
military intelligence officer. Since the war I have made many business trips 
throughout western Europe and Central and South America, and in 1957 was 
privileged to serve as a member of the United States Trade Mission to Peru and 
Argentina under the auspices of the United States Department of Commerce and 
Department of State. In the course of these activities I have exchanged views 
on foreign trade with countless businessmen, government officials, and trade 
groups abroad, and almost without exception they have expressed confusion 
and exasperation over United States official policy with respect to the four 
main segments of America’s foreign trade: Exports, imports, foreign capital 
investment, and tourism. 

The restlessness of our trading partners is both a symptom and cause of a 
profound change in traditional world trade patterns. Such developments as 
Russia’s open declaration of trade war on the United States, the formation of 
the common market in Europe and the growing sentiments in favor of a similar 
market in Central and South America, the rapidly mounting importance of 
American exports to our economy as a whole, the dominant role in western 
European trade now played by Germany, and the inroads currently being made 
in Latin American trade by Russia, Germany, and Japan, all point to the 
necessity for clear and quick thinking by the Congress with respect to foreign- 
trade legislation. There has probably never been a time when the responsi- 
bility rested so heavily on the government to insure that United States foreign 
trade policy no longer remains at the whim of noisy minorities but is deter- 
mined on the basis of enlightened national interest. 

Protectionist groups today muke much of the threat increased imports pose 
to American business. A few facts, with which your committee is doubtless 
familiar, should dispel such fears: 

1. Of the $13 billion total United States imports in 1957 it is calculated that 
$11 billion were of a noncompetitive nature. 

2. Out of the 4% million people in the United States directly employed in 
foreign trade, only 120,000 are in a competitive sector of the economy. 

8. Under the reciprocal trade program United States exports have expanded 
more rapidly than imports, and total United States imports and exports have 
jumped from $2.9 billion in 1932 to almost $34 billion in 1957. 

This growth of our foreign trade can hardly be called unhealthy, especially in 
view of a steadily expanding gross national product. Any impartial and 
thorough study of the problem, such as your committee is now undertaking, 
cannot help but show the necessity for encouraging the continued growth of 
United States foreign trade. The Trade Agreements Act has clearly been a 
prime factor in achieving this growth. It should therefore, in my opinion, be 
extended for at least 5 years as requested by the administration with added 
bargaining power given the Preesident. It should also be improved in com- 
mittee or on the floor of Congress because as it now stands, H. R. 19368, which 
contains a clause authorizing the President to revise certain tariff rates upward 
to Smoot-Hawley levels, is a Trojan Horse from which the protectionist forces 
will pour forth at the first opportunity to destroy the entire foreign trade 
program. This provision should be eliminated from the bill in the national 
interest as well as in the interest of the individual American consumer who is 
already greatly disturbed at the inflationary price spiral and who last year alone 
oo three-quarters of a billion dollars extra on his purchases because of import 

uties. 

The Trade Agreements Act must be extended and improved, and national for- 
eign trade policy redefined, if we are to avoid these sobering alternatives: 

1. Increased foreign aid to countries whose dollar earnings through sales to 
us are reduced. 
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2. A heavier tax burden on the American taxpayer to cover (1) above. 

8. Lower United States exports—which means less business for American 
industry, agriculture, and labor. 

4. A shut-off in the circulation of people and ideas that flow with trade— 
therefore less likelihood of success in the cold war. 

To the United States foreign trade is the taproot of a foreign policy dedicated 
to peace; to Russia it is a lethal weapon in her economic war against the West. 
In an age of sputniks we cannot hope to counter this threat by a protectionist 
trade policy harking back to the era of buggy whips and high button shoes, 

The paramount lesson to be learned from World War II and Korea is that 
for peace and progress America and the rest of the world depend on each other. 
And yet perhaps the criticism of immaturity leveled at America is in part justi- 
fied ; perhaps we have not learned all we should from our experiences, for in the 
flurry of protectionist activity witnessed at the hearings of your committee it is 
alarming to see the dead hand of isolationism reaching out to throttle America’s 
foreign trade and with it one of her chief contributions to world peace and 
world progress. 

Very truly yours, 
ArtTHour K. PETers. 


Pau L. Bawot, INc., 
New York, N. Y., March 17, 1958. 


Re H. R. 10368 to extend the Trade Agreements Act. 


Hon. Wiieur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Srr: The purpose of this letter is to urge you to support with all your 
energy the extension of the Trade Agreements Act as requested by President 
Hisenhower. 

The writer has been in the import business for the past 36 years, 24 of which 
he was general manager of the Seydoux & Michau Corp., importers of woolen, 
cotton, and silk piece goods from Europe, and which company was established 
originally in this country in 1825. After weathering 132 years in this country, 
said corporation elected last year to become commercially inactive in these 
United States—a decision arrived at due to the uncertainty of the changing 
tariff rates practiced here. The entire personne! of the corporation was dis- 
missed, and the employees, all American-born citizens, were advised to seek 
employment elsewhere. To save these employees—all of whom had upward of 
20 years faithful service in this import business—from joining the ever-increas- 
ing ranks of unemployed, I formed my own selling agency for these foreign 
products. I am not engaged in the same type of business as was the old estab- 
lished Seydoux & Michau Corp. 

As a mature businessman I would not have taken this step were I of the 
opinion that the little amount of importation of foreign textiles could rightfully 
be considered as jeopardizing the national defense program as is claimed, and 
may eventually be claimed for other products by those opposed to the extension 
of the Trade Agreements Act. It is undeniable that the textile business in 
general is in a demoralized condition and has been for many years. But it does 
not seem to me that the cause of this demoralization can be entirely attributed to 
foreign imports. In our own particular case, and I would dare say in the case 
of most importers, we are constantly on the lookout for exclusive, high styled, 
different constructions of fine fabrics which serve only to often as inspiration to 
American manufacturers for copying purposes for mass production. 

But aside from my own particular field, let us look at the danger to the 
economy of this country in the overall picture of exports and imports. 

We know from sad experience that to be prosperous in this country, we must 
depend upon export trade. The writer was in Europe at the time that the then 
President of these United States, in opposition to the counsel of the press, both 
Republican and Democratic, signed the Hawley-Smoot Tariff Act. The foreign 
press and businessmen commented at that time that the new tariff law would 
be most detrimental to the economy of the United States. The results are only 
too well known: how foreign countries not only raised their tariff rates against 
American made products, but even worse than that instituted the quota system 


NER 
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a American products. And we suddenly fell into one of the worst depres- 
sions this country has ever experienced, with millions unemployed and bread- 
lines enlarging daily in every city in this country. 

To export, we must import. Is history about to repeat itself? If the friendly 
nations of the world are once again shut off from the possibility of exporting to 
this country, will they not revert to the stand taken in the early 1930’s by 
raising tariffs against American-made goods, instituting quota systems, and 
perhaps turn toward communistic countries as an outlet for their products? 

I am confident that you are taking all these serious consequences into con- 
sideration and I again urge you to consider well the great problems which will 
face this Nation if the Trade Agreements Act, as requested by President Hisen- 
hower and so many of our farsighted industrialists, be not supported. 


Respectfully submitted. 
Pau. L. BALLor. 


BERNARD PREYER Co., 
New York, N. Y., March 4, 1958. 
Hon. WiLBUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

My Dear CONGRESSMAN; At the moment your Committee on Ways and Means 
is holding public hearings on bill H. R. 10868 to extend the Reciprocal Trade 
Agreement Act and I wish to voice my approval of this extension. In fact it 
is my opinion that it should not be necessary to have that act come up for re- 
newal every few years. It should be a permanent statute as a demonstration 
that the United States of America is steadfast in its policies of economic co- 
operation and intends to do everything possible to bring about an ever-increasing 
two-way flow of trade on a mutually beneficial basis. 

At the present time, our exports provide employment for an estimated 414 
million people in the United States and there are tremendous opportunities for 
enlarging our export markets. To do this, however, we must allow foreign 
countries to import their products into the United States which cannot be done 
if the tariff rates are ever increasing. We have heard that our friendly neigh- 
bor to the north, Canada, is planning to switch its purchase of some items from 
the United States to England to overcome the trade deficits feared if we place 
drastic restrictions on their imports of lead, zinc, and petroleum. That switch 
alone may mean the loss of over $1 billion of business to American exporters 
with a corresponding loss of jobs for American workers. 

It is my opinion the act should be extended for at least 5 years as the Presi- 
dent has requested, with adequate fresh bargaining power. At the same time, 
the provisions in the extension bill to authorize trade agreement rates of duty 
to be increased in escape-clause cases by as much as 50 percent above the July 
1, 1984, rates should never be approved. The July 1, 1934, rates of duty with 
very few exceptions, were the Hawley-Smoot tariff rates. To establish a pro- 
tective rate of duty 50 percent more than the Hawley-Smoot rate for any 
imported article under any circumstances would, in my opinion, have serious 
repercussions throughout the entire free world. Furthermore, to have every 
trade agreement item liable to such a drastic increase (6 to 7 times the existing 
rate in many cases) would destroy every vestige of stability in our entire trade 
agreement program. 

I would thank you to insert this letter in the record of the current hearings. 

Respectfully yours, 
BERNARD PREYER. 


ATKINS, Kroti & Co., Lrp. 
New York, N.Y., March 4, 1958. 
Re: H. R. 10368, Trade Agreements Extension Act 
Hon. WiLBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
Deak Mr. CHAIRMAN: Daily we keep busy working on international trade, 
using our own money and time. 
Instead of going to Washington to appear before your committee, we can save 
your time and ours by this submission. 
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Friendly peoples abroad want American goods and services, but they can only 
buy those when Americans buy something from them—people who do business 
together have a common dignity. 

The trade agreements now in effect are the outcome of a quarter of a century 
of international cooperation. 

We earnestly request extension of these trade agreements to June 30, 1963. 

Recognizing that agreements must be equitable, we subscribe to escape clauses, 
However, those must be applied in a practical manner. The foundation of the 
trade agreements now in effect is the 1984 Hawley-Smoot rates of duty, but those 
have been progressively amended to keep them up to date. We believe that the 
base rate for computing duty increases should be the July 1, 1958 rates of duty 
or at least the January 1, 1945, rates, and should not revert to the Hawley-Smoot 
1934 base. (Automobile speed limits are predicated on today’s cars and high- 
ways—not on those of 1934, and 1934 rates of duty do not fit 1958 world trade 
conditions. ) 

Opponents of international trade may try to use the current United States 
business recession as an argument for rejection of H. R. 10868. Your committee 
will know that the recession here is slowing down business in other countries, 
Our country is committed to foreign aid in a free world; handouts and even 
loans are not really appreciated by nations, any more than by individuals, and 
reciprocal trade is dignified and makes real friends. Extension of the up-to- 
date trade agreements for 5 years will enable America’s friends abroad and 
business people here to plan a continuing mutually beneficial exchange of goods 
and services. 

One of our activities is the importation of plywood, particularly from Japan. 
Press reports from Washington state that domestic plywood producers hope to 
slip in a special-interest amendment to the Trade Agreements Extension Act. 
We consider that such methods are not in the best interest of sound legislation. 
A full investigation would show, we believe, that Japanese plywood being im- 
ported is in the main a different species from domestic, since the principal item 
from Japan is Lauan (Philippine mahogany) plywood, which actually supple- 
ments domestic plywood (principally fir), and benefits the American industry 
and the American consumer, and at the same time helps our foreign friends 
who must sell to us in order to buy from us. For lumber wholesalers, retailers, 
door manufacturers and contractors, Japanese plywood represents additional 
business, particularly to satisfy the demand in this country for flush doors. 

Respectfully submitted. 

C. Ernest TANNER. 


Morse Bxport-ImMport Co., 
San Francisco, Calif., March 24, 1958. 


Re: Trade Agreements Act of 1958, H. R. 10368 


Hon. WILBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Str: The members of our firm favor the passage of this act, in terms 
of the President’s recommendations and as defined in H. R. 10368. 

We strongly advocate renewal of the reciprocal trade agreements program, 
for the following reasons: 

1. The expansion of this country’s exports is an important support to American 
prosperity. If we are to get volume foreign orders, we must buy foreign goods. 
To do this, we must operate on reciprocal low tariffs. This can be accomplished 
only through renewal of the trade agreements program. 

2. The economic growth and military security of the United States, demands 
a trade policy that serves the Nation as a whole, rather than one tied to the 
demands of special interests, at the price of the national welfare. 

3. Trade liberalization and free-world security requires the endorsing of the 
trade agreements program and the continued participation of the United States 
in the general agreement on tariffs and trade, which is the most efficient, business- 
like approach yet devised, to the negotiation of trade agreements. 

4. We need the help of a long-term act to assure the importer abroad and the 
importer here, reasonable stability in our foreign policy. 

5. The European common market can only be met if we are in a position to 
negotiate under a long-term act. 

6. The Soviet-China bloc, is offering trade and aid to a large number of coun- 
tries. We need to meet it through the powerful trading means of a new act. 
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7. An estimated 4,500,000 people’s jobs in this country depend upon export 
and import. Their jobs should be protected rather than to see them on the 
elief rolls. 

. 8. Quota restrictions should not be used except where an industry is in an 
unusual and critical situation. 

9, The act should be free of crippling amendments. 

Yours very truly, 
K. M. Morse, Manager. 


TRANS-ATLANTIC Co., 
New York, N. Y., March 5, 1958. 
Hon. Witsur D. Mitts, 
Chairman, Committee on Ways and Means, House of Representatives, 
New House Office Building, Washington, D. C. 


Dear Sir: We are writing you on bhealf of the Reciprocal Trade Agreement 
Act which we urge that you support and use every effort to extend. 

It is not necessary that we go into the various arguments for extension of the 
Reciprocal Trade Act, except to say that any damage done to free trade from 
our point of view would be extremely harmful to the cause of freedom and to. 
the people of the free world. 

We cannot forever continue to give the undeveloped countries foreign aid. 
While this condition may continue and may be necessary for 5, 10, or 15 years, 
eventually we must trade with other countries on an even basis in order for us 
to build up their economies which would turn out to be to our mutual benefit. 
One need only to look back and see what direct results were obtained from the 
passage of the tariff legislation introduced by Smoot and the adverse type of 
Tariff Act which went into effect in 1930. 

Again we urge the continuation of the reciprocal trade program which has 
so helped the free world and should be continued on a permanent basis. 

Very truly yours, 
CarRL MOLK. 


KANE IMPoRT CorpP., 
New York, N. Y., February 6, 1958. 
Re trade agreements bill. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. O. 


Dear Sik: As our letterhead indicates, we are interested in the import trade. 
More important, however, is the fact that we do a two-way trade; importing 
products that, among others, are not produced in the United States and export- 
ing American-made industrial products. 

Both for our own self-interest and for the good interest of the country, we 
think that the reciprocal trade agreements should be extended for 4 or 5 years 
and we further feel that the proposed changes in the escape clause, permitting 
increases in the 1984 Hawley-Smoot tariff rates, should be eliminated. 

I should be glad to make a personal appearance but I presume there will be 
so many that a letter in this form will be sufficient. 

For the last 25 years I have made a trip annually, sometimes more frequently, 
to some part of the world. The reciprocal trade agreement was a great boon 
and was considered a compliment by many of the countries involved in interna- 
tional trade. To further limit or not to extend it would be highly detrimental 
to the interests of the United States. 

Sincerely, 
JEROME KOHLBERG. 





CARMICHAEL FORWARDING SERvICE, INc., 
Los Angeles, Calif., February 19, 1958. 


Hon. Wizur D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


HONORABLE SiR: Our corporation is engaged in world trade and in related 
fields as customs house brokers and freight forwarders. We have noticed with 
great interest the proposals of the administration for renewal of the Trade 
Agreements Act which expires on June 30, 1958. We feel it is of the utmost 
importance that the President’s authority to enter into trade agreements be 
extended for at least the 5-year period requested by the administration. 





(eR = se ee 








1220 RENEWAL OF TRADE AGREEMENTS ACT 


In view of the adverse effect upon our world relations, as well as the im- 
portance of world trade to our domestic economy, the failure of our Govern- 
ment to extend this legislation would be most serious. 

We urge that you support the administration’s proposal for the extension of 
this legislation for at least the 5-year period—with the further authorization 
to the President to reduce existing rates of duty which have been proposed. 

Because of our corporation’s interest and close alliance with others in world 
trade, because of our functions as customshouse brokers and freight forwarders, 
we are particularly familiar with tariff rates, their modification, and their 
effect upon world economic relations. We do not believe the protection of 
domestic industry warrants or necessitates the increase of any existing rates 
of duty which would result in rates 50 percent above the highest rates in our 
history. 

Therefore, we are very much opposed to the provisions of this legislation 
which would permit increasing any rate of duty to 50 percent above the rate 
in effect on July 1, 1984. We are aware that rates in existence on that date 
consisted of the rates contained in the original enactment of the Hawley-Smoot 
Tariff Act of 1930, which were the highest rates of duty ever enacted in our 
tariff history. 

The President’s authority to manipulate rates of duty should be limited to 
the rates of duty enacted in the Tariff Act of 1930. 

Nor is there any sound reason for broadening the escape clause, as proposed, 

We earnestly urge you to give favorable consideration to the above views 
and to lend your support to at least 5 years’ extension of the Reciprocal Trade 
Agreements Act without any further restrictive additions to the escape clause 
provisions. 

Please place our letter in your record. 


Yours very truly, 
Howarp E. JOHNSON. 


TRANSMARINE NAVIGATION CorpP., 
Los Angeles, Calif., February 19, 1958. 
Hon. Wiisur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Str: My firm is engaged in import and export trade and related fields 
and has noted with interest the proposals of the administration for renewal 
of the Trade Agreement Act, which expires on June 30, 1958. 

I feel that it is of utmost importance that the President’s authority to enter 
into trade agreements be extended for the 5-year period requested by the ad- 
ministration. In view of the importance of world trade to our domestic econ- 
omy, the adverse effect which would follow from a curtailment of our foreign 
trade, and the effect upon our international relations of the failure of our 
Government to extend this legislation, would be most far-reaching and serious, 
I urge that you support the administration’s proposal for the extension of this 
legislation for a 5-year period, with the further authorization to the President 
to reduce the existing rates of duty which have been proposed. 

I am very much opposed, however, to the provisions of the proposed legisla- 
tion which would permit increasing any rate of duty 50-percent above the rate 
in effect on July 1, 1934, as the rates in existence on that date were the rates 
contained in the original Hawley-Smoot Tariff Act of 1930, which were the 
highest ever enacted in our tariff history. 

I earnestly believe that the President’s authority to restore or raise rates of 
duty should be limited to the rates of duty enacted by the Congress in the 
Tariff Act of 1930, and that there is no sound reasoning for broadening the 
escape clause to the extent proposed. 

You are earnestly urged for favorable consideration of the views hereinabove 
stated, and your support of a 5-year extension of the Reciprocal Trade Agree- 
ments Act, without any further restrictive additions to the escape-clause pro- 
visions. 

It is requested that this letter be placed in the record. 


Yours very truly, 
Max J. Linper, President. 
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Simpson Imports, INo., 
New York, N. Y. 

We understand that the Committee on Ways and Means of the House of Rep- 
resentatives will open public hearings on Monday, February 17, 1958, on H. R. 
10368, dealing with the extension of the trade agreements for 5 years. 

Our firm is vitally interested to support the provisions in H. R. 10368, which 
proposes to extend the program for another period of 5 years and to give added 
bargaining power to the President, but we want to protest most vigorously the 
provision in that bill which will authorize the President to increase rates up to 
50 percent of the 1934 Hawley-Smoot rates in escape-clause cases. 

It is our hope that you will see your way free to vote in support of our views 
and thus help the American economy to overcome current and threatening future 
difficulties. 

Respectfully yours, 
S. P. NEUMANN, 
Executiive Vice President, 


New York, N. Y., February 18, 1958. 


Re statement in support of H. R, 10368, Trade Agreement Hxtension Act of 
1958, and of a liberal foreign trade policy in general. 
Hon. WiLsuR MILLS, 
Chairman, House of Representatives Committee on Ways and Means: 


This statement is respectfully submitted on behalf of the undersigned affili- 
ated corporations: Amsinck Sonne Corp., American Trading Co., Inc., Gillespie 
& Company of New York, Inc., all of No. 96 Wall Street, New York 5, N. Y. 

We (the undersigned corporations or their immediate predecessor corpora- 
tions) have been engaged in foreign trade since well before the beginning of 
this century; in fact, one, American Trading Co., Inc., had the good fortune 
of celebrating its 100th anniversary in 1957. 

The dollar volume of trade of the undersigned in 1957 was over $50 million. 
Approximately 300 persons employed by us are dependent for their livelihood on 
the activities and the prosperity of the undersigned corporations. Our imme- 
diate, and if you wish, selfish interest in a flourishing foreign trade therefore 
needs no emphasis. Moreover, our active business relations over these many 
decades with practically all parts of the inhabited world have given us ample 
opportunity to realize the vital importance of an active and successful foreign 
trade in the development of friendly relations between peoples. We are firmly 
eonvinced that nothing contributes so much to this development as does foreign 
trade where both parties hope to, and actually do, gain naturally mutual 
advantages. 

We, the undersigned, for many years concentrated largely on export trade, 
but some years ago we became convinced that such one-sided business cannot 
in the long run remain viable and we made determined efforts to develop the 
import side of our business. By much work and the assumption of risks, which 
then seemed unfamiliar to us, we have succeeded in building up considerably 
the volume of our imports. We have found many types of imports welcomed 
here and readily accepted at present domestic price levels. Our experience has 
been that as the result of import activity our prestige and business vantage 
point have been considerably enhanced in those countries from which we import, 
and this in turn has been reflected in our ever-increasing volume of exports. 

While; as you realize, the ratio of foreign trade to the gross national product 
is. a very large one in most of the countries with whom we conduct foreign trade, 
this ratio in the United States is comparatively small, seeing that imports 
amount to approximately $12 billion, and exports to about $20 billion, as against 
our gross national product of around $430 billion. The fact that exports are 
close to double the amount of imports shows the urgent necessity of increasing 
the latter, and the very small percentage of imports in relation to gross national 
product (about 3 percent would tend to show that imports can be increased 
without adversely affecting the national economy as a whole. 

The steadily growing productivity of our farms and industries will make it 
increasingly desirable, and in fact necessary, in spite of the growth of our own 
population, to export more and more of our goods if we want to produce profit- 
ably. In order to sustain such an increasing volume of exports it will become 
necessary to increase imports by buying not only such goods as cannot be or 
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are not grown or manufactured in this country, but also goods, agricultural as 
well as manufactured, which are grown and manufactured abroad more cheaply 
or better than in our own country. 

Obviously, granting the administration authority to negotiate new liberalized 
tariffs, and a longer period within which the President can use this authority, 
will place the administration in a position to encourage expansion of import 
and export trade. This may cause temporary hardships to individual manu- 
facturers, particularly if they are marginal in their capacity to compete. How- 
ever, such hardships, injuries, or losses are isolated and temporary. 

In this connection we note that the proposed strengthening of existing safe- 
guards for domestic industry by giving the President power to raise tariffs 50 
percent above those prevailing in 1934 seems to run countercurrent to a policy of 
liberalizing tariffs. Perhaps, in lieu of this clause, provision should be made 
whereby an industry, firm, organization or individual, which could prove an 
actual injury, could appeal to the Tariff Commission for relief, and such relief 
in deserving instances would be given in the form of indemnification by grants, 
loans, and technical assistance over a limited period of time in order that the 
firm or industry could diversify its products and shift its productive capacity to 
more prosperous lines. 


i 
AMSINCK SONNE Corp., | 
By N. L. H. Roester, President. 
AMERICAN TRADING Co., INC., 
By R. A. Hetronrmvs, President. 
GILLesPIe & CoMPANY OF New York, INc., 
By FrepD Brummer, President. | 


Los ANGELES, Cauir., February 20, 1958. 
Hon. Wiizsur D. MILLs, 
Committee on Ways and Means, 
House of Representatives, Washington, D. C. : 

Dear CONGRESSMAN: We are engaged in international trade and have noted 
the proposals of the administration for renewal of the Trade Agreements Act, 
which expires on June 30, 1958. 

In view of the tremendous importance of world trade to our domestic economy 
we urge that you support the administration’s proposal for the extension of this 
legislation for a 5-year period, with the further authorization to the President 
to reduce the existing rates of duty which have been proposed. 

We are very much opposed, however, to the provisions of the proposed legisla- 
tion, which would permit increasing any rate of duty 50 percent above the rate 
in effect on July 1, 1934, as the rates in existence on that date were the same 
as contained in the original Hawley-Smoot Tariff Act of 1930, which were the 
highest ever enacted in our tariff history. 

It is our belief that the President’s authority to restore or raise duty should 
be limited to the rates of duty enacted by the Congress in the Tariff Act of 
1930, and that there is no sound reason for broadening the escape clause to the 
extent proposed. 

Your support is asked for a 5-year extension of the Reciprocal Trade Agree- 
ments Act, without any further restrictive additions to the escape clause pro- 
visions. We would also request that this letter be made part of the record. 


Yours very truly, 
W. D. Fraser, 
Seed Importer and Dealer. 
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te INDUSTRY Export SERVICE, 
1 Cincinnati, Ohio, March 20, 1958. 
In support of the trade agreement extension, 85th Congress. 
Hon. Wiisvur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 

Speaking as a Midwest businessman aware of the great stake this part of the 
country has in an expansion of United States foreign trade, I would like to ] 
express my support for a long-term, meaningful extension of the Trade Agree- 
ments Act. I support the legislative proposal now before you, H. R. 10368, as 
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a minimum of the kind of foreign-trade policy the United States needs if it is 
to keep in step with the fast pace of economic developments all over the world. 

When I refer to the important stake this part of the country has in an ex- 
pansion of foreign trade, I have in mind both the present volume of exports 
and imports moving into and out of the Middle West and the great potential 
yolume of trade now at the doorstep of this area as a result of the development 
of the St. Lawrence River. Ohio is becoming an important port of call in the 
yast network of world trade. We have become conscious as never before of the 
fact that the world has become a much smaller place in which to live, not only 
in military terms but in economic terms as well. 

Last year Ohio supplied over $1 billion worth of the goods exported by the 
United States—over $1 billion out of over $19 billion. This represents an im- 
portant part of the sales of producers in our State. It is also important to 
large numbers of workers who contribute in some way to the production and 
shipment of these goods. But the State also buys in foreign markets—raw 
materials to feed its industries, food to feed its people, consumer goods to help 
people achieve ever-rising standards of living, and producer goods used by 
industry and agriculture to produce other goods for sale throughout the country 
and in the world market. There are thousands of jobs that depend on the 
continuation of that important trade, and thousands more that would be created 
by its expansion as well as by the expansion of the area’s export business. 

What the United States buys from foreign countries is not only essential to 
our own economic growth because we have a great import demand to satisfy. 
It is also essential by way of providing dollars to other countries and in that 
way shoring up their ability to buy more goods and services we ourselves 
produce. 

If we really believe in a dynamic free enterprise, highly competitive system 
as much aS we say we do, we have nothing to fear from a foreign-trade policy 
which affords foreign enterprise an opportunity to sell to the American con- 
sumer. Efficient American private enterprise is well able to hold its own in the 
face of competition from any quarter. 

Many American companies that seek quotas or high tariffs as protection 
against import competition ought to take a good hard look at their operations to 
determine the real cause of their inability to compete. The real reason is usually 
not imports at all. 

What bothers many protectionist companies is the fact that while they are 
doing well in sales and profits, they are not holding on to as large a share of an 
expanding market as they would like. This is, I submit, not a valid reason for 
seeking protection and in doing so asking the United States Government to 
modify its tariff concessions to other countries. 

Ours should be an import policy in the national interest, not one that 
serves only the special interests of particular companies or particular products— 
unless of course there is a clear national-defense reason for maintaining protec- 
tion of those products, and in cases of that kind every avenue should be explored 
to protect the national security without tampering with our tariff system. But 
otherwise I see no national interest in maintaining protection of products which 
we cannot make as well or as cheaply as foreign enterprise. If allowing those 
foreign products to compete in the American market means in some cases loss 
of jobs, depressed conditions in certain local communities, or a serious loss of 
capital for American enterprise, then we ought to have some Government pro- 
gram to help these interested parties adapt their resources to new lines of pro- 
duction. It should be pointed out that there are at stake in our export trade a 
substantially greater number of jobs than the number seriously affected by 
import competition. 

America’s economic growth needs more of both imports and exports. And a 
heads-up private enterprise system makes it possible and feasible to both. 

Sincerely yours, 
H. BE. Scuvureast, President. 


FALLEK Propvucts Co., INC., 


New York, N. Y., March 17, 1958. 
Re H. R. 10368. 


Hon. Wrisur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, Washington, D. C. 
HONORABLE Sir: We would like to inform you that we are for a 5-year exten- 
sion of the Trade Agreements Act with additional bargaining power. At the 
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same time we are against the proposal for an increase in duties on basis of the 
1934 rates, in escape-clause cases. 

This company has been active in importing and exporting chemicals and raw 
materials for the chemical industry for over 15 years and has always found that 
international business is a two-way street. Our best foreign customers for 
American chemicals are in those countries from which we import other chemicals 
into the United States. 

We have an office staff of 19 people and our imports provide directly work and 
income for a considerable number of other American firms and their employees, 
i. e., steamship companies, airlines, customs brokers, forwarders, truckers, ware- 
houses, railroads, ete. 

A certain number of our American customers, mainly smaller manufacturers, 
are only able to compete with their products in foreign markets if they are able 
to purchase imported raw materials at competitive prices. Import under draw- 
back regulations is generally not feasible in these cases due to the fact that 
the quantities purchased by a single customer are too small; however, many 
items and many manufacturers are involved and for the individual customer 
supply or foreign raw materials or chemicals means export or no export business, 

It will be in the interest of international friendship and in the interest of 
many American consumers and smaller manufacturers, if the Trade Agreement 
Act will be extended and if the escape-clause rates will be based on 1958 rates, 

We are, 


Respectfully yours, 
Lupwie I. FLorsHEem™, 


Vice President. 


M. H. GREENEBAUM, INC., 
New York, March 13, 1958. 
Hon. WiLzgur D. MILs, 
Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D. C. 
Deak Sig: I wish you to support the 5-year extension of the Trade Agreements 
Aet, with additional bargaining power. I am opposed to the 50-percent increase 
in duties in escape-clause cases. 


Sincerely, 
HENRY GREENEBAUM. 


CONTINENTAL MERCHANDISE Co., INC., 
New York, N. Y., March 13, 1958. 
Hon. WILBuR D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Sm: We are writing in support of the proposed legislation to extend the 
Trade Agreements Act. 

In this morning's press we read the splendid statement of Harry S. Radcliffe, 
executive vice president of the National Council of American Importers. We 
wholeheartedly endorse Mr. Radcliffe’s eloquent statement and we call particular 
attention to the provision in the pending legislation permitting an increase in 
duties to the extent of 50 percent above the 1934 rates. This provision is dan- 
gerous and should be deleted. It could destroy confidence on the part of foreign 
exporters, thereby damaging our import trade and also prejudicing our general 
position in foreign relations. 

The special purpose of this letter. however, is to bring out two facts. 

(a) Foreign trade must be supported because it supplies our people with arti- 
cles which are not made in the United States. 

(b) Foreign trade must be supported because it supplies a great many people 
with employment. 

One of the special items of import of our own firm is cigarette lighters and 
other smokers’ articles which sell at popular prices; that is to say, around $1. 
It may not be generally known that there is no domestic production of inex- 
pensive cigarette lighters which a person of limited means might purchase for 
his own use. The domestic lighter industry is almost entirely confined to the 
production of expensive lighters retailing for not less than $3.50 and for as high 
as $20 and $30, all designed as costly gift items. The domestic industry has 
never concerned itself with inexpensive lighters. If it were not for the imported 
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product, there would be no reasonably priced lighters on the American market 
tall. 

r In fact, imported lighters and domestic lighters do not compete with each 
other because they are in price classes so widely different and fill such varying 
needs. Anyone who wishes to buy a $10 lighter for a gift is not interested in a 
$1 lighter. The purchaser of a dollar lighter has no interest in the expensive 
lighter. If there were no dollar lighters available, he would not buy any, but 
would use matches. 

With respect to creating employment: Ours is just a small, family-size firm. 
Nevertheless, we have 9 or 10 office employees, business today being as complex 
as it is; approximately 10 salesmen all over the country; and from 30 to 50 
employees engaged in packing, shipping, and the like. Our total employees range 
from 40 to 60 people. In addition, our modest enterprise gives employment to 
eustoms brokers and their clerks; to clerks in banks; to truckmen, warehouse- 
men, and domestic suppliers of hundreds of items needed as adjuncts to imported 
merchandise. The employment created by our small firm must be multiplied 
scores of thousands of times to give some idea of total employment created by 
the importing trade. 

Of course, we can speak with complete certainty only about our own little 
business and those in our own segment of trade. But from our definite informa- 
tion we know that the import trade in general today plays a vital part in the 
American economy and that it needs and must continue to have legislative sup- 
port. We trust that your committee will succeed in its efforts to liberalize and 
extend the Trade Agreements Act. This is important for the economy of the 


‘entire country. 


Yours very truly, 
SAMUEL FRANKEL, Vice President. 


Joun HeatTucoat & Co., INc., 
New York, N. Y., March 12, 1958. 
Hon. WILBvUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MILts: John Heathcoat & Co., Inc. has been established 
in New York since 1911 for the purpose of importing the products of John Heath- 
coat & Co., Ltd., London, England. 

These products are largely of a specialized nature, namely bobbinets in most 
of the natural and man-made fibers. One of our major imports is a bobbinet 
made of pure silk, known in the trade as bridal illusion. It is used for the 
manufacture of bridal veils and it is not manufactured in this country. 

We should like to express our views on the extension of the Trade Agree- 
ments Act, H. R. 10368. 

(i) We are definitely in support of a 5-year extension to the act, with addi- 
tional bargaining power. 

(ii) We are also in approval of the proposition authorizing duty rate re- 
ductions up to 25 percent of rates existing on July 1, 1958, over a 3- to 5-year 
period, where such reductions are justified on a selective basis. 

(iii) We are very strongly in opposition to the provision for a 50 percent in- 
crease above July 1, 1934, rate in escape-clause cases. 

In our case this would raise the duty rate in most instances from 30 per- 
cent to 135 percent (an increase of 350 percent) as duties would revert to the 
Tariff Act of 1930. 

We contend that this is a completely unrealistic interpretation of the original 
intent of the escape clause. 

(iiia) We should like to propose that, instead of the above provision, the 
maximum authority be the restoration of the duty rate in effect, prior to the 
last trade agreement concession and also that this should in no instance be 
more than 50 percent above the rate existing on July 1, 1958. 


Escape clause 


Through a series of amendments, we believe that the original concept of this 
clause has been changed. 
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It has become a weapon in the hands of domestic industry, even individual 
companies, whereby, by means of a complaint to the Tariff Commission, quota 
restrictions may be placed on the imported article. 

The suggested injury caused to the domestic producer may well be because 
of inefficient management or antiquated operation, yet the penalty falls on the 
importer. 

We respectfully suggest, that the Tariff Commission instead of conducting 
and escape-clause investigation, upon application, should be authorized to de- 
cide, after a preliminary investigation whether or not a formal investigation is 
necessary. 

We should also like to suggest that the escape clause should be revised to 
make it clear that its object is the imports as the result of a trade agreement 
tariff concession, and not as a method of eliminating competition from imports, 

We also submit that the authority of the President to approve, modify or re- 
ject escape-clause recommendations by the Tariff Commission be continued. We 
believe that, if, as proposed, these are submitted to Congress, the time factor 
alone, would prove to be an undue and unnecessary burden upon the importer. 


National security provisions 


We do not believe that these have a place in a trade agreements act. 

In conclusion, sir, we would like to add, that for a large proportion of our im- 
ports we are not faced with domestic competition, but we do firmly believe that 
the United States of America should be a prime participant in the general 
agreement on tariffs and trade. There is no doubt that common markets will 
be, in the next few years, formulated over various parts of the world and 
America must be in a front-rank bargaining position and have a positive over- 
seas trade program. 

We are, sir, 

Yours respectfully, 
G. A. PHILLIPs, 
Vice President. 


J. E. BERNARD & Co., ING., 
New York, N. Y., March 14, 1958. 


Re H. R. 10368, to extend the Trade Agreements Act. 


Hon. WiLzpur D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
House Office Building, Washington, D.C. 

Dear Stir: The importance to the economy of the country inherent in the Trade 
Agreements Act, justifies the earnest and urgent support thereof by all citizens in 
every walk of life. 

Your cooperation is respectfully requested to accomplish a 5-year extension of 
the act, with additional bargaining power. However, you are as earnestly 
urged to oppose that part which proposes an increase in duties to 50 percent 
above the July 1, 1934, rates in escape clause cases. 

I believe it to be more or less common knowledge that the minor number of 
American workers who might be adversely effected by imports competitive to 
the industry in which they are engaged, is by far eclipsed by the number de- 
pendent on exports of American products, and as the purchase of American 
goods by foreign nationals is determined by the dollars made available through 
sales to American importers, the importance of extending the act clearly be- 
comes a matter of self-preservation. 

I have been privileged to read the statement of Mr. Harry S. Radcliffe, ex- 
ecutive vice president of National Council of American Importers, Inc., before 
your committee on March 11, 1958. Being in full accord therewith, I urge that 
in favorably acting upon my request for your support to assure enactment of 
H. R. 10368, you give full consideration to Mr. Radcliffe’s statement. 

Thank you. 

Very truly yours, 
HArorp F.. ENGLAND, President. 


STATEMENT OF BRAYTON WILBUR 


My name is Brayton Wilbur. I am president of the Wilbur-Ellis Co. which 
is engaged in the exporting-importing business with 35 domestic and foreign 
offices. 
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You have before you the bill to renew the Trade Agreements Act. Without 

going into a long array of statistics, which you have had and wil! have ad 
infinitum, let us look at a few general aspects of our foreign trade as we find 
it today. 
' Until shortly before the First World War, the United States was a debtor 
nation, it being necessary to accept for purposes of balance large investments in 
the United States by foreign interests. Our country began its real industrial ex- 
pansion at this time and during the First World War. Our exports far out- 
distanced our imports—we became a creditor nation. Often, I wonder if this 
amazing change is not lost on many people who would have us shrink back to 
our isolationist protectionist position in the world. We cannot turn the clock 
pack. Our trade flourished in the twenties but, after the world depression plus 
the passage of the most constricting United States tariff bill in 1930, our trade 
so waned that from 1929 to 1982 exports declined by 70 percent, to $1.6 billion 
in 1932. In 1934, the first Reciprocal Trade Agreement Act was passed. Dur- 
ing the approximate 23 years of these acts, our tariffs and restrictions to trade 
have been regularly reduced by a variety of agreements and arrangements with 
the other leading countries of the free world. The results are well known to all 
of you. In the year 1957, our exports reached the enormous total of $1914 
billion against imports of $1344 billion. 

This tremendous increase in world trade and our preeminence therein has 
thrust upon us the political and economic leadership of the entire free world. 
Any change, though slight to us, in our rates of duty or quota, in impositions, 
ete., can have startling adverse effects on the economies of our best political 
friends or partners and perhaps set in motion a series of retaliatory economic 
acts and barriers, the ill consequence of which we could not possibly envision 
today. Gentlemen, I do not believe that at this highest point of all time in our 
world trade that you could possibly tamper with this act. It is obvious that the 
greater the exchange of goods between us and the free world, the higher will be 
our standard of living and that of our customers. Our volume of exports in 1957 
of $19% billion, and of imports of $13 billion, means the employment in the 
United States of 44% million men. Do we dare take the chance of changing the 
rules of import trade when by so doing we could well increase our unemploy- 
ment? Our problem is to make trade easier which will increase its volume, so 
that we can decrease, rather than increase, the number of our unemployed. To 
sell more, we must buy more. Our customers must have the dollars with which 
to purchase our enormous exports of mass produced machines and specialties in 
the manufacture of which this country so excels. 

Beyond these simple economic facts, there are two major additional considera- 
tions. Several of the free European nations have jointly embarked on the 
European common market which envisions a trading area of approximately the 
population of continental United States in which there will be within a few years 
almost free trade with common tariffs on the imports of goods from without the 
area. It is generally believed that the creation of this great trading area will 
tremendously add to the level of world trade but no one today can accurately 
foretell its effect on the trade of our country. Now, if ever, our President needs 
the maneuverability and the flexibility which the Trade Agreements Act pro- 
vides. A 5-year extension is a must—I wish it were longer in order to follow the 
development and world trade consequences of this European common market. 
Our assistance in the promotion of our mutual trade may well determine the 
future political status of our free world allies. 

One further point next. Russia today is embarking on a cold war of economic 
penetration of the free world—both committed and uncommitted nations. To 
protect our role of world leadership and to meet this Soviet trade chailenge, our 
policymakers must be placed in a strong economic bargaining position. It is 
indeed impossible to separate economic and political negotiation. 

Summing up, I urge upon you the passage of this Trade Agreements Act for a 
period of 5 years without any crippling amendments. I cannot envision the 
tampering with an act which has brought our country the greatest volume of 
exports in its entire history. Added to this is the necessity to retain our role of 
leadership, economic and political, in the free world and our position as principal 
adversary of Soviet Russia in its sinister purpose to dominate the world. These 
viewpoints virtually demand the clear indication—the sounding forth by our 
Government of its intention to continue its consistent, long range, multilateral, 
reciprocal trade agreements policy which this act provides. 
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TuK-Town Sates, INo,, 
New York, N. Y., March 17, 1958, 
Hon. Wiisvur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
House Office Building, Washington, D. C. 


Dear Str: I am writing this letter in support of a 5-year extension of the 
Trade Agreement Act. However, I am strongly opposed to the proposal for an 
increase in duties to 50 percent above the July 1, 1934 rates in escape-clause 
cases. 

You can note that people employed in the export trade are far more numerous 
than the small amount of people that may be unemployed because of competi- 
tive imports, but, in my own office where there are 19 people employed in the 
handling of our merchandise imported from Italy and office work. Multiply 
our own office with the offices of our customers, who also employ specific people 
for the handling of imports, you can see that there are many Americans who 
depend on their jobs from imports also. 

I am also under the opinion that the next 5 years will be the most important 
in foreign-trade policy, because of the evolution of the European common market 
and also of the active consideration for the creation of free trade areas in 
Surope. 

United States must be equipped with a sure foreign trade policy and be in a 
position to bargain effectively at any time therefore, should the United States 
Government decide not to extend the reciprocal trade agreement program shall 
put the United States exporters in a noncompetitive position and will ultimately 
hurt the United States economy by possible retaliatory measures which may be 
taken against United States goods in her markets, should the United States fail to 
extend the Reciprocal Trade Agreements Act. 

Very truly yours, 
MARVIN TUCKER. 


INTERNATIO-ROTTERDAM, INC., 
New York, N. Y., March 6, 1958. 
Re Trade Agreements Act. 
Hon. Witpur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
New House Office Building, Washington, D. C. 

My Dear ConGressMAN: Your Committee on Ways and Means is now holding 
public hearings on the bill, H. R. 10368, to extend the Trade Agreements Act. 
In our opinion, it should not be necessary to have that act come up for renewal 
every few years. It should be a permanent statute as a demonstration that the 
United States is steadfast in its policies of economic cooperation, and intends 
to do everything possible to bring about an ever-increasing two-way flow of trade 
on a mutually beneficial basis. 

The act should also be made stronger by the elimination of most of the pro- 
visions that raise doubts among people in friendly foreign countries as to the 
stability and continuity of our foreign policies, and cause them to ask members 
of our trade missions embarrassing questions. 

The act should be extended for at least 5 years as the President has requested, 
with adequate fresh bargaining power. At the same time, the provisions in the 
extension bill to authorize trade agreement rates of duty to be increased in 
escape-clause cases by as much as 50 percent above the July 1, 1934, rates should 
never be approved. The July 1, 1934, rates of duty, with very exceptions, were 
the Hawley-Smoot tariff rates. To establish a protective rate of duty 50 percent 
more than the Hawley-Smoot rate for any imported article under any circum- 
stances would, in our opinion, have serious repercussions throughout the entire 
free world. Furthermore, to have every trade agreement item liable to such 
a drastic increase (6 to 7 times the existing rate in many cases) would destroy 
every vestige of stability in our entire trade-agreement program. 

We would thank you to insert this letter in the record of the current hearings. 

Respectfully yours, 
R. O. Hustneu, President. 
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Cuuss & Son, 
New York, N. Y., March 18, 1958. 
Tue CHAIRMAN OF THE COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 


Sim: May I express my support for the legislation presently before the com- 
mittee, the Trade Agreements Extension Act of 1958. I would strongly urge 
the committee that the provisions of H. R. 10368 proposing a 5-year extension 
and authority for tariff reductions of 25 percent are the minimum consistent 
with our national interest. In this period of business slowdown, it is more nec- 
essary than ever to assure Stability in our foreign trade. 

In recent months our exports have declined from the unprecedented peaks of* 
the early months of 1957; part of this decline is probably quite normal but an- 
other element in the decline can easily be attributed to uncertainty on the part 
of the foreign buyer as to the future of our trade policy. To restore confidence 
abroad and thus to insure that our exports do not suffer the kind of decline 
which would seriously affect our already slipping economy, it is essential that 
this bill be passed in adequate form. 

The committee has been told many times of the importance of our trade pol- 
icy to our foreign policy and to our security policy. There is no question in my 
mind that these statements are true and that any failure on our part to 
continue a liberal trade policy could well be disastrous for us all. 

Very truly yours, 
J. RUSSELL PARSONS. 


FAIRBANKS CHAMBER OF COMMERCE, 
’ Fairbanks, Alaska, March 12, 1958 
Hon. Wizgur D. MILLs, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington, D. 0. 

DEAR Mr. CHAIRMAN: The board of directors of the Fairbanks Chamber of 
Commerce March 10, 1958, approved the administration’s proposed 5-year exten- 
sion to the Reciprocal Trade Agreements Act. 

The board has further concurred in increasing negotiating authority provid- 
ing safeguards are included on behalf of our American industry and labor. 

The area near Fairbanks is presently the site of two large Air Force bases. 
Indications are that, in the near future, other national-defense measures will 
be placed somewhere in the vicinity. It, therefore, appears that every precau- 
tion must be taken to insure not only the well-being of the Territory, but the 
entire populace of the United States as well. Any protective measures, such as 
increased negotiating authority for resources, would seem to further protect 
the United and its Territories. 

We urge positive action by the Ways and Means Committee on this program. 

Sincerely, 
Epwarp Opocensky, Manager. 


Mr. Grecory. The next witness is Mr. Gilbert B. Mustin, Jr. 


STATEMENT OF GILBERT B. MUSTIN, JR., EXECUTIVE VICE PRESI- 
DENT OF THE FRANK H. FLEER CORP., PHILADELPHIA 


Mr. Mustrin. Mr. Chairman, I am Gilbert B. Mustin, Jr., executive 
vice president of the Frank H. Fleer Corp., of Philadelphia, Pa. I 
asked for this opportunity to appear before the House Ways and 
Means Committee so that I might express to the Congress my sup- 
port for a meaningful renewal of the reciprocal trade agreements 
program. 

I< come before you in three capacities: 

. As a citizen, deeply concerned about the Communist threat to 
our way of life, about the ever increasing need for free-world unity, 
and about the tragic effect that trade restrictions and retaliatory 
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trade restrictions would have on the community of nations on our 
side of the Iron Curtain. _ 

2. As a consumer, who believes that the availability of more, 
cheaper, and better quality merchandise from which to satisfy his and 
his family’s ever-expanding wants is at the heart of the rising stand- 
ards of living we all seek. 

3. As a businessman, whose company depends upon export sales for 
more than 10 percent of its business and could expand its foreign 
sales many times if trade barriers could be reduced. 

I look forward to the day when the dollar position of foreign 
countries is such that free convertibility in world currencies is re- 
stored and import restrictions against the less essential products are 
greatly reduced or eliminated. In other words, I look forward to the 
day when consumer goods of all kinds move across national borders 
all over the world, unrestricted by the barriers made necessary by the 
conservation of scarce currencies. 

But this goal will not be realized—in fact, my company’s present 
export business will be impaired—if new import restrictions are 
established by our own country. These restrictions would, in gen- 
eral, deny the American consumer the kind of choice he ought to have 
and, in their impact on the dollar position of our customers or pro- 
spective customers, render a corresponding disservice to the con- 
sumers of other countries. 

The impact of American foreign-trade policy on world trading 
patterns is becoming more and more complicated because of the fast- 
moving pace of economic developments abroad. The establishment 
of common markets and free-trade areas seems to be the order of the 
day. Their basis is the desire of the nations concerned to accelerate 
their economic growth, and reducing, ultimately eliminating, the 
trade barriers between them is seen as an indispensable approach to 
that goal. 

This is bound to have a variety of effects, some short term, others 
long term, on the competitive position of American producers in ex- 
port markets, both in the common market and elsewhere. If the re- 
sult of these new regional devices is an expansion of trade within 
their borders and with the rest of the world, the goal of rapidly in- 
creased living standards for those peoples will be reached. 

A high tariff wall around the common-market area will be detri- 
mental to the sound economic growth of those countries and to the 
development of our own country’s export trade with those areas. An 
attempt at self-sufficiency in commercial policy does not promote 
sound economic growth in the United States or anywhere else. 

To get other countries to lower tariffs and ultimately to eliminate 
import and exchange controls that in certain areas still pose barriers 
to trade, the United States should have a foreign-trade policy sufli- 
ciently flexible and long-term to permit the President to negotiate a 
lowering of trade restrictions, and to do so in step with the phasing 
of the new regional developments to which I have referred. 

It should be a foreign-trade policy in whose dependability our 
own importers and the exporters can have confidence, the kind of 
confidence necessary to stimulate investment to trade promotion, with- 
out the fear that success in the expansion of trade will be penalized. 
We hear enough talk about the need for a suitable climate for United 
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States private investment abroad. Let us not tarnish our own record 
in that respect by what we do in the field of foreign trade. 

I represent a small company, but, presently, 40 of its employees owe 
their jobs directly to export sales. It is clear to our 400 total em- 
ployees that foreign trade is vital to the Frank H. Fleer Corp., from 
the cane sugar that is imported to the export of their finished product 
to some 50 countries. 

Furthermore, since exports have been the most profitable segment 
of our business, the United States Government stands to lose sub- 
stantial income-tax revenue if these export sales cannot be maintained. 

The Frank H. Fleer Co., in case you might not know it, is exclu- 
sively in the bubble-gum business. That is a rather unique enterprise 
in a number of ways. 

It is only proper for a manufacturer of bubble gum to express his 
support of a liberal-trade policy by saying that he favors an ever- 
expanding volume of two-way trade; that he eschews isolationism; 
that he does not want to see the machinery of international exchange 
of goods and services become stuck with restrictions that, in the long 
run, benefit no one except those who glory in trade and monetary 
conflict among the free nations of the world; and that he does not 
want to see our grandiose professions of belief in free-world unity, 
the growth of democratic institutions, and the raising of living stand- 
ards for consumers everywhere become just a huge bubble, easily burst 
by the dangerous consequences of a policy of trade restriction. 

I make these statements, Mr. heim. with great sneeHES and 
with equal sincerity I support the administration proposal as a 
minimum measure to meet the needs of the times in which we live 
and the goals to which we all aspire. 

Mr. Gregory. Thank you, Mr. Mustin. 

Mr. Krocu. I am happy to note that Mr. Mustin’s gummy sense of 


‘humor is not sticky with us, either. 


Mr. Must1n. Thank you. 

Mr. Grecory. Thank you so much for your appearance and the 
information given the committee. 

The next witness is Mrs. Charles M. Clegg. 

Mrs. Clegg, will you come forward, please? 


STATEMENT OF MRS. CHARLES M. CLEGG 


Mrs. Cixee. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to take part in the 1958 debate on renewal and 
extension of section 350, 1930 Tariff Act, as amended, known as the 
1934 Trade Agreements Act. 

The subject of my testimony is the built-in free trade mechanism 
in the 1934 Trade Agreements Act, and the impossibility of further 
conducting foreign trade under this act without injury to American 
industry and to American workingmen. 

This debate carries with it arguments on the multilateral General 
Agreement on Tariffs and Trade—GATT—which was negotiated 
through power given to the President to make agreements with for- 
eign nations on their instrumentalities without reference to the Senate, 
and arguments on the proposed permanent administrative machine 
for the GATT, called Organization for Trade Cooperation—OTC. 

I am opposed to all three. 
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Through the years the persuasive talk has been of lowering barriers 
to trade, but no witness, barring Mr. Schamus this morning, appear- 
ing before your committee or the Senate Finance Committee, urging 
the various extensions of the 1934 act, has, to my knowledge, openly 
—_— that he really wanted universal free trade, or even limited free 
trade. 

Therefore, I am particularly impressed with the skeletal structure 
of our trade policy as it appears to the West Germans. 

On December 9, 1957, I had occasion to talk with Dr. Droege of 
the German Embassy here, and I asked him whether Germany joined 
the GATT because the United States asked them to, or because they 
wanted to join. Dr. Droege frankly told me that, and I quote his 
words: 

Germany would seek membership in the GATT if they were not members 
already because we are advocates of universal free trade and we consider GATT 
a good instrument through which free trade can be achieved. 

The cheapest and most economical production of a maximum number of 
goods can be achieved by a free and unlimited universal movement of capital, 
labor, and materials, and the most important of these is capital and labor. 

We hope the United States will hurry and join the OTC. 

Mr. Chairman, I think Dr. Droege has stated the issue in our trade 
peasy more clearly than I have ever heard it stated, and the choice 

fore Congress is simple and inescapable: Do we really seek universal 
free trade and its inevitable companion—free immigration? Do we 
really seek to follow the guidance of the totalitarian social engineer ? 

A few days ago the Honorable Camille Gutt told a New York 
audience that a— 

Common market for the entire Western World is likely to be established in 
then next 10 to 20 years (AP dispatch from New York, January 30, 1958). 

“Common market,” Mr. Chairman, is merely a euphemism for free 
trade. 

Mr. Sherman Adams writes me—January 3, 1958—that, and I 
quote: 

The General Agreement on Tariffs and Trade and the proposed OTC—do not, 


to this administration, mean universal free trade. They do mean fostering and 
promoting mutually profitable world trade with due regard for the problems of 


affected American industries. 

Mr. Chairman, by further references to statements by respected 
world-renowned leaders and writers, I will try to prove that the 
skeletal structure of our trade policy is wittingly or unwittingly the 
framework for totalitarian government cbntzol of every workingman 
and industry and, as Dr. Droege said: 


The GATT is a good instrument through which free trade can be achieved— 


and the so-called reciprocal trade program is nothing but a New Deal 
gadget in a social engineering plan to change the mode of production. 

. Sherman Adanis has stated that the GATT and proposed OTC 
do not mean universal free trade to this administration, yet, as early 
as March 22, 1955, President Eisenhower is reported to have said in 
his address to the Advertising Council that, and I quote: 


It would be fatal * * * to block an economic union of the free world [by 
reason of] the cumulative minor objections of each district or each industry— 
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See page 2045, part 4, hearings on H. R. 1, Senate Finance Committee, 
and White House press release, March 22, 1955. 
Conceivably, we are endeavoring to bring about such a condition of 
peace in the world that all the world will be “free.” Therefore, the 
‘economic union of the free world” must look forward to becoming 
an economic union of the world, and “economic unity is the absolute 
rerequisite to political unity,” according to Dr. J. G. DeBeuss, 
ormer Netherlands Minister to the United States, speaking at George- 
town University. 
Mr. Paul Hoffman, and Secretary of State Dulles clearly implied 
in their testimony in 1955 before the Senate Finance Committee, that 
our present trade policy violates the natural law of self-preservation 
and 1s morally wrong. 
On page 666, part 2, of the Senate Finance Committee hearings 
on H. R. 1, Mr. Hoffman stated, and I quote: 


Certain segments of our economy will be adversely affected by an increase in 
imports. I do not deny that this can happen. But I do wish to assert this: 
A business that can’t adjust itself to some slight increase in competition from 
abroad, can’t survive anyway. . 


And again on page 669, Mr. Hoffman reiterated : 


I think the burden of proof is definitely upon that industry or that business 
that can’t compete successfully both with domestic and foreign competition— 
this is now my theory. 

Secretary Dulles, on page 1258 of part 2 of the Senate Finance 
Committee hearings on H. R. 1, firmly and honestly stated his opinion 
of the 1934 Trade Agreements Act, and I quote Mr. Dulles: 

I don’t believe we can operate the law without some injury to some American 
industries. 

Mr. Chairman, who among us is so wise he can choose like apples 
from a barrel which industries and which workingmen to discard and 
which to cherish. 

Our great momopolies, the ripening plum of Marxism, strongly 
support section 350 of the 1930 Tariff Act, perhaps because free trade 
helps them feed a little longer on cheap forsigrh raw materials and 
labor, and Walter Reuther prospers as the monopolies prosper. 

Mr. Chairman, I am not here to recite to you the long and heart- 

breaking list of American workingmen whose jobs vanished in 1956 
and 1957 because of operation of the 1934 Trade Agreements Act. 
But the list of our unemployed refutes Mr. Sherman Adams’ under- 
standing that this administration is fostering world trade with due 
regard for the problems of affected American industries. 
_ Toillustrate my point that unemployment is increasing in American 
industries comepting with foreign industries due to our GATT trade 
poner, I call your attention to Bureau of Census industrial statistics 
for December 1957 and for January 1958. In the Christmas month of 
December, 91,000 automobile workers were out of a job, and 155,000 
in January ; 181,000 radio, TV, sewing machine, and heavier machin- 
ery workers out of a job in December, and 233,000 in January, 

Ninety-six thousand iron and steel workers in December, and 146,- 
000 in January; 89,000 workers in fabricated metals in December, 
and 98,000 in January. 
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Eighty thousand textile workers in December and 134,000 in Janu- 


ary ; 

Sixty-five thousand workers in lumber and wood products in De- 
cember, and 98,000 in January; 

_ Four thousand fishery se dercibig workers in December, and 5,000 
in January. 

One hundred sixty-five thousand agricultural workers in December, 
and 267,000 in January; 

Thirty-seven thousand glass, clay, and stone workers in December, 
and 44,000 in January; 

Fifty-seven thousand miners in December, and 67,000 in January, 
all were out of a job. 

To further illustrate my point, I call your attention to imports of 
commodities produced by comparable foreign workingmen for the 
9-month periods January to September 1956 and 1957—Bureau of 
Foreign Commerce figures—listed below in millions of dollars: 

(The information referred to is as follows :) 


Commodity imported 





1956 1957 

ithe sddoknnteeGie tbr tiancdebsecusuaespenbwwecewwenesesécouosny 97.5 227. 
Agricultural and other machinery... ...................-.-...-----.- aiticc spain 266. 1 319.5 
nn ol Ames ab ip de ory - penne rel qants sense 152. 2 178. 5 
Clocks, watches and parts, photographic goods, and noncommercial items. -. ---- 309. 2 388. 7 
Textiles, semifinished and finished manufactures. .-..........---.----.-..-.------ 481.1 484.5 
tb Oh acpi ecb adap she sSeshie pe agidcapesdere sn sateings ce 236. 2 182.9 

Unmanufactured cotton, wool, tobacco, sisal, and similar fibers, vegetable oils 

ea tiie hon Baceunnin en aeaenceeesennneshonewsansenecceun 406.7 392.0 
Meat, dairy and fish products, edible.......-........-------.-------------------- 323.7 363. 5 
n,n ee ee a arene ere 234.3 221.7 
Vegetable food products (excluding coffee, cocoa, and sugarcane) -......-.-------- 547.2 556.0 
SS CN in ch on nbeiatheshsh its bahenb bi $e opus chnbitinbssdeoboepeee~ 51.2 39.8 
TT I ori cccouponienanapntiighietepniwncecegpepuareneeninances 50.7 56.5 
DOIN SUINEIINIUE,, 8 onc cdccdecrn cc ccntn ccs eensosenbsinawesonewmeses 183.7 214.4 
ns akienpancesdauntcsnbatsodensncacnsoswereraterscers 190.3 255.3 
iar einindininhin ane gemnaeewe dal 47.3 46.2 
Ana, TACT ROI S555 3 aseetnntnn cnc niccpnp econ cope poodccnmnss sess 132.8 143.8 
SER RAEeEt Rane cipeipensonstpateomrenawhie one Erna lmnanpaeetopmes 377.8 301.2 
Nee indbE) SUES CL. cath bbied baila aap < ade bebe <dsep tne bho s~dadutein 99.0 107.1 
SinAdatdttcenntenbanangnnnettasencbenegitbataeetstapenaennsebsnetansbnan= 74.5 112.7 


een 1 also that total imports of all commodities January to September were 2 percent higher in 1957 
than in 1 


Mr. Chairman, as a rebuttal to the NBC network television program 
Sunday, March 2, 1958, by Chet Huntley, called Outlook, on which 
several members of the Connecticut League of Women Voters argued 
in favor of extension for 5 years of the 1934 Trade Agreements Act, 
I wish to include in my statement before this committee the following 
report showing the effect of the negotiations on industry in Connecti- 
cut and other States: 


Bighty-seven escape-clause applications have been made. The Tariff Com- 
missioners have sent 29 cases to the President, recommending relief on 24 and 
dividing evenly on 5. Of these 29 cases, the President refused relief to 17 
and granted relief to 9; the 3 pending cases before the President are stainless- 
steel table flatware, umbrella frames, and clinical thermometers. 

Four cases are pending before the Tariff Commission. These 4 escape- 
clause applications are from the lead and zine industry, fine mesh wire cloth, 
wilton and velvet carpets and rugs, and 1 filed March 3, 1958, by the barium 
chloride industry. 
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Unemployed Connecticut workers under the State unemployment-insurance 

rogram as of the weekend of February 15, 1958, numbered 57,779 persons. 

The total vote cast in Connecticut in 1956 elections was 1,113,819. That is 
about 5 percent of Connecticut voters are unemployed. (Sources: Tariff Com- 
mission for escape-clause actions ; votes cast, Congressional Directory, 85th Cong. ; 
Department of Labor for unemployed.) 

The perfect balance between supply, production, and demand en- 
visaged by Adam Smith is achievable today only by totalitarian gov- 
ernment control directing or permitting shutting aa 1 industry in 
1 country in favor of cheaper production by a like industry in another 
country and moving population from 1 country to another country, 
or to a different part of the same country. 

Even then, the elements of weather and climate and natural dis- 
asters and human nature itself will forever prohibit perfect balance. 

Through the years you have heard much testimony by supporters 
of the 1934 Trade Agreements Act glibly outlining plans to retrain and 
resettle workingmen whose jobs have vanished by reason of operation 
of this act. Forcible operation of such a plan destroys the roots of 
family and community life and is an intolerable tyranny. 

Mr. Chairman, the principal argument given by advocates of ex- 
tension of the 1934 Trade Agreements Act and adoption of the pro- 
posed Organization for Trade Cooperation is that only by means of 
a permanent administrative and policing body can the contractin 
parties to the General Agreement on Tariffs and Trade be compelle 
to abide by their commitments to lower trade barriers. In other 
words, a totalitarian control must be initiated else the 37 contracting 
parties will continue to prevent by concern for their individual coun- 
try’s welfare the bringing into being universal free trade and free 
immigration. 

Mr. Chairman, I cannot agree with Mr. Harold Stassen that— 


The American people want to get started on a world government. 


In the May 22, 1943, issue of the Saturday Evening Post, Mr. Har- 
old Stassen made as clear cut a statement as that made by Dr. Droege 
to me on December 9, 1957. Mr. Stassen wrote, and I quote him: 

Future economic competition between nations requires a world government 
and system of justice * * * A sound starting point for this phase of United 
Nations of the world government might be to provide that each nation establish 
its general tariff structure at the outset. There would be an inducement to 
each nation to keep these barriers low. Then, once tariffs have been estab- 
lished by member nations, they should not be arbitrarily raised without the 
consent of the United Nations government. 

This is exactly the purpose and effect of the GATT and the OTC. 

“Mr. Stassen was correct,” wrote Gerard J. Mangone, in his 1951 
book The Idea and Practice of World Government: 
in not advocating any sudden attempt to make trade universally free, but 
rather to begin economic reconstruction by a general tariff structure which 
“should not be arbirtrarily raised without the consent of the United Nations 
government.” 

The GATT today forbids the United States of America to change 
by one decimal point a tariff rate without permission from 36 na- 
tions—Articles X VIII and XIX. 

To illustrate how absuredly we are bound to the will of the con- 
tracting parties to GATT, on page 1243, part 2 of the hearings on 











1236 RENEWAL OF TRADE AGREEMENTS ACT 


H. R. 1, Secretary Dulles told the Senate Finance Committee that 
our negotiators in Geneva, Switzerland, had: 

great difficulty in obtaining a general acceptance of the so-called waiver under 
section 22 of the Agricultural Act, but we did not obtain that. 

So, as Mr. Dulles boasted, our diplomatic ‘triumph was to obtain 
agreement— 
that it is entirely proper for us to impose restrictions upon importations into this 
country of agricultural goods which are the subject of sustaining programs by 
the United States Government (article XVI). 

We can’t even protect so small an industry as brier pipe making and 
spring clothespins without setting off an extravaganza of State De- 
partment opposition. 

However, long before the GATT or its parent, the Habana Charter 
for an International Trade Organization, the sinister techniques of 
the 1934 Trade Agreements Act were in operation. 

On January 8, 1938, Mr. Harry C. Hawkins handed to his superior 
in the Department of State a memorandum urging that immediate 
secret inae negotiations be entered into with Hitler's government, 
under authority given the State Department by the 1934 Trade Agree- 
ments Act. I quote from this Hawkins-Darlington memorandum: 

It is not the intention, of course, that any public steps be taken to conclude a 
trade agreement with Germany prior to the elections in the fall of this year 
* * * If an agreement were concluded following next autumn’s elections, a 
year and a half would still remain before the expiration of the Trade Agree- 
ments Act, and 2 years before the presidential elections, in which its beneficial 
effects could be influencing and softening public opinion. 

Such an agreement might be expected for a period to cause the administration 
embarassment, and to reflect adversely upon the trade agreements program. 
This situation might, however, be short lived. Certainly the best polities of all, 
at any time, is the politics of prosperity. (See photostat copy, room 224-A, Old 
House Office Building. ) 

Mr. Hawkins is now a member of the National Defense Executive Re- 
serve of the State Department as economic consultant. 

In conclusion, Mr. Chairman, I hope the 1934 Trade Agreements 
Act—section 350, 1930 Tariff Act, as amended—will die in 1958, and 
that Congress will enact more equitable and economically and philo- 
sophically sound trade legislation, be bearing in mind the admonition 
George Washington made to the faltering , temporizing delegates to 
~ Constitutional Convention at Philadelphia when it convened May 

25,1787. These were his words: 

If, to please the people, we offer what we ourselves disapprove, how can we 
afterward defend our work? Let us raise a standard to which the wise and the 
honest can repair; the event is in the hand of God. 

Mr. Chairman, the patches on our trade policy are worn out. The 
fabric is too thin for new patches. 

Thank you. 

Mr. Grecory. Thank you, Mrs. Clegg. 

Do either of you two gentleman care to inquire ? 

If not, we thank you for your appearance and the information given 
the committee. 

Mrs. Circe. Thank you. 

Mr. Grecory. The committee will stand in adjournment until 10 
o'clock tomorrow morning. 

(Thereupon, at 3:15 p. m., the committee was recessed, to reconvene 
at 10 a.m., Thursday, March 6, 1958.) 
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THURSDAY, MARCH 6, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mrans, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuarrMan. The committee will please come to order. 

Our first witness this morning is the Honorable Ralph Yarborough, 
Senator from the State of Texas. Is the Senator present ? 

(There was no response. ) 

The CHarrmMan. Our next witness is Mr. T. S. Petersen. Is Mr. 
Petersen present ? 

Mr. Petersen, please come forward and give your name, address, 
and the capacity in which you appear, for the record. 


STATEMENT OF T. S. PETERSEN, PRESIDENT, STANDARD OIL COM- 
PANY OF CALIFORNIA, SAN FRANCISCO; ACCOMPANIED BY F. M. 
JAYNE, VICE PRESIDENT 


Mr. Perersen. My name is T. S. Petersen. My address is 225 
Bush Street, San Francisco. 

The Cuarrman. You are the president of the Standard Oil Com- 
pany of California, I believe ? 

Mr. Perersen. That is right, sir. 

The Cuatrman. Mr. Petersen, can you conclude your statement in 
the 15 minutes that have been allotted to you? 

Mr. Perersen. Yes, indeed. 

The CuHatrMan. You are recognized, sir. 

Mr. Perersen. My name is T. S. Petersen. I am president of the 
Standard Oil Company of California, which has its headquarters at 
225 Bush Street, San Francisco. I can best state my qualifications 
for appearing before you today by describing the nature of our com- 
pany’s operations. 

Standard Oil of California is an integrated company that is en- 
gaged in all phases of the petroleum industry, including production, 
refining, and marketing of oil, and related activities. Geographi- 
cally, we engage in the oil business in one form or another in most of 
the United States and, either directly or by means of affiliates, 
throughout the free world. Our net income is generated approxi- 
mately two-thirds from domestic operations and one-third from 
foreign. 
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Our company is a substantial producer of domestic crude oil. Last 
year this production averaged about 320,000 barrels a day. We have 
a sizable interset, too, in the production of foreign affiliates. 

The experience of our company and its predecessor firms in the 
American oil industry extends back into the 19th century. We also 
began actively seeking oil in foreign countries as early as 1922. 

I believe that this broad multiplicity of interests, both domestic 
and foreign, enables us to take a realistic and dispassionate view of 
the role played by foreign trade in our domestic economy and in our 
international relations. We have as much at stake, we believe, both 
in a thriving domestic economy and in a constructive foreign trade 
policy, as any other company or individual who will be represented 
at these hearings. 

Our position on the extension of the Trade Agreements Act may 
be stated quite briefly and directly. We believe that renewal of the 
act without restrictive amendments is essential to our national wel- 
fare and security. 

The Trade Agreements Act, in our view, is basic to our national 
economic foreign policy, under which employment, production, and 
incomes both at home and abroad in the free world have expanded 
at unusually high rates since the end of the Second World War. It 
would be tragic indeed if we permitted the present—and temporary— 
decline in economic activity to blind us to the great and vital need 
for continuing a trade policy that encourages flow of investment cap- 
ital, manufactured goods, and raw materials between our country and 
the other nations of the free world. 

To my mind, the history of the Trade Agreements Act down to the 
present demonstrates beyond dispute the economic advantages of such 
a policy to the United States. Far from exposing us to any flood 
of imports from abroad, this act has had quite the contrary effect. 
It has in fact opened up sizable foreign markets to our own products 
and enabled us to increase our exports to a volume far in excess 0 
the imports we have admitted in return. 

Some of the accomplishments of this program can be seen right 
in our own home districts. Nowhere in the United States is there 
a major area which does not depend to some extent on exports to 
sustain its employment and incomes and hence its very standard of 
living. 

The figures tell the story: Between 1953 and 1956, exports of 
American-manufactured nonmilitary goods rose from around $12 bil- 
lion to $17 billion. In the last half of 1957, exports ran at the rate 
of over $18 billion a year. 

True enough, imports have also risen; but they have been consist- 
ently lower than our exports. In 1956, for example, foreign coun- 
tries bought $17 billion worth of goods from us, while we bought 
from them $1214 billion worth—$41% billion of exports in our favor. 
This export gap widened during the first part of last year, when the 
Suez Canal emergency swelled our exports of oil to Europe. But 
even after the settlement of that crisis the gap continued at the rate 
of more than $414 billion a year. 

Our export surplus, it should be noted here, also reflects a rising 
flow of American capital into investments abroad—investments, I 
stress, that ease the burden of foreign aid now being borne by the 
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American taxpayer. Our Government has encouraged this American 
investment overseas to help in the postwar reconstruction and devel- 
opment of the economies of our allies, to strengthen market relation- 
ships uniting the nations of the free world, and to ease the American 
taxpayer’s burden of providing direct Government aid. 

Most if not all of us would agree that a gradual balanced expansion 
of this private investment abroad, and of all commerce with other 
free nations, would be preferable to perpetual foreign grants and 
loans from the United States Treasury. But it is difficult to conceive 
of United States industry expanding its foreign investment in the 
face of a trade policy that discouraged the free interchange of manu- 
factured goods and raw materials. 

Some, perhaps, welcome the disparity between our exports and 
imports; but the fact remains that trade must be a two-way street. If 
we expect others to buy from us, we must also buy from them, so that 
they may earn the dollars to pay for our goods. Surely it would be 
national folly to raise barriers against imports generally, at a time 
when foreign peoples are buying more from us than we are buying 
from them. 

Today, too, our reciprocal trade agreements program not only bene- 
fits the country economically; it likewise benefits our national secu- 
rity by promoting economic progress and development everywhere in 
the free world. 

I wish that I could take you with me now to examine at first hand 
some of the enterprises abroad which have been developed with the 
aid of American capital and technical skill. We would see a startling 
transformation in the lives of the people directly affected by these 
American efforts. Schools, hospitals, sanitary residential districts, 
and markets displaying a wide range of American exports for sale 
would be conspicuous. 

Less conspicuous, but no less critical in determining our future as 
a Nation, would be the economic and political ferment that we would 
find in these countries. 

We Americans are hopeful that in our own interests we can per- 
suade these countries that their best interests lie in economic and po- 
litical alinement with the western democracies. But for the most 
part these nations are not as yet committed to our way of life. 

Whether they ultimately throw in their lot with us will depend 
upon a great many considerations. Not the least of these will be how 
easy or how difficult we make it for them to trade with us. For that 
reason I wish to say, and very emphatically, that I believe any retreat 
from the limited advances which have been made in the past toward 
freer trade with our allies will almost certainly have a serious and 
damaging effect upon our relations abroad, and thus upon our na- 
tional welfare. 

Some people, nevertheless, are contending that business now re- 
quires emergency tariff measures for assistance in recovering from 
its present decline. 

1 would urgently caution against any abandonment of a tested and 
proved long-term policy because of short-run considerations. Re- 
member first how the Tariff Act of 1930 demonstrated that high 
tariffs cause business to decline all the more. Remember also that 
the vendors whom we would exclude from our shores today are the 
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very people whom we expect to be among the best customers for our 
mass-producing industries tomorrow. 

In the years to come, the expanding economies of the countries of 
the free world will provide ever-growing markets for all types of 
commodities. They will absorb some of the world-traded raw mate- 
rials and products which are now in excessive supply. But this can 
come to pass only if we encourage their economies now, by providing 
outlets for their production. Restricting their access to our markets 
can only result in gradually slowing down their economic progress 
and weakening their ties to the democracies. 

I am mindful of the fact that limited exceptions to a free trade 
policy must be made in instances where it is adjudged that imports 
constitute an immediate threat to the national security. A case in 
point is the present voluntary program for restricting imports of 
foreign oil. 

As you know, a committee of Cabinet officers studied the situation, 
prescribed quotas for the individual importers, and requested their 
compliance. 

Our company complied, not necessarily because we agreed with 
the findings of the committee, but because we were reluctant to run 
counter to the judgment of this high administrative body on a matter 
related to national defense. We did and do reserve our right to dis- 
agree with the committee, but we felt that as responsible citizens it 
was incumbent upon us to go along with any reasonable attempt to 
solve the problem by cooperative means. 

This program, we believe, provides us with a good illustration of 
the flexibility and practicability of the existing Trade Agreements 
Act. The President was able to institute this program promptly 
under his powers to take measures in support of the witieneh daldtan 
Further, if he should conclude at any time that our defense needs 
require it, the President may take such action as he deems necessary 
to make imports restrictions binding and mandatory. Self-evidently, 
it seems to me, we already have in this country the necessary ma- 
chinery to cope with emergency situations involving imports. 

I might point out here that voluntary compliance with the recom- 
mendations of the President’s Committee on Imports has been quite 
substantial. However, the few instances of noncompliance, and the 
threat of further violations, have been seized upon in some quarters 
as evidence that the program is ineffective. 

This I question. While we are all aware that the institution of 
this program has not been accompanied by a corresponding expan- 
sion of markets available to domestic crude oil production, it is pat- 
ently clear that the failure of a larger market to materialize is not 
due to imports but to the current business decline. During the past 
year the consumption of petroleum products in the United States 
was actually unchanged from that of the preceding year, and cur- 
rently it is below that of a year ago. 

Even despite the voluntary cutbacks by importers, some producers 
are continuing to advocate that relief be granted to them either in the 
form of separate legislation or by an amendment to the Trade Agree- 
ments Act. 

Such action, to my mind, would be indefensible. It would not solve 
the ills of the domestic producers. Only the revival of favorable 
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business conditions which we expect later this year can do that. What 
restrictive legislation would accomplish, however, is to hold up the 
integrity of our Nation to question before our friends abroad, Oil 
is our most important commodity in international trade, whether we 
determine that importance by volume or by value. 

Were we to bar much of the flow of this commodity from our 
shores, with a reversion to the foreign trade philosophy of the 
McKinley era, our friends and allies abroad would have good reason 
indeed to conclude that our intentions toward them were something 
less than honorable. What other alternative would they have than 
to deduce from this that any other important commodity they had 
for export could be and would be similarly barred, whenever it suited 
our convenience ¢ 

I submit, gentlemen, that such a trade policy would not be one 
calculated to strengthen international ties or amity. 

I have spoken at considerable length with many of our friends 
of influence in foreign countries. I am personally convinced that 
they are willing to stand beside our democracy, as long as we con- 
tinue to hold out to them the opportunity to trade with us on an 
equitable basis. I have therefore come here today to say. that I be- 
lieve continuation of the Trade Agreements Act as it stands, or 
preferably with the liberalizing revisions proposed by the President, 
would help our country to close ranks with its allies against the pos- 
sibility of infiltration or attack on the all-important economic front. 

The Trade Agreements Act is the foundation of our foreign eco- 
nomic policy. It is a policy that has paid its way. That policy in 
turn is the vehicle for the realization of our aspirations on the 
international scene, our hopes for lasting world peace, 

May I say that I make this statement without any attempt to be 
melodramatic. I quite honestly believe, on the basis of my own and 
my company’s experience, that without mutually rewarding economic 
relations with our allies, we cannot expect to be able to count these 
allies in our camp. In my opinion, the Trade Agreements Act can- 
not now be encumbered unnecessarily with: restrictive or limiting 
amendments if we are to retain the loyalty and understanding of 
the free world’s peoples. 

May I reiterate that this conclusion is founded upon experience in 
both domestic and foreign fields, and that our company, as a matter 
of duty, and self-interest as well, would contest any legislative action 
that would be injurious in either field. 

Quite emphatically, we subscribe to the viewpoint expounded by the 
Randall Commission in its report to the President several years ago, 
in which it was stated—and I quote: 

The larger interest of all our people must at all times be our standard of 

conduct. 
It is our view that to tamper now with an integral instrument of 
this Nation’s foreign policy, solely to render aid to domestic industry 
because it is faced with a temporary and normally recurring business 
problem, would not serve the larger interest of all our people. To the 
contrary, I believe it would be unwise in the extreme and do irrep- 
arable damage to our national defense. 

The Cuatrman. Mr. Simpson will inquire, Mr. Petersen. 

Mr. Stmpson. I have one. 
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The Cuarrman. Mr. Simpson will inquire, Mr. Peterson. 

Mr. Supson. Mr. Petersen, you believe in the voluntary agreement, 
method of limiting imports, do you? 

Mr. Petersen. I believe in it. 

Mr. Srupson. What is the purpose of it? 

Mr. Petersen. The purpose of the voluntary restrictions on oil im- 

orts today is to comply with the findings of the Office of National 
Defense where they indicated that the amount of oil imports coming 
into this country should be restricted, because it was at this point 
where they felt that some damage was being done to our national oil 
industry. 

Mr. Stisewone, The purpose is to cut down on imports. 

Mr. Perersen. That is right. 

Mr. Smreson. What is the purpose of restrictive legislation ? 

Mr. Perersen. The purpose, presumably, ae on what type 
of legislation was introduced, would be directed to the same point. 

Mr. Srpson. To cut down on imports? 

Mr. Prrersen. I presume so. 

Mr. Sueson. I refer to page 10. 

What is the difference, then, in the viewpoint of the mena nation, 
if we accomplish a restriction of imports by a voluntary method or by 
the constitutional legislative method ? 

Mr. Perersen. I think that the great difference is that the existing 
Reciprocal Trade Agreements Act operates on the present basis here 
of providing for voluntary compliance, or compliance within the 
terms of the act, that has some 24, 28 years’ background behind it. It 
has been quite satisfactory; and entrance into the legislative field 
could well develop into something completely different. 

Mr. Smonrson. That is not my question, sir. 

My question is, what is the difference, from the standpoint of the 
foreign nation, in the way that they would feel toward this country, 
if they were restricted in their imports into this countrf as the result 
of a voluntary method or as the result of a legislative method. 

Mr. Perersen. I think the difference there would be, of course, de- 
pendent upon the type of legislation that was enacted, plus the actual 
terms of that. I do not think any nation at the present time has any 
question at all, any foreign nation, as to the satisfactory operation of 
our Reciprocal Trade Agreements Act. 

Mr. Suwprson. You stated specifically that : 

What restrictive legislation would accomplish, however, is to hold up the in- 
tegrity of our Nation to question before our friends abroad. 

I am asking you, how does that differ, in point of what our friends 
abroad might think of us, if we accomplish the same purpose by what 
we call voluntary agreements? We are still denying them the right to 
our market. What is the difference? Why do you favor the one and 
object to the other ? 

r. Perersen. Because I think the present act is working satisfac- 
torily and not creating that question. I think it is being administered 
very wisely. If we got into a legislative situation that became in- 
flexible, which I think any legislative measure would do, it could well 
be that they would go far beyond the present position we are now in. 

Mr. Suwpson. What you seem to be saying, sir, then, is that you be- 
lieve in a group of Cabinet officers determining the imports into the 
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country, and not the Congress—or a combination of American busi- 
ness people in the textile industry, in the oil business, in the bicycle 
industry, in the farm area. You are indicating a belief that a group 
should be permitted to combine and volunarily limit the amount of 
imports. 

‘ou do not mean that, surely ? 

Mr. Perersen. I think that our Reciprocal Trade Act provides for 
investigations and findings that eventually or finally are reported to 
the President himself; and on the basis of current facts he is in a posi- 
tion to make a much wiser decision as to protecting not only our re- 
lations with foreign governments but also our producers or manufac- 
turers in this country than we would by some legislative formula that 
becomes pretty well inflexible. 

Mr. Srupson. Of course, that is by law. The escape-clause opera- 
tion is by law. It is with some degree of certainty that we approach 
relief for industry under the escape clause. But you are not recom- 
mending that; you are recommending the use of something not con- 
templated by the law, but a combination of an industry which agrees 
to limit the imports of a product from abroad. 

I now ask you, do you favor the extension of that to every item that 
is manufactured in the Unnted States, letting that industry itself 
determine how much shall come in from abroad ? 

Mr. Perersen. I do not think the industries themselves make any 
determination of what import quotas those industries have. 

Mr. Simpson. Then let me put it the other way. 

Do you favor industry’s being limited in its imports by voluntary 
agreements after being told by a group of Government people how 
much should be oe to come into the country ? 

Mr. Prrersen. I think that would be highly desirable if such a 
condition obtained. 

Mr. Suarson. Well, I prefer that Congress be the group that makes 
that determination, rather than a group of individuals. That is why 
I do not believe the voluntary agreement method would be practical 
at all for all the items that are produced. 

Mr. Perersen. Of course, the Reciprocal Trade Act does provide, as 
I mentioned in my statement, for mandatory controls if the President 
feels that that is necessary. 

Mr. Srmpson. But what we have here is the situation of Cabinet 
officials making a determination and an industry being asked to com- 
ply and agree not to import more than that set amount. 

Do you believe in that method ? 

Mr. Perersen. I think it is by far the best method. 

Mr. Sruupson. Do you believe in that method with respect to 
textiles ? 

Mr. Perersen. I am not familiar enough with the textile field to 
say. 
Mr. Smpson. On principle, would you believe in it? 

Mr. Perersen. Yes. I think that that has been quite successful in 
the textile field, from what little I know about it. 

Mr. Sumpson. In that case, of course, it was the Japanese that made 
the voluntary agreement. 

Mr. Perrersen. I think the Secretary of Commerce was very active 
in it. 
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Mr. Sumpson. I do, too. I think he directed them to do so. They 
do not boast about it, but I think that they imposed conditions upon 
the Japanese and suggested that they do it. 

But you believe in the voluntary method of controlling imports? 

Mr. Perersen. If it accomplishes the results that we want for our 
industry ; and I think in that case it has done so. 

Mr. Smoureson. With respect to plywood and cardboard, would you 
think so? | 

Mr. Perersen. I do not know, Mr. Congressman. 

Mr. Smrrson. Why would it be all right for textiles and not for 
plywood ? 

Mr. Perersen. I think it should be all right for every industry. I 
do not know. 

Mr. Srpson. Surely, I cannot believe that you mean that the Cabi- 
net should, in effect, make a declaration of how much plywood should 
come into the United States, and that the plywood manufacturers in 
the United States should get together and say, “Now, we are not goin 
to let any more come in. We are not going to buy any more of that.” 

That is what the oil people do. It would be practical, would it, for 
every item? 

r. Perersen. You say that it would not be possible for industry 
to do that? 

Mr. Srwpson. Practical. 

Mr. Perersen. Well, how would you suggest it be done? 

Mr. Suwrson. I would suggest it be done by the Congress doing 
just as we have partially done, by giving the Tariff Commission the 
authority to investigate and to determine how much should come in, 
under an act of Congress, and then giving Congress the right either 
. agree or to reject the finding of what the Tariff Commission had 

one. 

Mr. Perersen. Of course, as I understand our operation now, both 
the Tariff Commission and the Office of Defense actively participate 
in the findings of the import situation now. 

Mr. Stmpson. That is right, they do that; but there is nothing be- 
yond that point. They then tell the administration, and they appoint 
a committee, and then they invite the industry in and say, “Let’s 
agree not to import.” And that is what you aaitlestiet: do. 

Mr. Prrersen. We feel definitely that the present act with its 
method of operation is a very satisfactory act as far as our company 
has been able to observe, and it has the means of accomplishing all that 
needs to be done on the matter of restricting imports. 

Mr. Suurson. I know, but I would like to apply the principle every- 
where to see whether it has merit, or whether it is good only for you 
and your industry ; and if so, how they can justify that. 

Mr. Petersen. I cannot give you a detailed suggestion as to other 
industries, but I can tell you very definitely that from the oil in- 
dustry’s standpoint this act has been good and effective and the act has 
in it the means of becoming completely effective in the event that it is 
decided to do that. 

Mr. Srwpson. Thank you very much. 

The Cuamman. Mr. King will inquire, Mr. Petersen. 

Mr. Kitna. Mr. Petersen, with respect to the voluntary curtailment 
method that was employed in respect to oil imports, that was based, 
was it not, on the national security ? 
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Mr. Prerersen. How does the President act? 

Mr. Kine. No, was not the national security involved in the Cabi- 
net decision on the importation of oil products ! 

Mr. Perersen. That is right. The Office of Defense made a deter- 
mination that the imports of oil had reached the point where the 
national security was being affected, and they made a recommendation 
to the point that oil imports be restricted. 

Mr. Kine. And the Cabinet was not just a group of people. It was 
the Cabinet of the President of the United States, and the President 
also was involved in the recommendations for voluntary imports. 

Mr. Perersen. That is right. 

Mr. Kine. It was not just a group of laymen. 

Mr. Perersen. No. 

Mr. Kine. Is it not your opinion also, Mr. Petersen, that in unique 
matters of this kind, it would be vastly more satisfactory for volun- 
tary action to be taken than, as you stated yourself, to make it an in- 
flexible part of the law that might require 2 years to strike out after 
it was determined it should be struck out and which is just not the best 
way of dealing with associates or friends throughout the world. 

Mr. Perrersen. We think that very strongly. When we get a 
formula written into the law, it could take a Tong eriod of time to 
change it, and before that could take place, we could have created a 
great deal of difficulty and uriftriendliness with a nation or many 
nations with whom we are dealing. 

Mr. Kine. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire, Mr. Petersen. 

Mr. Mason. Mr. Petersen, you state that from the standpoint of 
the oil industry, this voluntary restriction of imports is working quite 
satisfactorily. Isthat not what you said ? 

Mr. Perersen. Yes. 

Mr. Mason. We have had other oilmen before us in the last week 
or so who stated just exactly the opposite to what you have stated. 
They claimed they represented the oil industry, just as you claim you 
represent the oil industry. When you have diametrically opposed 
opinions in different segments of the oil industry, what benefit is that 
tous? We have to weigh one against the other and say, “I think this 
fellow is right, or I think that fellow is right,” and then we act 
accordingly. 

That is the position we are in on this voluntary arrangement. 

That is all, Mr. Chairman. 

The CuarrMan. Mr. Baker will inquire, Mr. Petersen. 

Mr. Baxer. Mr. Petersen, was there a formal written document in- 
volved in this voluntary restrictive arrangement ? 

Mr. Peversen. I do not know of any. 

Mr. Baker. Was your company not a party toit? Is not Standard 
of California a party to this arrangement ? 

Mr. Perersen. We have been operating on a voluntary quota that 
has been given 

Mr. Baxer. My question was a very simple one. Was that in writ- 
ing or otherwise ? 

Mr. Prrersen. I am sorry, Mr. Congressman. I did not hear you. 

Mr. Baker. Was it in writing or was it an oral agreement? is what 
he is asking. 
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Mr. Perersen. It was by agreement. 

Mr. Baxer. I say, was it in writing? 

Mr. Perersen. Pardon me. No, it was not in writing. It was just 
a apes that we limit our imports to certain figures. 

ts Baxer. How many companies were parties to that oral agree- 
ment ! 

Mr. Perersen. Well, there was no agreement to do that. It wasa 
suggestion that imports be limited to this figure. 

Mr. Baxer. I understood you to say just a minute ago that there 
was an agreement, but that it was not in writing. Now, was there or 
was there not an agreement to limit voluntarily the imports abroad? 

Mr. Perersen. No. 

Mr. Baker. You are recommending, though, as I understood from 
Mr. Simpson’s interrogation, that the best method is to do this by 
voluntary agreements. Is that right? 

Mr. Perersen. By voluntarily accepting the recommendation that 
our imports be limited to a certain figure. 

Mr. Baxer. Then, Mr. Simpson was correct. when he said that you 
could prefer that some Cabinet officer determine what amount of oil 
could be imported and then suggest that to you, and you would say 
yes, that you would go along with it. Is that what it amounts to? 

Mr. Perersen. That was, of course, done not by a Cabinet officer. 
I do not know of any Cabinet officer making any recommendation 
like that. 

Mr. Baker. Well, who did make it? 

Mr. Petersen. The President recommended the policy. 

' Mr. Baxer. Of course, everything is done in the name of the Presi- 
dent; but certainly you know that he cannot, in the very nature of 
things, with the vast duties and responsibilities which any President 
has, do it himself. That has to be delegated to somebody, does it not? 

(There was no response.) 

Mr. Baxer. Is it not a generally accepted fact that the Secretary 
of Commerce is the man that suggested this voluntary arrangement, 
if you want to use that? 

Mr. Perersen. The Secretary of Commerce is Chairman of the 
Committee that—— 

Mr. Baxer. Now, Mr. Witness, I do not want to be unkind, but I 
think you are evading me, whether you mean to or not. 

Is it not true that a few days ago Secretary of Commerce Sinclair 
Weeks announced that apparently this voluntary arrangement was 
not working ? 

Mr. Perersen. That he said itis not working ? 

Mr. Baker. Is that not right? 

Mr. Perersen. I do not know of any statement to that effect. 

Mr. Baxer. You did not hear of it? 

Mr. Perersen. No. 

Mr. Baxer. Then, you would oppose putting into this bill a quota 
on the importation of petroleum ? 

Mr. Perersen. I did not hear you, sir. 

Mr. Baxer. Would you oppose putting into the law quotas on the 
importation of petroleum ? 

r. Perersen. Yes. 
Mr. Baxer. You would be opposed to it. 
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Well, is your company, the Standard of California, living up to 
this suggestion that the President made? 

Mr. Prerersen. Yes. 

Mr. Baxer. Do you know of any company that is not? 

Mr. Perersen. I have heard statements that 1 or 2, perhaps 3 com- 
panies, have not. 

Mr. Baxer. It has developed here in this committee room that there 
are three companies that are not living up to the suggestion. Is that 


right ? 

Mr. Perrersen. I do not know whether that is right or not, sir? 

Mr. Baxer. Well, why do younot know? Is that not of paramount 
importance to your rs 

{r. Perersen. It would be of interest, of course, to any company. 

Mr. Baxer. And you have made no effort to find out how many 
companies or what particular companies are not living up to it? 

Mr. Perersen. I think that we generally are informed pretty well 
of what imports all companies are making into the country today. 

Mr. Baxer. Do you favor section 7 of the National Defense Act 
and having it invoked to mandatorily impose quotas where the na- 
tional defense is involved ? 

Mr. Perersen. Yes, we understand that section 7—— 

Mr. Baxer. Are you in favor of that section 7 ¢ : 

Mr. Perersen. I certainly would be in favor of it if it was deter- 
mined that that was the only way that imports could be controlled to 
a point where they were not jeopardizing national defense. That is the 
purpose of it. 

Mr. Baxer. Is the reason that you do not state that there is an 
agreement to limit imports voluntarily, based upon the fact that it 
may violate the Sherman Antitrust Act? 

Mr. Prerersen. No. We have never been asked to enter into any 
agreements on that point. 

Mr. Baxer. That is certainly not answering my question. 

Mr. Prrersen. Well, if it did violate the Antitrust Act, we cer- 
tainly would not do it. I think that we have had quite a little experi- 
ence on that problem. 

Mr. Baxer. If it violated the Sherman Antitrust Act, such an 
agreement would be invalid. Of course, we agree on that, do we not? 

(There was no response. ) 

Mr. Baker. Surely you will agree to that, will you not, that if such 
an arrangement or agreement violated the Sherman Antitrust Act, 
you would not then be in favor of it ? 

Mr. Prrersen (after conferring with Mr. Jayne). I am not so sure 
I understood your question. 

Mr. Baxer. I will make it just as clear as I can. 

Is the reason that Standard of California and other companies do 
not go into an agreement to limit imports of oil voluntarily based 
i the fact that it would probably violate the Sherman Antitrust 

ct ? 

Mr. Perersen (after conferring with Mr. Jayne). I do not think 
that practically that is right at all, because we would not do anything 
that would violate the Antitrust Act. Furthermore, nothing has been 
proposed of that kind, anyway. 

Mr. Baxer. Is the gentleman by you your counsel ? 
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Mr. Perersen. Mr. Jayne is the gentleman with me. He is the vice 
president of our company, and he is the gentleman in our organiza- 
tion that has direct responsibility for fioopetic and handling the 
crude oil that our company requires. 

. Baxer. Will you tell us the names of the three companies that 
are not living up to this suggestion ? 

Mr. Perersen. I would not know that. 

Mr. Baxer. That is all. 

The Cuarrman. Are there any questions? 

Mr. Petersen, you say that your company operates in the production 
of crude oil both domestically and in foreign countries. You have 
production of crude oil within the United States and without the 
United States. That is true; is it not? 

Mr. Prerersen. Yes. 

The Cuatrman. Does the major percentage of your production oc- 
cur within the United States or without the United States? 

Mr. Perersen. We produced, as I indicated, about. 340,000 barrels of 
oil in the United States last year, We produced a little more than that 
in other countries, including the Western Hemisphere and the Eastern 
Hemisphere countries. 

I think a majority of it, Mr. Chairman, is produced outside of the 
United States. 

The Cuarmrman. That part of your oil which is produced outside the 
United States is refined outside the United States, is it, or within the 
United States? 

Mr. Perersen. There is a small part of it refined within the United 
States, something on the order of 60,000 or 70,000 barrels. 

The Cuatrman. Does your production outside the United States 
have access to markets outside the United States ? 

Mr. Petersen. Very much so. 

The Cuarrman. Most of your oil produced outside the United States 
is sold in foreign markets, is it, or in the United States ? 

Mr. Perersen. It is sold in foreign markets. 

The Cuarrman. Is that true of other oil companies producing out- 
side the United States? Do you know? 

Mr. Perersen. I think it varies, Mr. Chairman. There are some 
companies that put practically all their foreign-produced oil in foreign 
countries. There are a few, I think, that are not in that position. 

The Cuarrman. Mr. Petersen, the argument has been made to the 
committee by others interested in domestic production of oil that this 
voluntary quota system worked out by the administration, and to 
which most of the oil companies are agreeing, although some few are 
not, is not sufficient to prevent excessive amounts of imports into the 
United States, to the detriment of producing areas within the United 
States. 

You have said, I believe, that if that should be the case, if that is 
the fact, you would have no objection to the imposition of quotas under 
section 7 of the act of 1955, if it is determined that those imports are 
detrimental to our national security. Yousaid that? 

Mr. Perersen. Yes. 

The Cuarrman. In other words, you prefer that the action with 
respect to the quota matter for oil imports be taken under existing law, 
rather than to have a statutory provision written into the law? 
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Mr. Petersen. I think it is very much more desirable to use our 
resent laws than to try to write new laws and fix quotas in those new 
aws. 

The Carman. I am very much interested in your reasoning on 
that point. 

You suggested that, if we write it into the law, it might be more 
difficult to bring about a change with respect to the situation. 

Mr. Perersen. That is right. 

The Cuarman. Is it your thought that this matter of importation 
of oil is something that is temporary or transitory; that it may be a 
problem today, but it will not be a problem next year or the year 
after? Isthat your thought? 

Mr. Perersen. Very much so. We have in the history of the past 
year a good example of that. A year ago today, we were exporting 
oil from this country and importing hardly any at all, because there 
was none that we could get. We needed the oil to supply Europe, 
and T think the oil industry did a magnificent job in doing that. 

I think that the reserves of this country, which I am sure that you, 
coming from an oil State, are very ccf interested in, are compar- 
atively limited. I think that here in the United States we are pro- 
ducing the oil reserves we have in this country at the highest rate 
that oil reserves are being produced any place in the world. I think 
it is inevitable that this great source of energy is going to be ex- 
hausted at some point in the future to the point that we will not 
be self-sufficient in supplying this country, aise I think, if we destroy 
the ease and the flexibility of being able to bring additional amounts 
of oil that are needed into this country, we are going to do the country 
an irreparable damage. I think that, once we start writing quotas 
into our laws, we are well on the road to that point. 

The CHarrman. Is there any possibility that a fixed quota might 
actually turn out to be detrimental to our national security ? 

Mr. Perersen. I think so. 

The CuarrMan. In what way, Mr. Petersen ? 

Mr. Prrersen. If we had a fixed quota, first, the determination of 
the quota itself becomes something at which the Congress would have 
a great deal of difficulty in arriving; and, secondly, if it was so 
small that it would not permit the access of oil from other parts of the 
world to this country, 1t could not help but result in directing that 
oil to other markets that were more secure. 

Any oil-producing countries, such as some of our neighbors here 
to the south in the Western Hemisphere or some of our friends in 
other parts of the world, certainly are going to look for some markets 
for their oil. If they are barred from this country because of a low 

uota, we are going to engender unfriendly feelings on the part of 
those nations toward this country; we are going to create a greater 
interest on the part of the people producing the oil to find permanent 
markets in some other places. If the quotas are written to the point 
that they were too high, in these laws that you speak of, they could, 
of course, result in damage to our oil industry, because we do import. 
an excessive amount of oil. 

I think that what we have is a flexible and satisfactory system. If 
we try to write legislation to cover it, we will be borrowing trouble for 
ourselves within our own industry here and going a long way toward 
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creating an extremely unfriendly attitude, which you can already see 
beginning to exist among some of our neighbors very close to us. 

The CHarmman. In the event that the voluntary system of quotas 
does not succeed, do you anticipate that action would be taken under 
section 7 of the act of 1955, Mr. Petersen ? 

Mr. Perersen. I would hope so. If we arrive at the point where 
it is felt that imports are continuing to come into the country or are 
coming into the country in amounts that do endanger our national 
welfare, I would feel that that mandatory provision would be in- 
voked, and I would think that it would be a very advisable thing 
to do. 

The Cuarrman. Are there any further questions? 

Mr. Curtis will inquire, Mr. Petersen. 

Mr. Curtis. Mr. Petersen, this is a question I have been intending 
to ask for some time of various witnesses. I think perhaps you 
would be able to help me as well as any. You state that you believe 
that the present program is a good illustration of the flexibility and 
practicability in the existing Trade Agreements Act, and then refer 
to the fact that you can go about settng up this voluntary agreement. 
Then you say: 

The President was able to institute this program promptly under his powers 
to take measures in support of the national defense. 

The question I have is: Just where in the legislation, in the law 
now, are the powers of the President found to set up these voluntary 
agreements? Where is that spelled out, either in the Trade Agree- 
ments Act or anywhere else ? 

Mr. Perersen. I am not so sure that I can define that accurately 
enough to satisfy you. 

Mr. Curtis. The reason I raise it, of course, is that we did the same 
thing with textiles, in a voluntary setup there, except that it was 
with the Japanese. But as far as this voluntary arrangements is 
concerned, it would have to toll the antitrust laws, would it not, in 
order to exist ? 

Mr. Perrersen. The whole purpose of the reciprocal trade agree- 
sreneta is based on the matter of trading with nations and encouraging 
trade. 

Mr. Curtis. Yes, but we are dealing with specific things like power, 
and there is specific legislation to deal with it. Now you are saying 
that the Trade Agreements Act has the proper flexibility, and you 
illustrate as a good example of it, in your opinion, the fact that you 
have been able to work out this voluntary agreement in regard to oil 
imports. 

am raising the question of where in the law that is found, that 
that flexibility exists, or is that something that has just been assumed ? 
Then, I raise the further question that it does seem to me that the 
antitrust laws and, possibly, other regulatory laws would have to be 
tolled or waiver in order to set these matters up. 

Mr. Perersen. I think our law provides that in working out these 
agreements the President, himself, sets up the quotas. 

Mr. Curtis. But the President cannot act without legislation from 
Congress. This has concerned me for some time, this business of 
voluntary agreements. We have a lot of legislation on the books that 
has to do with voluntary agreements between groups and industry. 
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Mr. Perersen. There is no agreement as between groups and the 
industry. We have not agreed, nor has anybody, to my knowledge, 
agreed with anybody else. 

Mr. Curtis. If the executive department were not in this particular 
thing, and unless there were some guaranties given by the Depart- 
ment of Justice that you all would not be prosecuted for violation of 
some possible laws, such as the antitrust laws, do you think that this 
agreement could be set up ? 

Mr. Perrersen. An agreement that was between a group of 
companies ¢ 

Mr. Curtis. Yes. 

Mr. Perersen. No. 

Mr. Curtis. No; I do not, either. 

The thing that I am interested in is, you say that the legislation, 
where Congress has delegated authority to the Executive in the Trade 
Agreements Act, is flexible because it permits a voluntary agreement 
such as has been made in the oil industry. I am raising the question: 
Where did Congress ever grant such power to the Executive to waive 
antitrust laws and other things so that such agreements could be 
entered into? Maybe we should do it, but I am unaware that we have 
done it. That is the point. 

Mr. Perersen. I think, on the point that you have in your mind, 
as to an agreement between companies to assign to themselves arbi- 
trarily some quota, there is no agreement like that, and could not be. 

Mr. Curtis. Then what is this voluntary agreement, if it is not an 
agreement ? 

Mr. Petersen. There is a determination of quotas. 

Mr. Curtis. Well, the President has done it, or under the authority 
of the Executive this has been done. What I want to know is, under 
what authority, by what law, did he do this? And, if he did not, 
maybe we need some amendment so that this can be made legal. 

Mr. Perersen. The quotas, of course, are an inherent part of the 
agreements within the act itself. Those quotas are determined by the 
President and his advisory groups. 

Mr. Curtis. Under what law? That is what I am trying to find 
out. Is that under the national-security amendment? 

Mr. Perersen. Well, the act gives the President just that authority ; 
to act to reduce the quotas that cover these products. 

Mr. Curtis. That was my basic question ; whether you felt that that 
is where this authority was derived from, from the national-security 
amendment. 

Mr. Perersen. That is part of the act. 

Mr. Curtis. Yes; I know it is. But I say: Is that the authority 
that you feel the President has utilized to do what he has done? 
Is it under that provision ? 

Mr. Perersen. And I think he is doing it very well. 

Mr. Curtis. That was not my question. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. King. 

Mr. Kina. I am becoming a little bit bewildered here. 

I think, Mr. Petersen, you have stated previously that there were 
no agreements. 
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Mr. Perersen. No. 

Mr. Kine. Findings were arrived at by the Cabinet Committee. 

Mr. Perersen. That is right. 

Mr. Kine. And the President merely suggested that there be a vol- 
untary curtailment of imports. 

Mr. Perersen. That is right. 

Mr. Kine. Voluntary curtailments are not an unusual thing, either 
in or out of the country, are they ? 

Mr. Perersen. No. 

Mr. Kina. In California, we have had a long, long history of cur- 
tailment programs with respect to petroleum. 

Mr. Perersen. That is all that we have in California. 

Mr. Kine. A lot of them do not agree with you, too; is that not 
true, Mr. Petersen? It has never been unanimously supported by the 
industry ? 

Mr. Perersen. No. 

Mr. Kine. There have always been recalcitrants that just do not 
go along with that sort of thing. 

Mr. Perersen. That is right. 

Mr. Kine. That is right. 

Mr. Kine. So this is not an unusual thing, for the President to sug- 
gest some voluntary conduct on the part of your industry or any other 
industry ¢ 

Mr. Perersen. It is a very usual and good thing. 

Mr. Kina. It does not stem from the law, necessarily? The Presi- 
dent is not bound to keep the opinions he might have close to himself 
because of violations of this or that antitrust provision ¢ 

Mr. Perersen. No. 

Mr. Kina. It is just a suggestion that the industry do something 
voluntarily. 

Mr. Perersen. That is right. 

Mr. Kine. Perhaps to avoid the necessity of having it fixed into 
the law. 

Mr. Perersen. I think that is very true. 

Mr. Kine. That is all, Mr. Chairman. 

The Cuatmrman. Mr. Petersen, we thank you, sir, for coming to the 
committee and giving us the benefit of your views. 

(The following letter was subsequently received by the committee :) 

STANDARD OIL COMPANY OF CALIFORNIA, 


San Francisco, Calif., March 12, 1958. 
Mr. Leo H. Irwin, 


Clerk of the Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Irwin: I have received a copy of the preliminary transcript of the 
remarks which I made before the House Ways and Means Committee on March 
6, 1958, regarding the extension of the Trade Agreements Act. I understand 
that you have indicated that I may supplement the statement and I should like 
to avail myself of this privilege so that there can be no confusion regarding my 
views. 

In connection with my discussion with Mr. Simpson (transcript, p. 2028) 
whether there would be any difference in the viewpoint of a foreign nation if 
restrictions on imports were accomplished by a “voluntary” method or by legis- 
lation, I should point out, as my opening remarks indicated, that the method 
contemplated by the Trade Agreements Act has considerably more flexibility 
than enactment of either a flat quantitative limit or a formula which could 
be changed only by further congressional action. As the Senate report recom- 
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mending the adoption of section 7 of the Trade Agreements Act points out 
(84 Cong., Ist sess. (April 28, 1955) S. Rept. 232), the authority granted to the 
President under this provision is a continuing one and that action taken under 
it may be modified, suspended or terminated in the light of the changed cir- 
cumstances. The flexibility in and of itself is reassuring to our foreign allies. 
They could not but be dismayed and alarmed by the establishment of a rigid 
import formula. It would undoubtedly be taken as a revision by the United 
States to the philosophy of protectionism of an earlier day. 

During the course of my questioning there was considerable discussion of 
“agreements” for the voluntary limitation of imports. It would be wrong if any 
impression were created from the form of the questions that I am of the view 
that any industry, including the petroleum industry, should be permitted 
to combine for the purpose of deciding the level of imports. Certainly my com- 
pany, in independently concluding that it would comply with the President’s 
request, did not do so pursuant to any agreement with other importers. I am 
sure that my statement and my responses to Mr. Baker’s questions (transcript, 
p. 2037) make that clear, but the point is worth emphasizing. 

That the President has the power under section 7 of the Trade Agreements 
Act to adjust the level of imports is beyond doubt. As Mr. Baker rightly sug- 
gested (transcript, p. 2038) the initial obligation to advise the President of any 
threatened impairment of national security through excessive imports is dele- 
gated to the Director of ODM. The President’s action in requesting volun- 
tary compliance of individual companies was taken after the Director had ad- 
vised him, pursuant to the act, that crude-oil imports were threatening to im- 
pair the national security. The President caused an investigation to be made 
of the facts (as the statute provides) through his special Cabinet Committee. 
This Committee concurred in this finding and recommended that the act be 
invoked to establish mandatory controls if the importing companies did not 
voluntarily comply with the limitations established by the Committee. When 
the President, with the aid of his Cabinet and other executives specifically au- 
thorized by law, make a determination that the national security is threatened 
and “request” compliance with import limitations (which he can unquestion- 
ably compel), it is unrealistic to say that an individual company which accedes 
to his request (however much it may disagree) has “agreed,” in any sense which 
makes it appropriate to refer to the antitrust law.? If a police officer tells you 
to slow down and you do (even if you were not speeding), it can hardly be said 
that your decision to do so is conspiratorial or pursuant to any agreement either 
with the officer or with other motorists. 

During my examination some questions arose as to the source of the Presi- 
dent’s authority. After looking into the matter a little more closely, it seems 
to me that the procedure adopted by the President is exactly that contem- 
plated when section 7 was enacted in 1955. The section itself says that upon 
a determination of a threat to national security, the President is authorized 
to take such action “as he deems necessary.” This would not seem to limit 
him to invoking a mandatory quota system but to invite any other reasonable 
and effective solution. 

Furthermore it will be recalled that section 7 was not cotnained in the orig- 
inal bill (H. R. 1) introduced in 1955 to extend the Trade Agreements Act. It 
was offered as an amendment by the Senate Finance Committee as an alterna- 
tive to other amendments which purportedly would have dealt specifically with 
oil and other commodities (84th Cong., 1st sess. (April 28, 1955), S. Rept. 232). 

The Senate committee’s report specifically refers to and quotes from that part 
of the report of the President’s Advisory Committee on Energy Supplies and 
Resources Policy, dealing with crude oil and residual fuel oil imports. The 
President’s Committee, as the Senate report indicates, had concluded : 

“* * * that in the interest of national defense imports should be kept in the 
balance recommended above. It is highly desirable that this be done by volun- 
tary, individual action of those who are importing or those who become importers 
of crude or residual oil. The Committee believes that every effort should be 
made and will be made to avoid the necessity of governmental intervention” 
(p. 2104). 


1At pp. 2040-2041 of the transcript, no response is indicated by me to Mr. Baker’s 
question that “If it (an agreement) violated the Sherman Antitrust Act such an agree- 
ment would be invalid.’”’ The question, of course, answered itself, but as indicated above, 
I should wish it to be noted again that there neither is nor has been any agreement by my 
company with any other company to limit imports. 


24093—58—pt. 1——-79 
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Thus, the President’s action in the present situation seems clearly to have 
been envisaged and, indeed, encouraged by the Senate committee’s report which 
recommended the adoption of the new section. With minor clarifying language, 
the House and Senate agreed upon the language which ultimately became sec- 
tion 7 of the law (84th Cong., Ist sess. (June 9, 1955), Conference Report 745). 
I would thus find it hard to understand the basis for any present challenge to 
the President’s authority, even though my company might disagree as to the 
particular limitations which have been established. 

I shall appreciate the incorporation of this letter in the record after my 
testimony. 

Sincerely, 
T. S. PETERSEN. 

The Crarrman. The Chair observes that Senator Yarborough is 
now in the committee room. 

Senator, please come forward. 

Mr. Ikard is recognized. i 

Mr. Ixarp. Mr. Chairman, it is my pleasure to introduce the dis- 
tinguished Senator from Texas. Senator Yarborough is one of our 
truly distinguished and outstanding citizens, and a very able lawyer. 
I commend “close attention to what he has to say to the committee. 


The Cuarrman. Senator Yarborough, you are recognized. 


STATEMENT OF HON. RALPH W. YARBOROUGH, UNITED STATES 
SENATOR FROM THE STATE OF TEXAS 


Senator Yarsoroucu. Mr. Chairman and members of this distin- 
guished committee, which in my opinion has more power over the 
economy of the United States than any other committee of the Con- 
gress, I appreciate the generous words from my distinguished col- 
league from Wichita Falls, who was an able trial lawyer and a dis- 
tinguished judge before he came to the Congress. 

I have come for the purpose of asking the priv ilege of calling the 
attention of this able committee to a tax proposal, in the hope that 
the body through which it would first have to pass might look with 
favor on it. I “would like to pass to the members of the committee 
copies of this tax proposal. It is S. 3363, an import tax proposal. 

The Cuarrman. Senator, would you like to have a copy o of it con- 
tained in the record ? 

Senator YarsoroueH. Yes. I offer that for the record. 

The Cuatrman. Without objection, it will be made a part of the 
record at this point. 

(The copy of S. 3363 is as follows :) 


{S. 33638, 85th Cong., 2d sess. ] 


A BILL To amend the Internal Revenue Code of 1954 so as to increase the import taxes 
on petroleum and petroleum products 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 4521 of the Internal 
Revenue Code of 1954 (relating to import tax on petroleum products) is 
amended— 

(1) by striking out “one-half cent per gallon” in paragraph (1) (tax 
on crude petroleum, etc.) and inserting ‘‘2 cents per gallon”; 

(2) by striking out “2% cents per gallon” in paragraph (2) (tax on 
gasoline or other motor fuel) and inserting “3 cents per gallon”; and 

(3) by striking out “4 cents per gallon” in paragraph (3) (tax on lubri- 
eating oil) and inserting “5 cents per gallon”. 

Sec. 2. The amendments made by this Act shall apply to articles entered, 
or withdrawn from warehouse, for consumption on or after the first day of 
the first month which begins after the date of the enactment of this Act. 
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Senator Yarsorovuen. Mr. Chairman, this proposal is simple in 
terms. It merely amends the Internal Revenue Code of 1954—or 
would do so if introduced to the House and adopted by the Con- 

so as to increase the import taxes on petroleum and petroleum 
products, by raising the tax on crude oil from one-half cent a gallon 
to 2 cents a gallon; on all gasoline and other motor fuel from 244 
cents a gallon to 3 cents a gallon; and on lubricating oil from 4 cents 
a gallon to 5 cents a gallon. 
he foreign oil that is imported into this country in such floods, 
as I think has previously been testified to before this committee and 
certainly will be before the hearing is over, can be laid down at the 
ports in America for more than a dollar a barrel cheaper than 
American crude can be produced. This tax on crude oil, on crude 
petroleum, of 2 cents a gallon, would be a tax of 84 cents a barrel. 
It would not stop the importation of foreign oil, but it is a measure 
of justice to the American taxpayers who maintain far-flung fleets 
and navies to protect the oil holdings of American companies abroad, 
most of whom pay little tax on their income from their foreign 
operations. 

This 84 cents a barrel, at the rate of imports in 1956 of 337 million 
barrels of crude for 1956, would raise over one-fourth million dollars 
a year. There is a great differential because of the cheap cost of 
foreign labor, in this foreign product. me for the Royal Dutch 
Shell, these are all American companies, I believe, that are bringing 
this oil in. Certainly it is a small price for them to pay for the 
protection of the flag, for the privileges of doing business. 

Mr. Chairman and members of the committee, I do not offer this 
as an overall solution of the ills of the oil industry. Our domestic 
oil economy is sagging, and dire consequences are resulting in the 
great oil producing areas of the Midwest and of the Southwest. I am 
personally of the opinion that further action should be taken, that 
this tax measure is a measure of justice, but that further action 
should be taken. 

Of course, the President’s voluntary program has broken down. 
It just simply does not work, because all it amounts to is the Presi- 
dent’s asking certain companies, “Now, you bring in a certain per- 
centage of the oil that you were bringing in in some former years.” 
It has broken down because during the 6144 months of 1957 that the 
President’s request was in operation, oil imports went up nearly 10 
percent, 9.9 percent more than the comparable 614 months of the 
preceding year. 

The volume of oil imports is going up, and the shutdown of oil 
wells in Texas, Kansas, Oklahoma, Louisiana, and other areas in the 
Midwest and Southwest is going on. There are fewer wells being 
drilled, and there is less oil being produced in my State. We have the 
strictest quota restrictions in the United States. Wells do not pro- 
duce their capacity. Wells that could produce 1,000, 2,000, or 3,000 
barrels a day, under our voluntary restrictions produce only 20 to 30 
barrels a day. Yet with that low production of 20 to 30 barrels a 
day in Texas, our wells all over the State of Texas are permitted 
to produce only 89 barrels a day, simply because there is no market 
for the oil. 

There are 8,400 oil wells in Texas that have no connection to any 
type of pipeline. The integrated companies, the producers, the im- 
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porters that own the pipelines just will not tie in, because they do not 
want the oil. There are 8,400 wells in this Nation idle, because of 
which every level of our national life—local, city, county, State, and 
the Federal Government—is losing vast tax revenues because of this 
inability to produce, because of the large quantities of imports of for- 
eign oil that are being brought into this countr 2 

The drilling rigs are idle. That has cut down the market for 
American steel. The oil industry has been a big consumer of the 
»roducts of steel. We have more unemployment in the steel mills of 

‘exas than probably any other segment of our industrial economy 
other than oil. Of course, the steel mills in Texas produce a small 
fragment of the steel needed for the oil industry there and in the 
entire Southwest. 

This creaking recession has become a galloping depression in the 
oil areas. There are 277 rigs that have quit running, that drill the 
wells, in a few months in Texas. Each rig uses a minimum of 22 to 28 
skilled workers. They are off the payrolls. They are walking the 
streets, looking for work. 

I have letters from small merchants who say, “We cannot sell our 
goods any more. We are going broke because of these oil wells. We 
are not in the oil business, but can’t something be done about it?” 

The flood of oil imports is submerging the oil ec onomy of those 
producing States that are really producers of raw materials rather 
than manufacturers of the manufactured product. 

I think this tax measure is a good measure. As I say, it will not 
unduly burden the importers of oil. It will help some. It will be 
some act of justice to the domestic producer who is paying money 
to help support his Government. 

The Cuatrman. Does that conclude your statement, Senator? 

Senator Yarsorover. That concludes my statement. 

The Cuarrman. Are there any questions ? 

Mr. Reed. 

Mr. Reep. I want to congratulate you, sir, on a very fine statement. 
I was very much interested in the statement you made with regard 
to steel. This problem not only affects the steel industry adversely 
in Texas, but it does also affect it throughout the countr Ys does it not? 

Senator Yarsorouen. Thank you, Mr. Reed. Y es, sir, it does. 

It reaches every facet of our economy, including the salesmen. 
They are neither producers of steel nor of oil, but they sell the prod- 
ucts for the steel companies, to the drilling companies, the drilling 
contractors, and to the oil companies. They are thrown out of work 
for the first time in their lives. 

I know a man who is an oil and gas lease broker, has been for 50 
years, and his son has been for 30. years, since he graduated from 
college. He is looking for work. There is no more leasing going on. 

I know another man whose father was an oil well drilling con- 
tractor. He went to college and took journalism 2 or 3 years and 
went back to drilling oil wells with his father in western Texas. 
That work is ended. His father is an old man. It has been their 
livelihood all their lives. That son has had to go back to what was 
a hobby in college and become a public relations man for a rural 
REA co-op there. 

It shows how every facet of the economy is affected. 
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There is quite a bit of plastics that goes into the production of oil 
now. Those who manufacture plastics, too, are beginning to be 
affected. It is reaching out, although its hits the producing areas 
first. 

I have had reports from Texas of great lots in the western part 
of the State, out in the open area, where they park drilling rigs, that 
drilling rigs are being repossessed because thee cannot get contracts. 
The trucks that haul this oil, as well as the field equipment, are being 
repossessed, too, because they cannot use the trucks. They are losing 
them when they are half paid up. 

This recession is going to creep into the mills. It has already crept 
into the smaller steel mills in Texas, and they are having the most 
tremendous layoffs known in their history. It will creep into every 
steel mill in the country if something is not done to protect this 
domestic industry that is such a great consumer of steel products. 

Mr. Reep. Senator, I am concerned with the stripper wells of this 
country. I live in New York, and in one of my counties there are 
stripper wells. Some of them produce with the secondary operation, 

‘rhaps a barrel a day. This means a great deal to the people there. 
With these imports coming in, sooner or later it is going to close those 
wells. One result of this will be, of course, that thousands and 
thousands of barrels of oil will be lost forever. 

Senator Yarnoroucu. Yes, sir. 

Mr. Reep. So the imports are hitting people all over this country, 
as far as that is concerned. 

Senator Yarsoroucu. The distinguished Member of Congress is 
eminently correct, because the stripper well operates on our present 
domestic price pattern. Unless there is some curb to this flood of 
foreign oil, it is going to break the American market. When you 
break the American market, the only well that can compete with the 
well in Venezuela or Saudi Arabia would be a big well in production 
in America. The stripper wells, with their 1 to 4 barrels a day, can- 
not compete with that flood of oil at the prices at which it can be 
put down at dockside in the United States. They will be the first to 
go. It will break the strippers. And you find those in all of the old 
oil fields of the country. 

Many people have their investments in that activity. That is a 
slow but stable type of investment. It is not for the plunger, the 
gambler, who will go out and risk drilling a new well. Most of that 
consists of old investments of people living on what was laid by for 
them by their fathers or their husbands in their more productive days. 

Mr. Reep. And once that type of well is closed, it is closed forever. 

Senator Yarsorouen. Yes, sir; unless oil becomes so dear in the 
event of an atomic war that cost is no consideration and the Govern- 
ment is called on to put billions in there to clean those wells out and 
then pump some kind of material in there to try to extract the oil. 
But economically, for what the oil is worth, once they are closed, they 
are gone forever. That oil is lost forever. It will not pay for itself 
except on a national emergency basis, where the Congress is called 
Seas produce money without stint because we have got to have it so 

adly. 

Mr. Reep. I do not know how much potential stripper oil there may 
be in this country. I do not know just how many stripper wells there 
are,asa whole. Perhaps you can inform us. 
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Senator Yarsorouenu. I do not have thut breakdown. It is avail- 
able, sir, but I do not have those tables with me. The tables on oil 
production are rather voluminous. 

Mr. Reep. Thank you very much, Senator, for a very fine statement. 

Senator Yarsoroucu. I would like to offer in the record an 
amendment to the proposal that I suggested for the tariff; that is, to 
increase the tariff in oil. It is to exempt any country that has a con- 
tiguous land boundary with the United States from this increase in 
tariff. 

The reason is patently because of Canada and Mexico. It is pos- 
sible to build an oil pipeline from Canada and Mexico—right now, 
Mexico would not be exporting any oil, but Canada is exporting oil 
to this country—and thereby tie into our pipeline system. That would 
be vital, I think, to the national defense, because if we did get into a 
shooting war and the Russian 500 snorkel-type submarines did cut off 
our oil tankers from overseas, it would be possible to supplement our 
oil supplies with that from Canadian fields. And I do not believe 
that the Canadian productivity is such as would wreck the American 
production, because on a comparative table basis, from the figures 
which I have here of the production of Canada, the Middle East, and 
Venezuela as compared to the United States, the daily production 
in November 1957, from the United States was 6,822,000 barrels; 
Venezuela, 2,562,000 barrels a day; the Middle East 3,704,000 barrels; 
and Canada, 428,000 barrels. Sothe Canadian production is less than 
a sixth of the Venezuelan product and far less than 6 percent of our 
own. Since the countries with contiguous land boundaries have a 
peculiar position in our overall defense pattern of the future, I do 
want to suggest an amendment to this proposal. 

The Cuarmman. Without objection, Senator, you may include in the 
record a copy of that amendment, if you desire. 

Senator YarsoroucH. Yes. 


{S. 3368, 85th Cong., 2d sess.] 


AMENDMENT intended to be proposed by Mr. YARBOROUGH to the bill (S. 3363) to amend 
the Internal Revenue Code of 1954 so as to increase the import taxes on petroleum and 
petroleum products, viz: At the end of the bill, add the following 


Sec. 3. The amendments made by this Act shall not apply to (1) crude pe- 
troleum imported into the United States from any country having a contiguous 
land boundary with the United States which is produced from wells located 
in any country having a contiguous land boundary with the United States, or 
(2) fuel oil, gas oil, and other liquid derivatives of crude petroleum, gasoline 
or other motor fuel, or lubricating oil, imported into the United States from 
any country having a contiguous land boundary with the United States which 
is derived from crude petroleum produced from wells located in any country 
having a contiguous land boundary with the United States, and which is refined 
in any country having a contiguous land boundary with the United States. 


Senator Yarsoroucu. I would suggest that the President’s so-called 
voluntary plan applies only to crude oil. I believe that under the 
1955 act, the President has the power to put in mandatory controls 
instead of asking the producers to reduce voluntarily. But it does 
apply to crude oil. If you put mandatory controls on the imports of 
crude oil and have no controls on the imports of products, we would 
be in an even worse situation. They would bring in those products 
and knock the American refinery workers out of jobs, too. 
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So I regard the President’s plan as inadequate, because it applies 
only to crude oil. The proof of the pudding is again in the eating. 
In the 6% months that this so-called voluntary plan was in operation, 
imports went up 9.9 percent, or nearly 10 percent, over the preceding 
year. 

, The Cuarrman. Under section 7 of the act of 1955, though, Sena- 
tor, I think it is clear that the President could impose quotas not only 
on crude oil, but on refined products. 

Senator YarsoroueH. Yes, but he hasn’t done that yet. 

The Cuatrman. I know. 

Senator YarsoroucuH. Thank you for pointing that out. 

The Cuatrman. Mr. Ikard will inquire, Senator. 

Mr. Ikarp. You point up very vividly the impact of the import 
situation on the economy of our State and the other producing States. 
I wondered if you would care to comment on what the impact has 
been on the revenues of our State and with respect to our schools and 
what the possible impact will be if the imports continue to increase? 

I would be very glad to have your observations on that. 

Senator Yarsoroucu. I will be glad to, Mr. Ikard. I have limited 
my statement to the whole national scene and how it is affecting our 
national economy. 

Of course in our State it means disaster. During the 7-year 
drought, in the ranching counties of Texas and in most of the farm 
counties their economy was sustained by oil and gas leases, not pro- 
duction, because the area in these oil fields is relatively small. But 
the continual exploration that went on over a third of my State was 
under lease every year of oil and gas leases. Not the same lands, of 
course. 

Some are dropped one year. They would take a 10-year lease and 
explore and ae exploring. The quest for oil was a never-ending 
thing until the flood of foreign imports stopped it. 

During this drought, many farmers and ranchers would get their 
rentals from their oil and gas leases and that rental kept them. going. 
They were able to hang on to their ranches or to the farms. 

Now, that rains have come again, they can start farming or ranch- 


ing. 

f. the impact that would run some hundred million dollars in 
State revenues in 1 year. 

I would like to file at this time a statement that I referred to, 
showing the crude oil production in thousands of barrels daily, 1953, 
1954, and 1957 in the United States, Canada, Venezuela, and the 
Middle East, showing our production went up in a 4-year period 
about 5%, percent while in Venezuela it was going up 42 percent and 
in the Middle East 55 percent. 

The CuHamman. Without objection that material will also be in- 
cluded in the record. 

(The document referred to follows :) 


{From: Ernest O. Thompson, Texas Railroad Commissioner, Friday, February 12, 1958] 
COMPARISON OF DOMESTIC AND FOREIGN PRODUCTION 


The contrast between conditions in the domestic industry and in foreign pro- 
ducing areas which supply the major part of the crude oil brought into the 
United States is quite significant. Despite the much larger number of producing 
wells, crude-oil production in Texas is now at a lower level than in 1953, 5 years 
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ago, and for the United States as a whole, crude oil production is up only 5.6 
percent above 1953. Meanwhile, production in foreign areas has increased quite 
substantially as shown by the following tabulation : 





Crude oil production, thousand barrels 


Change, 1953 to November 
daily 57 


1957 

















1953 1954 November Thousand Percent 
1957 barrels daily 

| 

Area: | 
ik i cial 2, 792 2, 669 2, 722 —70 —2.5 
Other States__. 3, 666 3, 673 | 4, 100 +434 +11.8 
United States. .........-- 6, 458 6, 342 6, 822 | +364 +5.6 
eis... 2... occa 222 263 | 428 | +206 | +92.8 
Venezuela _- halite 1, 745 1,895 | 2, 562 | +817 | +46. 8 
Middle East-- 2, 431 2 749 | 3, 704 | +1, 273 | +52. 4 


Source.—U. 8. figures from Bureau of Mines. ener figures from World Oil. 


Texas allowable 


Barrels daily 


clini bghesndtttin enna enatipciantetmninincnerannntagnanininegritins 3, T71, 162 


i enone 2, 999, 660 
Secrets eee See ene eed oo Se ea ee ee Ee needs 771, 502 
Reduction for March 195 58 cs aaa ack hia ths 5 ig Sees bid iad pois ate ha 513, 814 

ses lenin *1, 285, 316 


1 Barrels daily cut in Texas oil allowable production since we were called upon for 
more crude for the Suez crisis. Thus it will be seen that Texas has reduced her oil 
allowable by more than the total crude oil imports into the United States. Surely this 
can mean nothing less than the fact that Texas oil production is being supplanted by 
imported crude in the market place. 


The Cuarrman. Mr. Simpson will inquire. 

Mr. Srueson. I like your direct approach, Senator. Apparently 
you are not disturbed about the fact that this proposal would violate 
a lot of international agreements we have entered into through the 
reciprocal trade programs. 

Senator Yarsoroueu. Well, sir, if a man has got you down on your 
back with a knife at your throat reaching for your juglar vein, you try 
to get him off. You don’t want to see if you have got an agreement 
that you won’t use or not. 

That is the shape the oil economy is in in this country. What I 
have said is not in hostility to any country. My statement is not in 
hostitlity to any country. I went to school 1 year in Europe when I 
was young and I served overseas on 2 continents in the World War. 

I am trying to save our domestic economy. How can we be the 
arsenal of democracy if this thing keeps on with nearly 6 million un- 
employed now and this recession blowing into a depression. We have 
got to have a strong economy to be the arsenal of democracy. 

Mr. Srurson. What you are saying in effect is that where we have a 
bad bargain under these international agreements we have got to get 
out of it the best way possible, is that right ? 

Senator Yarsorouen. I don’t know of any treaty that this country 
has got to let these oil imports keep increasing every year. ‘They went 
up in 1956. 

Mr. Stmpson. I understand that to be talking about these agree- 
ments of the Department of State? The ete of State has 
made a lot of agreements through the executive branch of Government. 
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Weare told that anything we do to violate these agreements may make 
enemies of people who otherwise would be our friends. That doesn’t 
disturb you too much. 

Senator YarroroueH. No, sir. What difference does it make if 
we perish? How can our friends help us then? We have got to 
have a sound economy at home. We will help those friends. This 
isn’t in hostility to them. 

I think this is a specious argument. That reminds me of the fact 
that certain departments of this Government sent agents over to Saudi 
Arabia to tell them now, you quit charging that royalty to the Arabian 
American Oil Co. and char ge them a tax instead. And they changed 
that from a royalty toa tax. And those companies could charge that 
back against the American income tax. And are getting by practically 
tax- icon i in this country. I just say who are they representing ? 

Mr. Stmpson. What we are doing now with your bill is imposing a 
tax which you expect to have the effect of curtailing imports into the 
country. 

Senator Yarsoroven. No, sir. I think it will help some, but if 
this tax alone is imposed and you don’t have some kind of controls 
too, that won’t stop the flood of oil. But this is a measure of justice in 
addition. 

Now, even with the quotas, we are going to have a lot of oil imported 
in the count ry. I am not proposing that oil imports be stopped, sir. 

Mr. Srmpson. I said curtailed. 

Senator Yarsoroven. I am not proposing that they be cut back 
any from the figures that we had, say in 1955. 

Mr. Sruarson. How about 1954. That is the figure generally used. 

Senator Yarsoroueu. Yes, sir; from that figure. 

Mr. Stmpson. But you believe ‘this tax increase will curtail it as far 
back as the 1954 level? 

Senator Yarsorouen. No, sir. 

Mr. Suwpson. If it doesn’t, then I have come to my point. Then you 
want something more than a tax increase ? 

Senator YarBorouan. Yes, sir. 

Mr. Srmerson. And that would be quotas? 

Senator Yarsoroueu. Yes, sir. 

I think quotas is one way. There are so many oil associations, sir, 
that I would not attempt to say that I have the exclusive method or 
that I know more than those gentlemen. 

Mr. Srepson. Most of the | testimony from those advocating restric- 
tion have been in favor of a quota? 

Senator YarsoroucH. Yes, sir. 

I think a quota is the fair way. 

Mr. Simpson. But in connection with these trade agreements that we 
are referring to, unfortunately we are caught in a position where we 
have to pay these countries if we do things like that to protect our 
own country. We have to pay them by making so-called compensa- 
tory concessions in some other field so ‘that they can ship something 
else in the country, perhaps, in order to be paid for what we do in our 
agreements. 

You would not care to specify some of those items on which such 
compensatory concessions would be granted, would you? 
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Senator Yarsorouecu. Not unless I had the specific treaty before me 
with the specific country. As you could well understand, sir, this field 
is so vast and involves so many nations and products 

Mr. Srureson. Well, now, I come to another point, which is this: 
I just cannot see the justice of reciprocal trade agreement policy in 
which we get our hands tied by amateurs who are making these agree- 
ments which result in the debacle existing in the domestic oil indus- 
try today where a distinguished Senator is forced to come in here and 
appeal to the Congress for legislation on account of maladministration 
of an act. 

I think you have a very excellent bill. I think that any represent- 
ative of the people should come to the Congress just as you are doing 
and urge us to pass laws which will put the final say with respect to 
these international agreements in the hands of Congress and not in 
the executive branch where it is today. 

Do you agree that that should be done ? 

Senator Yarsoroucu. Well, sir, I am for the most effective way. 

If the executive branch had moved on this thing and put in manda- 
tory controls—well, I am looking at it solely from this narrow point, 
sir, that I am testifying on this morning. Your question is as broad 
as the whole constitutional division of powers. 

Mr. Srvpson. All right. If you do not obtain favorable action on 
this bill that you are advocating, are you satisfied to let the law stay 
as it is today, or would you like to change the law and let Congress 
have the final say and not the executive branch with respect to im- 
ports? That is a fair question. 

Senator Yarsorouau. Yes, sir; that is a fair question. 

Well, with respect to oil imports, sir, I am hopeful that the execu- 
tive will act before Congress can pass a law. It can act faster. 

Tt can act faster if it will. I think it would be preferable for the 
executive department to do this, if it will do it; but we have been 
waiting for years, and it will not doit. I think the executive depart- 
ment is forcing congressional action by its failure to act. 

Of course, sir, I think that the Congress is the residuary power; 
that the executive can do nothing on this without a grant from Con- 
gress. Congress granted that in 1955. 

I, as a Member of Congress, agree with you 100 percent that this is 
a congressional power, not an executive power. But we, the Con- 
gress, have granted to the executive certain powers and said, “Now, 
you go ahead; you can see the situation; and you put these controls 
in effect.” 

Mr. Smrpson. I am just asking you whether you care to express 
yourself. I think that we should not grant complete authority to the 
executive. Rather we should retain the right in Congress to give re- 
lief if we see fit. You apparently do not favor the voluntary agree- 
ment, do you? 

Senator YarsoroucHu. There was no agreement, as I understand it, 
sir. There was a request. They called it the voluntary quotas. The 
executive made a request that you cut your quotas. Some said it 
brought in oil that was not in the quota because they had not dis- 
covered a field. Somebody called it bootleg oil. 

Mr. Srmurson. We agree that voluntary quotas won’t work, and the 
other means under section 7 has not worked. And assuming that it 
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doesn’t work and your bill doesn’t pass, what do you do? Do you let 
the industry go 

Senator Vamenowett. The stripper wells that Mr. Reed mentioned 
will perish, the 8,400 that have no pipeline connections. 

Mr. Stmpson. What I am trying to say is: If the President does 
not act under section 7, if you do not get your bill passed, and the 
voluntary agreements are not passed, and we pass this bill for another 
5 years without im mn the safeguarding provisions in the law, 
you have no relief then? Why don’t you advocate our putting some- 
thing in this bill? 

Senator Yarsorouen. I do. I advocate putting in this bill certain 
provisions. 

Well, sir, there are different associations that have different provi- 
sions on that. I do not want to try to spell out for the committee the 
details of that on the Reciprocal Trade Act. 

Mr. Stmpson. I thought perhaps you would say that you believe in 
those instances where an appropriate authorized agency of Govern- 
ment has directed that relief is indicated that it should be mandatory 
on the administration unless the President recommends otherwise and 
Congress agrees with him. 

Senator YarsoroucH. That would certainly be a desirable provi- 
sion with respect to oil. 

The hesitancy I have, sir, is that you asked me across the whole 
field, agreement with all nations and all products, but mine was con- 
fined to oil. I think that would be a good provision. 

Mr. Simpson. Thank you very much. 

The Cuatrman. Mr. Mason will inquire. 

Mr. Mason. Just one observation, Senator. 

I get a very faint idea from your testimony that you do not agree 
with the previous witness that these voluntary arrangements are 
actually working fine, do you? 

Senator YarsoroucH. Absolutely not, sir. 

Mr. Mason. That is all. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baxer. Is this voluntary request or suggestion working ¢ 

Senator YarsoroueH. No, sir; it is not. Simply because of the 
614 months it has been in effect the importation of petroleum and 
petroleum products in the United States increased 9% percent. And 
that included 1 month in this year too. 

Mr. Baxer. I gather that you do not have any real hope that it 
will work; is that right ? 

Senator Yarsoroucn. Not on a voluntary basis; no, sir. 

Mr. Baxer. That is all. 

The Cuarrman. Sir, we thank you for coming to the committee and 
giving us the benefit of your views. 

Senator Yarsoroucnu. I want to thank the chairman and the mem- 
bers of the committee for the courtesy shown me in permitting me to 
present this tax proposal which may not have been in the exact se- 
quence of your witnesses, but you were generous in the time you al- 
lowed me. 

The Cuatrman. Senator, you were certainly in order and we ap- 

reciate your being with us. We would be happy to have you come 
ack any time you desire to. 
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Senator Yarsoroven. Thank you. 

The Cuarrman. The next witness is Mr. Otis H. Ellis. 

Please identify yourself by giving your name, your address, and 
the capacity in which you appear. 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL 
JOBBERS COUNCIL 


Mr. Exxis. Mr. Chairman, my name is Otis H. Ellis. I am engaged 
in the general practice of law in Washington, D. C., maintaining 
offices at. 1001 Connecticut Avenue, and am appearing here today on 
behalf of the National Oil Jobbers Council in my capacity as general 
counsel for that organization. 

Before proceeding further, Mr. Chairman, I have a letter statement 
here, a brief one, that was sent to me, but directed to the Ways and 
Means Committee. 

It is from the Florida Jobbers Association. I would like to have 
this letter inserted in the record at this point, with your permission. 

The Cuarrman. Without objection, that will be included in the 
record at this point. 

(The letter above referred to follows :) 


BELCHER Or Co., 
Miami, Fla., February 28, 1958. 
House WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D. C. 


GENTLEMEN : This letter is being written on behalf of the Florida Petroleum 
Marketers Association which is an organization of over 150 independent petro- 
leum jobbers who sell gasoline and fuel oil throughout the State. We take 
this means of voicing our reasons for strongly opposing any legislation which 
further limits or taxes the import of foreign oil. 

Florida runs on oil—practically all energy comes from oil since there is no 
water power, almost no natural gas, and very little coal. This, of course, is 
because oil is the cheapest fuel available. Any limitation of imports of oil or 
additional duties on imports will increase the cost of fuel oil in the State. 
Such increase must necessarily be borne by all the citizens of the State. 

We need more industry in Florida to stabilize our economy and provide year- 
round jobs for our ever-growing population. The State has spent much money 
and effort in attempting to attract essential industry. Any action which in- 
creases the cost of fuel oil will certainly tend to discourage industrial growth 
and increase unemployment. 

We can find no justification for limiting imports under the guise of national 
security. In time of war we would need all the foreign oil we could get so as to 
take advantage of the additional producing and refining capacity in foreign 
lands. If this oil is going to others in peacetimes it will not be available to us 
in wartimes. 

The fact that tankers are vulnerable in time of war is disquieting, but limiting 
imports will not help in the least. All heavy oil brought into the State is de- 
livered by tankers and would be so delivered no matter whether it comes from 
the guif coast area or the Caribbean area. Thus, tankers would be just as 
vulnerable when sailing from the gulf as from the Caribbean. Actually, there 
is very little difference in ocean mileage between the sea routes from the gulf 
and the Caribbean ports to Atlantic coast ports. The heavy fuel oil we need 
cannot be pumped through pipelines because it is too viscous and, anyway, 
there are no pipelines in the State. Supplying our needs by railroad tank car 
is obviously impossible when we realize that a fleet of cver 12,000 cars would 
be required. 

The major portion of the oil used in Florida comes from the Caribbean, and 
for good reasons. The Venezuelan crudes are generally heavier and therefore 
better suited to producing heavy fuel oil (bunker C) which is used for electric 
power generation and large industrial installations. Furthermore, the Carib- 
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bean refineries produce Navy special fuel oil for use in United States Navy 
ships and gas enrichment oil for manufacture of domestic gas. The domestic 
refiners will not furnish either of these special but essential products. 

Why the hurry to expend one of our greatest natural resources? Crude oil 
has been in the ground for thousands of years and will not evaporate or dis- 
appear. Let us hoard it and conserve it for future years instead of trying to 
devise means for using it as fast as we can. Certainly, every barrel of foreign 
oil imported allows us to conserve a barrel of our own crude. 

There seems to be general alarm over the decline in the rate of drilling wells. 
Somehow, it is blamed on too heavy imports, but this is not the true cause. 
Let’s face it. We have drilled too many wells. Right now, the oilfields can 
produce twice as much oil as we can use and far more than our refineries can 
process. Obviously, then, the rate of drilling should decline until such time as 
demand begins to approach supply. Any artificial stimulant to encourage more 
drilling now is absurd and will only aggravate the situation. 

After removing the hocus-pocus of the national defense argument, it is all 
too apparent that the only reason for restricting or taxing oil imports is to raise 
the price of domestic crude oil, thus further enriching the Midwest oil producers 
at the expense of the public in general and the people of Florida in particular. 

Very truly yours, 
H. E. Snoperass, Vice President. 


Mr. Extis. The National Oil Jobbers Council is a trade group com- 
posed of 29 State and regional associations of independent jobbers 
and distributors of petroleum products. These associations, covering 
36 States, represent the greater majority of the thousands of bona fide 
independent petroleum jobbers in the United States. Following is 
a list of the member associations: 


Alabama Petroleum Association, Ine. 

Arkansas Independent Oil Marketers Association 
California Petroleum Marketers Council (jobber division) 
Colorado Petroleum Association 

Connecticut Petroleum Association 

Empire State Petroleum Association 

Florida Petroleum Marketers Association, Inc. 
Georgia Oil Jobbers Association 

Illinois Petroleum Marketers Association 
Independent Oilmen’s Association of New England 
Indiana Independent Petroleum Association, Ine. 
Intermountain Oil Jobbers Association 

lowa Independent Oil Jobbers Association 
Kentucky Petroleum Marketers Association (jobbers division) 
Michigan Petroleum Association 

Mississippi Oil Jobbers Association 

Missouri Petroleum Association 

Nebraska Petroleum Marketers, Ine. 

North Carolina Oil Jobbers Association 
Northwest Petroleum Association 

Oklahoma Oil Jobbers Association 

Pennsylvania Petroleum Association 

South Carolina Oil Jobbers Association 

South Dakota Independent Oil Men’s Association 
Tennessee Oil Men’s Association 

Texas Oil Jobbers Association 

Virginia Petroleum Jobbers Association 
Wisconsin Petroleum Association 

Wyoming Oil Jobbers Association 


Independent jobbers distribute approximately 85 percent of the 
household burning oil consumed in the United States; 35 percent of 
the gasoline sold and delivered to the service stations; well over 50 
percent of all petroleum products delivered to farm tanks; and ap- 
proximately 60 percent of the residual oil imported into this country. 
In order to participate to this extent in the sale and distribution of 
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petroleum products, it is necessary that jobbers own millions of bar- 
rels of storage capacity and thousands of trucks. Fortunately for 
the security of the Nation, these storage and distribution facilities 
are widely dispersed and form our final tributaries of distribution. 
It is equally fortunate from an economic standpoint that this wide- 
spread group of truly independent businessmen still exists and 
actively competes for the consumers’ business. This degree of par- 
ticipation further shows that the jobber is a real party at interest in 
the outcome of any legislation which would affect the price or supply 
of petroleum products. 

Since it is commonly known in the petroleum industry and to some 
members of this committee that I am retained by the Ministry of 
Mines and Hydrocarbons of the United States of Venezuela, I deem 
it imperative that it be made clear at this time that my comments 
before this committee reflect only the opinions and position of the 
independent jobbers I represent and these opinions are in no manner 
to be construed as reflecting the attitude or position of the Ministry 
of Mines or any other branch of the Venezuelan Government. 

I would like to add that I am not a lobbyist for the Venezuelan 
Government. I am not a propagandist. I have never in the past 
had authority to, and do not now, speak for any part of the govern- 
ment. 

THE JOBBERS’ POSITION ON CUSTOMS AND TARIFFS 


The National Oil Jobbers Council has never attempted to take a 
position with reference to the broad aspects of international trade. 
They have, however, traditionally opposed any legislation or pro- 
posed amendments to existing legislation which would specifically re- 
strict imports of either crude oil or products or which could directly 
or indirectly be used for that purpose. The only exception is the 
existing escape-clause provisions which we feel are adequate to afford 
all protection necessary to insure a healthy domestic industry while 
at the same time affording the President ample means of maintaining 
and improving reciprocity of trade with other nations. 

In 1955 we opposed the so-called national security amendment 
to the Trade Agreements Act. While the jobber is just as interested 
in national security as any other citizen or businessman, we opposed 
this amendment because we believed that the proponents were merely 
using national security as sex appeal language to obtain support for 
an amendment which could be used to camouflage their real inten- 
tions which were directed to the end of erecting artificial barriers 
for their competition, thus enabling the proponents to sell more of 
their products or production at higher prices to the American con- 
sumer. 

Our fears appear to have been justified. While this amendment 
has not as yet been officially invoked, it has been used like a pistol 
to force importers into complying with a so-called voluntary plan of 
import quotas. It is, therefore, our recommendation that the Na- 
tional Security Amendment to the Trade Agreements Act either be 
eliminated or modified in such a way as to insure that the discretion- 
ary authority granted thereunder be used only to preserve our na- 
tional security and that findings in regard to national security are 
not in reality an excuse for yielding to pressure groups who have for 
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years sought to have import restrictions imposed on competing com- 
modities or products. 


THE PROPONENTS OF OIL IMPORT RESTRICTIONS 


Since the amendments proposed by the coal producers and the in- 
dependent oil producers are identical, it is obvious that these two 
groups are again in bed together. This, of course, is nothing new 
since the two groups have been besieging the Congress, and everyone 
else who would listen, with their pleas for restrictions on imports of 
crude oil and residual oil since 1929. 

I have listened to and read their arguments so much and so often 
that they have long since taken on the aspect of a broken record. I, 
in turn, find myself in much the same position in responding to their 
arguments. It becomes embarrassing to me to have to repeat to this 
committee the false prophecies which spokesmen for these groups have 
made to this Congress for this the 29th year, and to again remind the 
Congress that their prophecies have proven to 100 percent 
erroneous. 

As early as July of 1929 Mr. George W. Lewis, legislative agent of 
the United Mine Workers of America, in a brief filed with the Senate 
Finance Committee, recommended a prohibitive excise tax on fuel-oil 
imports. Mr. Lewis at that time stated, in substance, that to permit 
the continued free entry of millions of barrels of foreign oil would 
simply mean the wrecking of the great coal industry. Of course, Mr. 
Lewis failed to tell the committee that the cause of the increase in 
residual oil imports was principally attributable to the great coal 
strike in 1927. It was during that year that industrial users of coal 
were caused great and undue hardship because they did not have an 
adequate supply due to the strike; as a result they began to look for 
a new form of fuel that could be supplied with some degree of cer- 
tainty and they found it in residual oil, both domestic and imported. 
It may be recalled that this strike lasted for several months and as 
a result the coal industry had 23 million man-hours idle for the year 
1927. The coal producers also failed to tell you that at spasmodic 
intervals thereafter there has been strike after strike. As a result 
industrial users of coal, as well as the operators of large heating facili- 
ties, found that coal was not a dependable fuel. Over the years facili- 
ties for the use of so-called residual oil were developed and expanded. 
In brief, the coal industry itself set in motion a chain of events which 
brought about a necessary competitor. Now, they would have you 
take that competitor from the market place, regardless of the impact 
it would have on the thousands of companies and persons whose heat- 
ing units can only be run on residual oil. It should be pointed out that 
every pint of domestically produced residual oil is being utilized, and 
imported residual oil merely supplements that supply to meet the 
consumers’ demand. 

It will be recalled that on January 31, 1955, a representative of the 
bituminous coal industry testified before this same committee, as 
follows: 

The increasing flood of oil displaces coal and destroys its market, causes mines 
to close, impairs the capital investment of the coal industry; retards domestic 


exploration and development of new oil fields; decreases potential traffic for 
American railroads; reduces opportunity for livelihood for thousands of coal 
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mine and railroad workers; threatens the existence of thousands of small-busi- 
ness men; and imperils the Nation’s security by building up unwise dependence 
on foreign oil sources. 


At that time this same representative advocated : 


A restriction on the total quantity of crude petroleum and products, including 
residual fuel oil, which may be imported for consumption within the United 
States to not more than 10 percent of the annual domestic requirements. 

Despite the fact that no significant restraints have been imposed on 
residual oil imports, the coal industry in the years following that 
presentation saw enormous increase in productivity. Instead of the 
mine fields being littered with the bodies of starving miners the situa- 
tion became quite the reverse and the mines were again full of miners 
with full bellies who were digging coal with all their might to meet 
unprecedented demands. It is true that there has in recent months 
been a drop from this peak of productivity in the same manner as 
our total business economy has dropped. The point I am making is 
that the record for more than 29 years does not reflect that restrictions 
on residual oil imports are necessary for this country to maintain a 
healthy domestic coal industry. 

The record of the prophecies of the independent producers is 
equally as bad although it is admitted that at the present time our 
domestic crude oil producing segment is suffering temporary pains 
which will undoubtedly be alleviated by the natural course of events 
in the same manner as the temporary pains complained of by the coal 
industry in 1953 and 1954 were remedied. 

I recall quite vividly my first initiation into the oil imports issue. 
I was at that time staff director of the House Small Business Com- 
mittee and subsequently was general counsel for its subcommittee 
which investigated the effect of oil imports on independent domestic 
producers. This was in 1948-49, with the subcommittee functioning 
under the able chairmanship of one of your committee’s esteemed 
members, the Honorable Eugene Keogh. ‘This subcommittee held the 
most exhaustive and extensive series of hearings ever held by the 
Congress on this issue. Instead of the people coming to the sub- 
committee, the subcommittee went to the people and held hear ings in 
every principal oil-producing area with the exception of C alifornia. 
This subcommittee had no special axes to grind and our only concern 
was to develop the facts pro and con. Duri ing these hearings, in 1949, 
we heard the same arguments that were offered before you entlemen 
last Tuesday. Representatives of the stripper well producers re- 
peated their traditional prophecies that unless imports were restricted 
they would be forced out of business and billions of barrels of oil 
would be wasted since such quantities still existed to be milked from 
the earth in relatively small dribbles. 

We also heard about drilling rigs being stacked and rusting; we 
heard of the unemployment which 7 was rampant in the oil fields; we 
heard of tax losses in the various oil producing States because of re- 
duced production allowables; we heard of the depleted number of 
geophysical and seismograph crews; we heard about the inability to 
obtain capital to continue with an aggressive program of exploration 
and development of oil and gas properties ; we heard about the giant 
international oi] companies who were flooding this Nation with oil— 
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all of which would result in economic chaos in the producing segment 
of the industry and, of more significance, the drastic predictions of 
the impact of these conditions on our national security. The lamenta- 
tions and wails of the independent producers that were committed to 
the record were enough to melt the hardest heart, and to force the 
most liberal free trader to copious tears. 

Subsequently, in 1953 this same group of domestic producers ap- 
peared before your committee and they again in substance repeated 
this same testimony. I might add at this point that immediately 
following the hearings in 1953 on the extension of the trade agree- 
ments act, during which independent arene complained of the 
flooding of this country with imported oil, what did the domestic 
industry do in that time of their alleged oversupply? They raised 
the price of crude oil 25 cents a barrel throughout the country with 
the result that the consumers of this Nation were forced to pay an 
additional 1 cent per gallon for all petroleum products across the 
board. 

That, gentlemen, in a time of alleged flooding and oversupply 
Again in 1955 when the Trade Agreements Extension Act was 5 tne 
you for consideration, the same group were back, again pleading for 
import restrictions in order to save the Nation from economic chaos 
and military insecurity. And so it was last Tuesday as I sat in the 
audience and listened to the same group propose two amendments to 
the bill before you for consideration. Let us look for a moment at the 
cold, hard record between the time I became involved in this issue and 
the present. I cite no other authority than the general counsel for the 
Independent Petroleum Association of America who has stated on 
page 1070 of the compendium of papers on United States foreign 
trade policy, recently collected and published by the staff of your 
Subcommittee on Foreign Trade Policy. 

His statement is as follows: 

For example, during the period from 1948 to 1957, the domestic oil-producing 
industry found and developed more than 35 billion barrels of oil in the United 
States, or 50 percent more than the amount produced during that period. The 
capacity to produce oil in the United States was expanded from less than 6 mil- 
lion barrels daily in 1948 to an estimated 10,150,000 barrels daily in 1957, an 
increase of about 70 percent. This expansion of capacity exceeded the increase 
of 60 percent in consumption of oil in the United States. 

In the face of dire predictions to the contrary, the producing seg- 
ment of our domestic industry has this fantastic growth record for the 
period referred to. What other industry in the United States can 
point to a similar record of achievement and growth, much less one 
that persisted that it was in the throes of a struggle for survival ? 

Not only did those years produce fantastic profits for the producing 
segment, but, in addition, it provided the funds which enabled the 
industry to achieve new records in drilling activities every year with 
the exception of 1957. In addition, it also provided the funds that 
enabled many of the small- and middle-sized companies to venture into 
exploration and development of crude oil and gas properties in Canada, 
South America and the Middle East. 

As I reflect on the verbiage which has been expended on this issue 
over the years there comes to mind a portion of a statement made to 
this committee in May of 1953 by a small jobber from Pine Bluff, Ark. 
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This jobber, who began his existence in the oil industry with borrowed 
money and a leased service station, had this to say: 


Let’s take a look at what these boys are after. The coal crowd wants to cut 
off residual imports because they figure that it will force some residual oil con- 
sumers to burn coal. In my opinion, the reason these people quit using coal and 
started using residual oil was because John L. Lewis called so many strikes and 
holidays they didn’t know when or whether they were going to get any fuel. 
Now he comes along and wants these same consumers forced to use his product 
after he’s run them off. Apparently, the consumer, as usual, is caught in the 
middle. ; 

Now, we come to the crowd that I really cry over—the independent producers. 
It looks to me like they are eating pretty high on the hog already. The price of 
crude oil today is more than double what it was during the war years, whereas 
most of the jobbers are making the same amount of cents, and fractions thereof, 
per gallon gross that they were making in 1940 while our net has decreased 
tremendously. Now, what do these boys want? They want imports on residual 
oil curbed so that a shortage will be created and the price pushed up some more. 
When the price of residual oil goes up, they will then push up the price of crude 
oil. When the price of crude oil goes up, every consumer of petroleum products 
in this country will have to foot the bill in some form or another. 

Of course, they want to get crude oil imports cut off so that they can produce 
some more at a new higher price which will be brought about by cutting the 
residual oil imports. 

Now, mind you, these independents never do these things for themselves—it 
is done in the name of national defense. I have been reading their stuff for 
years, and if I believed everything I read I could figure that they are not in 
business to make money but are solely interested in the security of the United 
States. I think they are as patriotic as the average American businessman, 
but I seriously doubt there has ever been a purely patriotic oil well drilled in 
the history of the world. They are in business to make money just like I am, 
and if having a good supply of oil is to the benefit of the United States as a 
whole, it is a byproduct of their real objective. I do not object to them making 
money, but I do get sick and tired of seeing people cover up their greedy de- 
sires with the American flag. I have to work hard to sell petroleum products. 
The independent producer is guaranteed a fair share of the crude oil market 
by proration laws. The only way I can get a fair share is by hard work. On 
top of this proration protection they get what is known as a depletion allow- 
ance which, in my judgment, is about equivalent to a license to steal. Asa 
matter of fact, I believe I would rather have the depletion allowance. 

Now, I am not trying to be hard on these fellows, but I think it is high time 
that the businessmen of this country—and that includes the coal people and 
the independent producers—quit looking to the Federal Government for aid at 
somebody’s else’s expense every time business takes a dip. 


THE CURRENT SITUATION 


The fact that the principal proponents of restrictions on oil imports 
have a bad record as prophets is not in and of itself sufficient reason 
to ignore their current petition for restrictions. We cannot treat 
these petitioners as if they were the little boy who persistently cried 
wolf—to the contrary, we must do what this committee is doing and 
examine the situation, giving due regard to all factors and aspects 
before making permanent decisions to cure temporary ailments. It 
is quite true that domestic production of crude oil in this country has 
been cut back—a situation faced also by our good Western Hemi- 
sphere neighbors, Canada and Venezuela. The fact that Texas is now 
producing on a 9-day allowable basis sounds much worse than the 
situation actually is. This 9-day allowable situation apparently is 
designed to leave the impression that Texas is producing at less than 
one-third of its productive capacity for a 30-day month. Such is 
far from the truth. The truth is that it would be impossible for the 








RENEWAL OF TRADE AGREEMENTS ACT 1271 


State of Texas to produce three times as much oil as it will produce 
this month, for any reasonable period of time, without doing serious 
damage to the underground reservoirs and thus minimizing the ulti- 
mate yields from those reservoirs. sn] 

Now, what are the reasons for the current situation? There would 
probably be as many answers to that question as there are people 
attempting to give an answer. In my judgment, the principal rea- 
sons are as follows: 

1. The productive capacity of the domestic crude industry has 
been increaased at such a rapid rate (as was pointed out by Mr. Rus- 
sell Brown), as related to demand, that we simply have an excess of 
capacity, with all participants desiring to produce at maximum. 

2. This situation of domestic oversupply has been in existence for 
some time and despite this fact we have continued to produce oil and 
products to a point where 1 of ane must happen—either crude oil 
production is cut back or the price of crude oil will drastically break. 

3. Natural gas (produced by the same segment) has made severe 
inroads into fuel oil and coal markets. 

4. The petroleum industry like every other industry in the United 
States is in the midst of a recession or business drop and as a result 
there is a decline in demand. 

5. Imports of crude oil had become slightly excessive prior to the 
instigation of the voluntary quota plan, as related to the other factors 
mentioned above. 

In brief, while crude oil imports have undoubtedly made some con- 
tribution to the current situation, they very definitely are not the 
prime provoking cause and have not, in our judgment, been excessive 
to such an extent as to warrant the necessity for mandatory restric- 
tions. The question at issue is: Should we take the stringent meas- 
ures recommended by the coal and independent oil producer groups 
to relieve the existing temporary situation? It is the jobbers’ view 
that we should not. It is our belief that the domestic petroleum in- 
dustry will work itself out of this situation in the same manner that 
it has done so for the past 30 years and that any action to restrict oil 
imports would be in disregard of the historical flexibility of the do- 
mestic industry and would be born more of panic than necessity to 
preserve our national security. 

The steel industry, the automobile industry, the aluminum industry, 
and many other basic industries of our country are now operating 
at far less than maximum capactity. Are they asking for Govern- 
ment liniment to ease their pains ? 

Certainly no discussion of the present situation could ignore the 
actions of the President’s Cabinet Committee and the Office of De- 
fense Mobilization since 1955. It was early in 1955 when the Presi- 
dent’s Cabinet Committee made the finding that imports of crude 
and residual oil were excessive and should be limited to the ratios 
prevailing in 1954. This finding was coupled with a request that the 
unporters adhere to this ratio. The importers did not adhere to the 
ratio and subsequent studies were made with the result that the 
Committee found that while crude oil imports continued to be exces- 
sive, the same did not apply to residual imports. This latter position 
has not been changed to this date. Later the Cabinet Committee 
recommended a new formula for the east coast and subsequently an- 
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other formula for the west coast, both of which called for significant 
reductions in crude oil imports. 

The importing companies were called in and quota allocations were 
made for each. Thus far this so-called voluntary plan of import 
restrictions has on an overall basis worked well, even though three 
of the importers have exceeded their allocation. 

The jobbers have consistently been of the opinion that the action 
of the Cabinet Committee was born more of political expediency than 
necessity. If, however, the importing companies saw fit to concur in 
this pistol-point plan of restrictions that, of course, was their business. 

Whether the action of the Cabinet Committee and ODM was justi- 
fied or not, the fact remains that imports were restricted and still 
are restricted; all without the necessity of legislative mandate. Un- 
fortunately, however, this does not appear to be enough for the inde- 
pendent producers. They now seek legislative mandates which in 
my judgment, if effected, will set in motion a chain of events that 
will ultimately lead to complete Federal control of the domestic 
petroleum industry in all its aspects. 

Let us examine briefly the amendments proposed by the independent 
producers and the coal producers, bearing in mind their allegations 
that these amendments are necessary to achieve two basic purposes: 
(1) The economic stability of the domestic industry, and (2) our 
national security. 

In their first amendment they propose that whenever the President 
has determined that imports of a commodity shall not exceed specified 
levels, then any importing company whose ‘imports exceed such levels 
shall be subject to a duty amounting to 30 percent of the value of the 
cargo and, in addition, shall be subject to damages and confiscation of 
cargo. Atno place in this amendment is any regard g given for foreign 
source of origin of the imported oil on a basis that would be ad- 
vantageous to our Nation from the standpoint of economics and avail- 
ability of supply in the event of national emergency. The amendment 
suggests no provisons that would give preferential consideration for 
imports from such countries as Canada and Venezuela—two of our 
best: cash’ customers—the countries whose oil we would need the most 
in time of national emergency. How could such an amendment be 

laced in a trade law, designed to promote trade reciprocity, without 
belt inconsistent even with the basic purpose of the law itself? This 
amendment is inconsistent even with the policies of the independent 
oil producers who have time and time again indicated that preferen- 
tial consideration should be given to crude oil imported from our 
friendly allies in the Western Hemisphere. 

Their second proposed amendment would limit imports of crude oil 
and petroleum products, respectively, to the ratios obtaining in 1954. 
This is premised on the conclusive presumption that imports. in excess 
of these ratios automatically endanger national security. Even the 
President’s Cabinet Committee, on whose determination the pro- 
ponents rely so heavily, has already determined that this relationship 
is no longer applicable to both crude oil and residual oil. Neither does 
this amendment permit perferential consideration for oil imports from 
those sources best suited for national defense, nor does it give any 
consideration to economic impacts. In brief, neither of these amend- 
ments provides any means for escalation or changes that would be 
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necessary to achieve the desired ends—economic stability and national 
security. 
CONCLUSION 


It is the jobbers’ firm belief that the current situation of oversupply 
in the domestic marketplace will ultimately right itself without the 
necessity of either executive or legislative mandate. 

These same jobbers are more familiar with depressed markets and 
stiff competition than the independent producer has ever known or 
will ever know. For more than 2 years jobbers have been faced and 
plagued and gasoline price wars, loss of business to their major com- 
pany competitors, a sepanly diminishing percentage of petroleum 
product markets, and all of the other problems that ye a marketer 
when supply exceeds demand. 

The jobber has no proration laws to assist him in getting his share 
of such markets as are available. He has no depletion iiiieatse or 
intangible drilling cost allowable to partially compensate for his 
losses due to selection of bad service-station sites. Despite these dif- 
ferences in the position of the jobber and the independent producer, 
the jobbing segment, which I represent, has the distinction of being 
the only group within the petroleum industry that has never come to 
this Congress asking for laws which stifle their competition or give 
them preferential consideration over anyone else within the industry. 
Surely if these relatively small guys can stand up in the toughest 
competitive arena known to American industry, the independent pro- 
ducer with all the tax benefits and preferential laws that work in his 
favor could be willing to take a few jolts without running to the 
Congress every time he stubs his toe. It is that same producer who 
on the one hand wants freedom from Federal control of his gas pro- 
duction but who on the other hand solicits Federal control of his 
crude-oil competitors. How inconsistent can one get? The only 
thing more inconsistent that I can conceive of would be for this Con- 
gress to pass a so-called Trade Agreements Act which contains emas- 
culating provisions that would defeat the very purpose of the act. If 
we are to have a program of trade reciprocity, then let’s have it, and 
carry it out on a Lea teaeetibee basis, giving preferential consideration 
to those who give us preferential consideration. For us to pass a 
Trade Agreements Extension Act containing provisions which are 
inconsistent with the very purposes of the act would, in my judgment, 
leave our great Nation subject to the very valid charge that “the 
voice is that of Jacob, but the hands are those of Esau.” 

Mr. Grecory. Are there any questions? 

Mr. Kroon. Is that the hands of Esau, or are you ad libbing on 
the part? 

Mr. Exuts. I was curious about it too, Mr. Keogh. So I had my 
secretary call a minister. And he confirmed that was the way it was. 
As a matter of fact, the word “Esau” means hairy hands. I am 
quoting the minister. I don’t know. 

Mr. Grecory. Mr. Ikard. 

Mr. Ixarp. I notice over here on, I think, the first page of your 
statement that you list the associations for which you speak today. 
Do all of those associations share your viewpoint as you have ex- 
pressed it here? 
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Mr. Exx1s. All of those associations—unless they have changed 
their minds since our last meeting—agree in opposing mandatory re- 
strictions on oil imports. 

I might add this: That the Texas Oil Jobbers Association last 
year, according to the best information I have, did agree that the 

*resident’s voluntary plan was a good method. 

I also understand that the Oklahoma Oil Jobbers Association did 
the same thing, Mr. Ikard. If there have been any changes, I am 
unaware of them. 

Mr. Ixarp. Those are the two I had reference to. 

Mr. Extis. They have never agreed, Mr. Ikard, on mandatory 
restrictions. 

Mr. Ixarp. I was referring generally, as I understood it from your 
statement, to the fact that you say there should be no control. Am 1 
correct in that impression ? 

Mr. Exits. No mandatory control, that is right, if I left that word 
out. I thought I had used it often enough to convey that impression. 

Mr. Ixarp. In other words, I take it you do believe there should 
be some restriction of imports. But it should be on a voluntary basis. 

Mr. Exxis. I think we have had restrictions of imports on a vol- 
untary basis for the last 29 years. 

The importing companies had access to productive capacities in 
foreign countries, so that if they had seen fit they could have flooded 
this country with imported oil at any time during that period of 
time. 

To me, the fact that they did not is evidence that they have exer- 
cised restraint. 

Mr. Ixarp. What I am referring to specifically is this: Of course, 
we know there is no way to predict that. And, as you say, they had 
access to fields, many of which were not even discovered, of course. 
But what I refer to is the present so-called voluntary program. What 
do you advocate in that direction ? 

Mr. Extis. I do not agree with it. And I do not agree with the 
premise on which it is based. 

Mr. Ixarpv. Then what I am trying to develop is what your posi- 
tion is, because I understood you to say that you favored some sort 
of voluntary control or regulation or limitation—whatever word you 
want to use. Yet you do not agree with the present system. 

Now, what system of regulation or control on a voluntary basis 
would you approve of? And I am not talking about mandatory con- 
trols, now. 

Mr. Exu1s. The only basis that I approve of is the self-restraint 
that any importer into this country would exercise in his own im- 
ports, giving due regard to his own investments in production in 
this country. That is the only restraint that I am in favor of. And 
that has been exercised. 

I am not in favor of the President doing what he has done, nor 
the method with which they have done it. 

Mr. Ixarp. Then, my first impression was correct when I stated 
in the beginning here that you did not favor any control of imports? 

Mr. Exits. Exactly correct. 

Mr. Ixarp. Now, there has been some question raised here, Mr. 
Ellis, about what has happened pricewise to gasoline within the last 
2 or 3 years. 
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And, of course, I do not want to take into consideration the taxes, 
because we know what has happened there. 

Do you have information available that would give us some idea 
of a has happened to the price of gasoline, say in the last 3 

ears 
: Mr. Exx1s. I do not have the statistics in front of me. I will tell 
you from memory, with the reservation that I would like to change 
my statement if my memory is not accurate. 

Mr. IKxarp. If you would like to, you might furnish it for the 
record. That would be all right. I would just like for that informa- 
tion to be available. 

Mr. Extis. In general, on an overall basis, in the United States, 
Mr. Ikard, the price of gasoline is no higher today than it was 2 or 3 
years ago. That is, the overall average. 

That does not mean, however, that in various communities in the 
United States that the price of gasoline is not higher. 

Mr. Ixarp. It also ius not mean that on account of some changes 
in tax structure that the retail price may reflect that element, too, 
in addition to transportation Lal other factors. 

Mr. Exxts. I was talking about base costs without regard to taxes. 

Mr. Ixarp. That is what I was referring to also. But there has 
been, then, we can say, no substantial increase or material increase in 
the base price of gasoline in the last 2 or 3 years? 

Mr. Exxts. There were increases, but on the average, it has dropped 
back. And the reason for that has been that we built up during the 
Korean emergency a million barrels of excess refining capacity in 
this Nation. 

That was brought about by granting accelerated amortization, tax 
amortization, to the refiners. 

Then when the Korean war was over with, instead of treating that 
as excess capacity, every company it seemed that had some excess 
was trying to run crude oil through it hoping that they could dispose 
of their product. The end result has been that we have got an over- 
supply of products and despite increases in the price of gasoline it 
has, on the average, dropped back because of oversupply. 

In brief, what this industry has been trying to do for the past 
214 years, as far as products 1s concerned, 1s to put 5 pounds of stuff 
in a 3-pound sack. And they now find out it cannot be done. And 
all of this is backing up on the crude oil situation. 

That is one of the aggravating causes for the necessity for having 
to cut back allowables. 

Mr. Ixarp. And that situation that you described quite accurately 
was not the one that the producers created, was it? I mean the man 
that produces oil and who has no refining capacity of his own is what 
I am referring to. 

Mr. Extis. Well, that actually was created by refiners who either 
overestimated demand or overestimated their ability to dispose of 
their refinery throughput. 

Mr. Ixarp. As a result of the national emergency when it was to 
our national interest to have standby or adequate refinery capacity ? 

Mr. Exxis. That is true. 

Mr. IKarp. You recall last December when you testified here in this 
room before the Foreign Trade Policy Subcommittee of this commit- 
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tee. Without trying to quote your statement verbatim, let me say 
this. And if I do not get the sense of it, I hope you will correct me, 
because I certainly do not want to leave the wrong impression about 
what you said. 

As I recall it, you stated in substance that if the situation in the 
producing industry should deteriorate further—and I am paraphras- 
ing—that you thought we might then have to look at some other 
means other than the voluntary program to deal with imports. 

Is that a substantially fair statement ? 

Mr. Exuis. I think my statement was, Mr. Ikard, that if imports 
reached such levels as we thought they were endangering national 
security, or seriously impairing our domestic industry, then we quite 
possibly would change our views with regard to mandatory 
restrictions. 

Mr. Ixarp. My question is this: What is your feeling now in March, 
3 months later, approximately, when a number of States have had to 
cut back on production ? 

As you indicated in your statement, Texas is only producing on a 
9-day allowable basis. Oklahoma has been substantially cut. And 
exploration and drilling generally is off somewhere in excess of 25 
percent. 

Do you think we have reached that point yet where we ought to 
have any concern about what is happening to the domestic industry ? 

Mr. Extis. I think we have reached a point of concern. And I 
have evidenced that, Mr. Ikard. But I think we have reached the 
same point time and time before, as has been testified to in these 
other hearings. 

And no stringent action has been taken by way of restricting im- 
ports. And what has history proved? ‘This industry is big enough 
to work its way out. And I think it will work its way out, without 
restrictions. 

Mr. Ikarp. You have been around these hearings a long time, much 
longer than I have, Mr. Ellis. Now, do you recall a time in your 
experience when the domestic industry has been in the economic 
condition that it is today ? 

Mr. Extis. Well, I was not around the industry at that time. But 
from my information, it was back in 1932 when the Scurry field in 
Texas came in. And oil was running out of their ears down there. 
They didn’t have too much of a conservation law, and the industry 
was in a pretty bad plight then. 

That was about the time when they put on the 21-cent duty which, 
in reality, was of little or not deterrent except for maybe a year or 
a year and a half. 

Mr. Ixarp. But there was some rather drastic action taken both 
at the State and Federal level at that time. 

Mr. Extis. Very definitely. But I do not think they can compare 
those situations. I was merely relating a previous situation wh¢re 
we had faced problems. 

I was not seeking to compare them. 

Mr. Ixarp. I got the impression again that you were when you 
mentioned the period when oil was selling for 10 cents a barrel, and 
all of that, after east Texas. 
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Mr. Euuis. That was not the average for that year. Some oil 
sold for 10 cents a barrel. That has been used time and time again. 
But that was not the average. 

Mr. Ixarp. My recollection is that there was a good deal of it 
sold at a very low price, though. 

Now, you indicated also in your statement the broad statement 
that there were a number of other industries that were down and 
that they were not seeking Government liniment, or something of 
that sort. 

I just would like to comment to you and to invite your attention 
to the files of this committee to some of the legislation that has been 
introduced dealing with the industries that you enumerated, and 
also some of the mail that we get. And if you have time to do that, 
I think maybe you would change your mind about the fact that those 
people are not asking for anything. 

Just a few more questions and I will be through. 

Do you think that it would be wise for us to ; get to the point where 
we are dependent on foreign sources of oil for our domestic supply ? 

Mr. Exuis. I don’t think it would be wise for us to a to the 
point where we are totally dependent on foreign oil, Mr. Ikard. 
IT will say this, however: That I will predict that by 1965. we will 
be thanking God that we have access to foreign oil to supplement 
our domestic supply, assuming that we have not in the interim alien- 
ated those foreign sources to the extent that it is not available to us. 

And the reason for that is this: In this Nation we have only 15 
percent of the known crude reserves in the world. Yet today we are 
producting 50 pecent of the oil produced in the world. Now, simple 
arithmetic tells us that we cannot continue that. 

I do not believe there is anybody in this industry who is conversant 
with our future situation but what would state that in the years to 
come we must have that foreign oil. And I hope to goodness we do 
not alienate our ability to get it. 

Mr. Ixarp. I do not think anybody is suggesting, Mr. Ellis, that 
there is any thought or idea that we should not have foreign supplies. 
Don’t you think that it is just as important to us nationally that we 
preserve our domestic industry in a strong state? 

Mr. Exuis. I think it is highly important that we maintain a very 
healthy domestic producing segment. 

Mr. Ixarp. Do you disagree, then, with the findings of the Presi- 
dent’s Cabinet Committee on fuels and energy resources which re- 
ported in February, I believe, of 1955, which mentioned the fact that 
generally, if we looked too much to ‘cheaper foreign oil, we are in 
effect. being penny-wise and pound-foolish, and that we should try to 

maintain the level of imports at the relationship that we had to im- 
ports to production in 1954. 

Mr. Extis. You have asked me several questions in one there, Mr. 
Ikard. 

Mr. Ixarp. I am trying to hurry on. We have got some bills in 
the House. 

Mr. Exits. I disagree with the premise of the findings of 1955. 

Mr. Ixarp. I am talking about the factual findings of the Commit- 
tee, the 1954 relationships. 

Do you disagree with those ? 
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Mr. Exz1s. I disagree that it is necessary for us to hold the 1954 
relationship. I think that is too rigid. As a matter of fact, as is self- 
evident, had the industry maintained the 1954 relationship on resid- 
ual oil, New York and New Jersey would have gone cold and with- 
out power in the winter of 1955 and 1956. , 

In brief, they held in the early part of 1955 that residual oil rela- 
tions, like crude, should have the same ratios as obtained in 1954. 

Now, had the industry observed those, in less than 1 year’s time, it 
was proven that that was wrong. 

Mr. Ixarp. I was not speaking of residual oil, Mr. Ellis, and the 
heavy oils, but of the other types of crude, which we generally have 
been talking about there with respect to this question. 

And, therefore, I would appreciate it if you would answer the ques- 
tion, disregarding the residual question, which I did not have in mind 
when I was asking the question. 

Mr. Exxis. Well, Mr. Ikard, what this whole issue boils down to is 
this: I do not think there is anybody in the domestic petroleum in- 
dustry, be he marketer, refiner, or what not, but what would agree 
that we would have to and should maintain a balance between our 
imports and our domestic production that will as near as possible 
insure that we have a healthy domestic industry. 

Now, the argument comes about as to where is the cutoff point? 
What are the number of barrels where you get over the breaking 
point? 

And even among independent producers, there is disagreement as 
to that. 

Mr. Ixarp. I would agree with that statement wholeheartedly. 
But I would say this—and I think this is an understatement from 
listening to your statement and reading it—I would not say that 
your statement reflected that viewpoint. 

Mr. Exxis. I hope what I have said now will be considered as 
coloring the statement, if I have left that impression. 

Mr. Ixarp. That is all right now, Mr. Chairman. 

Mr. Grecory. Mr. Simpson would like to inquire. 

Mr. Stmpson. I have a very few questions. 

I want to inquire about the list, Mr. Ellis, of these associations that 
are listed here. 

Are you here on their behalf? 

Mr. Extis. Yes. I am general counsel for the National Oil Jobbers 
Council, Mr. Simpson, which is in effect a federation made up of 
these associations here. 

Mr. Smrrson. Do you mean to tell me that the Pennsylvania Petro- 
leum Association voted support of this bill we are talking about ? 

Mr. Exxis. They did. 

Mr. Stmpson. At whose instigation ? 

Mr. Extis. I don’t know at whose instigation. 

When the matter comes up before the council, why, they vote in 
the same democratic way that we vote for Congressmen in this 
country. 

Mr. Srupson. What is their economic interest in the bill? 

Mr. Exxis. Primarily residual oil, I would suspect. However, I 
do not know. 

Mr. Stmupson. You mean you do not know? 
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Mr. Exxis. Well, I can’t state what is in their mind. There are 
20 some associations here, Mr. Simpson. 

Mr. Stimpson. We were told a day or two ago that residual oil is 
sold to relatively speaking a few customers. And, for example, in 
central Pennsylvania, there is none of it used there. And in connec- 
tion with these associations that you are talking about, there may be 
1 or 2 or 3 of them that sell to utility companies residual oil. But 
none of it goes into heating. 

And the implication prevails that the residual oil goes into house- 
hold heating now. Isthat a fact? 

Mr. Exits. Residual oil is not used for household heating, not ordi- 
nary homes. But it is used in apartment dwelling heating, and to a 
large extent too. 

Mr. Stmpson. We were told that no imported residual goes west 
probably more than 50 miles of the sea coast, or probably a hundred. 

Mr. Exits. There are jobbers in Pennsylvania who sell imported 
residual oil. 

Mr. Srupson. If they are correct, then all of this reference to Michi- 
gan, Mississippi, and Nebraska residual oil does not mean anything? 

Mr. Exits. No. They have another reason for it. I will be glad to 
explain that to you, sir. 

Mr. Simpson. All right. 

Mr. Exuis. Their reason is this: They feel that if artificial controls 
are placed on imports of crude oil, that will leave, for all intents and 
purposes, complete dominion and control over supply of crude oil in 
the hands of the regulatory bodies of the States in which oil is pro- 
duced. And they further feel that to leave it there, they will so regu- 
late the supply of crude oil as to tighten it up to where these jobbers 
will be unable to get products at prices that will enable them to meet 
the competition of other fuels; that particularly as to household burn- 
ing oil. 

‘And I would further add this, Mr. Simpson: When we hit a period 
of tight supply of products in this country, the jobber has to sweat 
blood to get adequate supplies of products. 

Mr. Stmpson. Let me see. Now, wait a minute. Are you telling 
me now that the principal interest of these jobbers we are talkin 
about is in the 85 percent of household burning oil that they sell, the 
principal economic interest which leads them to support this legis- 
lation ? 

Mr. Exxis. I did not say that was the principal interest. That is 
one of their interests. 

Mr. Starrson. What is the other interest? 

Mr. Exxis. The other interest is that we do not want the supply 
situation so curtailed and regulated that we are unable to obtain ade- 
quate amounts of product at reasonable prices to sell to our customers. 

Mr. Stmpson. Who would do that regulating, the State regulatory 
bodies ? 

Mr. Exxis. They turn it on and off—crude oil, that is. 

Mr. Stimpson. Where? In Pennsylvania‘ 

Mr. Extis. Pennsylvania is not one of the bigger producing States. 

In Texas, Oklahoma, Louisiana, Kansas. 

Mr. Suwpson. You mean that that would affect economically the 
Pennsylvania petroleum associations? 
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Mr. Exxis. It certainly would. 

Mr. Suwpson. What does this bill have to do with respect to that? 
Does it provide competition ? 

Mr. Exnis. I do not follow your question, sir. 

Mr. Srwpson. What does this piece of legislation do to avoid that 
which you complained of ? 

Mr. Exxis. The piece of legislation you are talking about? The 
new bill introduced ? 

Mr. Srmpson. Yes. 

Mr. Ex.xis. Well, as it is introduced, it won’t affect it. We are talk- 
ing about here the proposed amendments to limit oil imports. For 
example, if you limited oil imports—and you can take any figures 
such as 800,000 barrels of crude oil per day—then if that is a fixed 
amount, then the State regulatory bodies know what is coming from 
other sources. 

And by the amount of crude oil they permit to be produced they 
can tighten up crude-oil supply, because that outside source is fixed, 
unlike when imports are unrestricted. 

The end result, when you tighten up supply, is that it economicall 
follows like night follows day that price is firmed up or eaveinel 

Mr. Srwpson. The consumer in the public is the one that deter- 
mines the amount used, and the jobber is going to sell as much, whether 
it comes from abroad or domestically. And that is my problem. I 
recognize, with respect to residual oil, that as a result of limiting the 
imports of residual oil a substitute may be used. I recognize that 
economic aspect. But I fail to see it beyond that point. 

And, consequently, I cannot understand why this whole group or 
association joined together in support of this bill when it is so contrary 
to what I know is the position in central Pennsylvania, where eco- 
nomic conditions are just the opposite, and the gas-station operator 
cannot sell his gas because of bad economic conditions. 

Mr. Exits. Isecause we have an oversupply. 

Now, then, what we are afraid of is that if you reverse it to where 
the supply is so tight, and that can be done by the cutting off of the 
crude oil at the well, then we won’t have enough. And the major 
oil companies then in a lush market will do the selling of these prod- 
ucts, not us. 

Mr. Smopson. Who are the major oil companies? 

Mr. Exsis. Well, they are all so-called large integrated oil com- 
panies in this country. 

Mr. Srmreson. Are their salesmen members of this group? 

Mr. Exxis. No, no. 

Mr. Streson. I want to ask that question again: 

Do you mean, for example, that the Esso Standard of New Jersey— 
are their gas-station operators members of this group, or may they 
be? : 

Mr. Extis. Not their service-station operators. These groups are 
only made up of the jobbers or wholesale distributors, as distinguished 
from the retail service-station operator. 

Mr. Srpson. This has nothing to do, then, with the local gas-sta- 
tion operator ? 

Mr. Exx1s. Not the station operator, except that my people sell to 
those station operators, and we own a lot of those stations and lease 
those stations to those independent operators. 
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Mr. Suareson. Well, do —s belong to this group, or not ? 

Mr. Exuis. No, sir, the dealers themselves do not. 

Mr. Stmeson. The groups that are here represented, then, do not 
include the so-called larger companies as the one I mentioned, and 
others ? 

Mr. Exxis. You mean Esso? 

Mr. Simpson. Yes. 

Mr. Extis. I do not represent Esso. They are not a part of these 
associations. We fight with Esso and all the major companies year 
round, Mr. Simpson, over marketing problems. 

Mr. Simpson. Well, I would hate to think that this bill economically 
would do injustice to these jobbers. But it seems to me that it can, 
for they would sell just as much oil; they would sell just as much gas. 
I agree they would not sell as much residual oil. But I do not see the 
point. 

Mr. Exxis. Let me put it this way, Mr. Simpson: If you would ask 
if those areas where jobbers are trying to sell household burning oil 
in competition with natural gas, and we are losing those markets 
every day, if the situation comes about where by forci “ing up the price 
of crude oil, the price of household burning oil is increased, and our 
household burning oil exceeds the B. t. u. cost basis of natural gas, 
we are out of the market. 

Mr. Simpson. I have no figures at all. Maybe you can straighten 
me out if Iam wrong. But I suspect that a vast part of that which 
is imported for which you are fighting so earnestly here is sold and 
distributed by these companies that you have just said do not belong 
to this group you represent. 

Mr. Exits. Are you talking about residual oil, or what ? 

Mr. Srurson. I am talking about crude oil and residual oil. 

So that if you lose your point, these people will have more business 
than they have because you will be taking its away from the men that 
are importing it now. 

Mr. Exuis. Sixty percent of the residual oil imported into this 
country or more is distributed by independent jobbers. 

Now, as to the crude oil that comes into this country, we distribute 
the products: we do not sell the crude oil; we distribute the products 
the it comes from imported oil as well as the products that come from 
domestically produced oil. 

Mr. Srwpson. I just say with respect to that that you do not sell, 
for example, the Esso product, yousay. They have their own method. 
They are an importer. And so from an economic viewpoint of these 
jobbe rs, I have to conclude the at if they did not import as much, these 
jobbers would have more work here at home. 

Mr. Exxis. Somebody is way off here, Mr. Simpson. 

There are jobbers who sell Esso products. They are independent 
businessmen. And some of them may belong to these associations. 
But neither the Standard Oil Company of New Jersey nor its sub- 
sidiary, Esso, belong to this association. But the independent job- 
ber customers which they have, which the Texas Co. has, which Socony 
Mobile has, which Continental has, and all the other companies have, 
their jobbers belong to these associations. 

Mr. Simpson. Well, I finally got my answer. 

That is, that in this group there are included jobbers of these big 
comp: nies, 
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Mr. Exxis. Oh, certainly, certainly. 

Mr. Stmpson. Did I understand you to say otherwise a while ago? 

Mr. Exxis. You asked me a question that must have misled me. I 
could have answered that quickly. 

Mr. Srwpson. The fact is this group here includes the representa- 
tives of the jobbers of the country ¢ 

Mr. Ex.is. Large, medium, small independent refiners, we sell 
their products. Asa matter of fact, if it were not for the independent 
jobbers, I would venture to say that 50 percent of the independent 
refiners in this country would have to go out of business, because we 
are the people that peddle their products. 

Mr. Srmpson. All right. 

But with respect to these groups here, now, the jobbers do include 
the large importers, and they have a very personal interest in the 
operation of the importing of oil ? 

Mr. Exuis. Ask that again. I don’t want to get on a tangent by 
misunderstanding you again, Mr. Simpson. 

Mr. Smurson. Well, you are representing the large importers. 

Mr. Ex.is. I am representing large jobber importers as well as 
small jobbers; I am representing large jobbers who sell imported oil, 
imported residual oil, as well as representing some of the smallest 
jobbers in the United States who never see 1 pint of residual oil. 

Mr. Srwpson. Thank you. 

That is all I have. 

Mr. Grecory. Could you return at 2 o’clock this afternoon, Mr. 
Ellis? Several other members would like to interrogate you. 

Mr. Exxts. Yes, sir. 

Mr. Grecory. The committee will stand adjourned until 2 o’clock 
this afternoon. 

(Whereupon, at 12:30 p. m., the committee adjourned, to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


Mr. Grecory. The committee will come to order. 
STATEMENT OF OTIS H. ELLIS—Resumed 


Mr. Baxer. Mr. Ellis, you read from a letter from one of your 
clients, as I understand it, or your members, saying that you would 
rather have the oil and gas depletion allowance than a license to steal. 
Who was that client? 

Mr. Etxis. That was a jobber by the name of Clint Elliott. 

Mr. Baxer. Where does he live? 

Mr. Exxts. Pine Bluff, Ark., and the statement was made before 
this committee on the Trade Agreements Extension Act hearings in 
1953. 

Mr. Baxer. Do you subscribe to that same theory ? 

Mr. Exxis. Sir, I am reading his opinion. 

Mr. Baxer. You made another statement, that the action of the 
President’s Cabinet Committee was born of political espediency rather 
than necessity. Were you quoting somebody on that, or was that you 
talking? 

Mr. Exits. That is my opinion; yes, sir. 

Mr. Baxer. You say that the President of the United States was 
playing politics with national security ? 
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Mr. Exuis. I don’t think that is the situation. 

Mr. Baxer. Stated more bluntly, you said that the action of the 
President’s Cabinet Committee was born more of expediency than 

ity. 

"—.. Teak I think it was born of political expediency in this re- 
spect: It is well known, certainly in oil circles, that the pressure has 
been great on the Office of Defense Mobilization and the President’s 
Fuel ‘Policy Cabinet Committee since the national security amend- 
ment became law. The pressure on them has been terrific. I have 
never been of the opinion or was not of the opinion in 1955 that the 
level of imports had achieved such levels as to be endangering our 
national security. In that I differed with their findings. I therefore 
felt that, if such were not the case, in my judgment it had to have been 
born of political expediency. 

Now, eae to the President of the United States, I am quite sure 
that the President undoubtedly acted on the advice and recommenda- 
tions of his Cabinet Committee members who participated in those 
hearings. I am not imputing to the President of the United States 
anything detrimental. 

Mr. Baxer. But you do not subscribe to the statement that you 
would rather have the oil and gas depletion allowance than a license 
to steal ? 

Mr. Exits. No,sir. I would not put it that way. 

Mr. Baxer. Let us get down to a specific case. I produced a bill 
here a few days ago, H. R. 10887. Have you seen that ? 

Mr, Exits. I have not. 

Mr. Baker. Just reading the effective part of it: 

The total quantity of residual oil which may be imported into the United 
States, excluding oil for supplies for vessels at United States ports and excluding 
oil for manufacture and reexport in any quarter of a year, shall not exceed 
10 per centum of the total domestic demand for residual fuel oil for the corre- 
sponding quarter of the previous year as determined by the United States 
Bureau of Mines: Provided, That the quotas established under this subsection 
may be suspended by the President during any period in which he finds there is 
an inadequacy of fuel supplies to meet current national consumption. 

Do you or do you not agree with me that that is a mild approach 
to this problem ? 

Mr. Extis. I won’t agree that that is the approach to the problem, 
Mr. Baker. I will agree that it is milder. I think it is certainly 
a milder approach than the other amendments which have been pro- 
posed which have no elasticity in them to permit the President to 
change it. 

Mr. Baker. Interposing, Mr. Ellis, I introduced the same bill about 
3 years ago, I think, except I said 5 percent so that this is just half 
as rough as the one submitted 3 years ago, if it is rough at all. 

Mr. Exuis. Mr. Baker, I have been in this hassle here several years, 
as you have heard, and I have to live very closely with the people 
who handle that residual oil. As I stated, this morning, my people 
distribute 60 percent of that imported residual oil. I don’t believe 
the coal industry can make out a case today that they are suffering 
either any serious injury or that tha national defense is being affected. 

Mr. Baxer. Let me see. What is the price of residual fuel oil in 
Florida right now ? 

Mr. Exuts. I can’t tell you the price right now. 
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Mr. Baxer. Is it true that they lowered it 20 cents? Is it true that 
the price in Florida dropped 20 cents a barrel just a few days ago 
which is the equivalent of 80 cents to 90 cents per ton of coal? 

Mr. Exxis. I am advised that it did drop. As to the equivalent 
coal relationship, I am not familiar. 

Mr. Baxer. It did drop 20 cents a barrel. Did you know, Mr. 
Ellis, that at this very moment Florida Power & Light, due to en- 
couragement from Senator Martin and others and from me—I did 
not encourage them but I am trying to get a rate—is right now de- 
bating as to a large new installation for electric generator facilities, 
I believe at Tampa, involving millions of dollars, whether they will 
use coal or oil or residual fuel; and that figure right there may be 
the deciding point. 

Mr. Exuis. Well, on most of these facilities, particularly ae 
production facilities, the relative prices of residual oil and the laid 
down coast of coal oftentimes are determinative of which they buy. 
Most of these power facilities have dual facilities to one degree or 
another where they can alternate or switch. I don’t know about this 
particular one. 

Mr. Baker. We all know that the price and the cost of whatever 
the fuel may be is going to determine what a good hardheaded busi- 
nessman installs. Are you familiar with the “fact that a few weeks 
ago, last fall, meetings were held here in Washington by Members of 
Congress and railroad representatives seeking to alleviate employ- 
ment and stimulate coal production in Kentucky and Tennessee, as 
a result of which the Southern Railroad proposed to cut their rate 
from the place where I live in east Tennessee, and also in southern 
Kentucky either a dollar or a dollar and a half a ton into this Florida 
field so as to let this coal move into that market? 

You are familiar with that, are you not? 

Mr. Exxts. I don’t recall reading that. 

Mr. Baxer. It is a fact. The Interstate Commerce Commission 
granted the rate as an interim rate and then suspended it and it is 
now down for hearing at some date this spring. Yet, if this Florida 
Power & Light, or any other utility, is trying to decide what fuel to 
use, you say that cutting that price of residual oil 20 cents a barrel, 
the equivalent of 80 cents or 90 cents a ton for coal, does not affect 
the coal industry, bearing in mind that according to my figures there 
would be about 3 or 4 million tons a year involved in that particular 
proposition ? 

Mr. Exits. Congressman, I can only answer that in this way: Any 
time any competing fuel takes a customer away from coal it has an 
impact on the coal producer, and vice versa. 

Mr. Baker. Have you been around where I come from in the last 
year or two? 

Mr. Exis. I was in Knoxville about 8 months ago, I guess, and 
over in Johnson City. 

Mr. Baker. Were you out in the coal fields? 

Mr. Exits. No,sir. I wasn’t in the coal fields. 

Mr. Baker. You did know that there are thousands of unemployed 
coal miners there and over in the acting chairman’s district in the 
ninth district of Kentucky there are literally thousands of them out 
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One other thing: Do you or do you not favor section 7 of the Trade 
Agreements Extension Act of 1955? 

Mr. Exxis. I think there should be provisions in section 7 which 
would tend ot better insure that it was only used for national security 
rather than as a camouflage or coverup for some other purpose. 

Mr. Baxer. I forgot to ask you if your organization would favor 
my bill 10887. 

‘Mr. Extis. If we would what ? 

Mr. Baker. If you would favor enactment of this bill I introduced. 

Mr. Exxis. I could not answer that until I submitted it to the 
organization. 

Mr. Baxer. Will you circularize the membership ? 

Mr. Exxis. I would be glad to. 

Mr. Baxer. Now, still pursuing the coal proposition, last summer 
the bituminous coal industry or maybe all of the industry, sought 
relief under section 7 of the 1955 act. The Director granted that 
relief as to petroleum but not as to residual oil, the Director stating 
that the reason for this difference in position may be stated : “When T 
certified crude oil to the President I did not then, nor do I now, have 
reason to believe the level of residual oil imports represents threat- 
ened impairment of the national security. This is not to say that 
imports of residual oil are not higher than they were but only that I 
cannot find, as required by my ‘obligation, that. their impact upon 
the coal industry is such as to prov ide a basis for certification under 
section 7.” 

How much of the imports of residual oil increased over the last 
5 years ¢ 

Mr. Exxis. Might I confer and get some statistics on that ? 

Mr. Baxer. Yes. I would like to have that in the record, starting 
with 1954. 

Mr. Exxis. Starting with 1954. 1954, according to the statistics 
I have here, reflects an average daily importation of 353,000-plus 
barrels per day. 

Mr. Baker. How much for the year ? 

Mr. Extis. The total for the year. I don’t have the yearly totals. 
This is more commonly — in the industry on a daily average basis. 

Mr. Baxer. All right. Go ahead with the daily basis. What was 
it in 1954 for the daily basis? 

Mr. Exxis. That was 353,000-plus barrels per a 

Mr. Baxer. I will translate that into the year: 129,024,000 barrels. 
I am responsible for that figure, not you. W hat about the year 1955? 

Mr. Extis. Those figures are not here. I don’t have those figures 
for 1955. Ido have them for 1956. 

Mr. Baker. We need 1955 too. 

Mr. Exxis. For 1956 it is 442,000-plus barrels a day. 

Mr. Baxer. In 1955 there was an increase over 1954 of 22,911,000 
barrels. What about 1956? 

Mr. Exuis. That was the 56 figure just given. I did not have the 
1955 figure. 

Mr. Baxer. Translated on an annual basis, 1956 was 161,846,000 
barrels, an increase over 1954 of 32,722,000 barrels, displacing 38,- 
840,000 tons of coal. 

Now, give me something on the price over that same period. 
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Mr. Exuis. I am sorry, Congressman. I do not have the prices for 
that period. I might make this comment: That when we say that that 
much imports displaced that much coal, we have to presume some 
facts that don’t exist for a user who has a facility that will only burn 
residual oil and all he can put in that is residual oil, not coal, and coal 
will not burn in it. 

As a matter of fact, a lot of users of residual oi] burning equipment 
who have put in such facilities in new apartment and office buildings 
in the past several years do not even have burner facilities in those 
buildings if they wanted to convert to coal. 

Mr. Baker. I realize, Mr. Ellis, that the last statistics I have if 
translated into so many tons of coal, is more subject to the cold, hard 
fact of increase of actual imports and, as you say, would be a subject 
of execution. 

Now, I find a lot of people don’t realize this. I am not going in 
and out of this residual] oil and the difference in capital investment 
between your plants here and those down there, but there is no residual 
fuel oil as such produced in the United States, is there ? 

Mr. Exits. Oh, yes, about fourteen and a fraction percent of our 
total crude runs distilled in this country is residual oil. 

Mr. Baxrr. About 14 percent ¢ 

Mr. Ets. Yes, sir. 

Mr. Baker. Compared to what percentage in Venezeula ? 

Mr. Exxis. I don’t know the percentage in Venezuela. 

When you talk about Venezuelan oil in Venezuela you talk about in 
one instance refineries in Venezuela and in another instance you talk 
about Venezuelan Crude oil that has been transported to Aruba or the 
island of Curacao where it is refined there. The overall average in 
Venzuela, I am sure, is a higher percentage of that for a very good 
reason, that well over 50 percent of their production there is low grav- 
ity crude oil which even if it were refined in the United States would 
mean you would get a higher percentage yield of residual. We in this 
country enjoy the proposition that the greater portion of our crude 
oil is of the higher gravity crude out of which, with good refineries, 
modern refineries, we can maximize the yields of the higher type 
products and minimize the residual yield. 

Now, if we were running in this country comparable gravities of 
crude—I don’t know—our percentage of residual yield in this country 
might be 30 or 40 percent. 

Mr. Baker. I believe the gentleman might be able to give you that 
figure as to the proportion of residual in Venezuela as compared to 
14 percent in the United States on crude oil. 

Mr. Exuis. The figure that he was showing me was for the year 
1956, that we produced 386,777,000 barrels of residual oil in this coun- 
try and we imported approximately 157,872,000, so that we produced 
in this country more than twice as much residual oil as we imported. 

Mr. Baxrr. Now, can you give me that other figure, the relative 
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figure in Venezuela of residual as compared to crude in the United 
States. 

Mr. Exxis. The Venezuelan yield will run anywhere from 40 to 50 
percent on an overall average. 
Mr. Baxer. That is what I thought. 
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Mr. Exx.is. However, on some of that crude that comes out of the 
lakeside there, 12, 14 gravity crude, about all you can do is skim 
the naphtha off it and it will run 90 percent residual. 

Mr. Baxer. They skim off the naphtha and the rest is nattha, and 
that would be 90 percent. When I mentioned a while ago a fact that 
js not too well known, apparently—isn’t it a fact that none of this 
residual oil is used in residential heating or in ordinary usage, that it 
is all used in heavy installations such as electric power generating 
units and things like that? 

Mr. Exxis. No, sir. There is quite a bit of this used in apartment 
and office buildings and industrial heating facilities. I might add, 
Mr. Baker, that I have some jobbers here who handle residual oil 
and they can tell you more about the types of customers and the 
general usage than I could. They will appear after me. 

Mr. Baxer. That is all. 

Mr. Grecory. Mr. Ikard will inquire. 

Mr. Ixarp. I would like to read to you an excerpt from a statement 
that was made before the Administrator of the voluntary program on 
the 17th of January by a distributor and producer from New Eng- 
land. I want to read a couple of paragraphs here, and I would be 
interested in having your comment. It says: 

In 1948, the United States became a net oil importer. As oil imports grew, 
they exerted increasing pressure on the New England market. In 1950, the ever- 
mounting pressure weakened the structure of gasoline prices and turned New 
England into the most chronically depressed oil market in the United States. 

Contributing to the deterioration of the New England oil market into chaos was 
the forceful entrance into this region of a prominent major oil company new- 
comer operating almost exclusively on imported crude. This newcomer used the 
economic leverage gained from lower-cost imported crude to price-drive himself 
into a substantial position in the New England market. This price-drive aggres- 
sion for the business of companies already established in the market did not go 
unchallenged. This battle has become destructive to the interests of the Ameri- 
can people as a whole. 

I just would be interested in knowing if you had any comment to 
make on this statement. 

Mr. Exxis. My comment on that would be this: I think the gentle- 
man has placed the sole blame of some chaotic market conditions in 
New England in the wrong place. As I said this morning, you don’t 
sell crude oil to an automobile driver. You sell him gasoline and the 
difficulty comes when you refine more gasoline than the market can 
absorb. 

Now, then, what has happened in New England by way of gaso- 
line price wars in reality was brought about in the area that this gentle- 
man is talking about by a battle between Sun Oil Co. and some private- 
brand retailers. 

Mr. Ixarp. I did not hear that. 

Mr. Exits. The Sun Oil Co. and what we call private brands; that 
is, not one of the nationally advertised brands. They have had a 
mess in that market for the last 3 or 4 years. Asa matter of fact, there 
is no lock on such conditions. As similar condition prevailed in Den- 
ver, Colo., where there is not one pint of imported oil affecting the 
market. A small independent refiner broke the Denver market and 
kept it wrecked for well over a year so that, when you say that the 
causes are attributable to excessive imports, we have these same con- 
ditions wherever you have people trying to pour more of a product 
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into a market than it will absorb and others who are trying to hold 
their position in the market. The importation of crude oil had little 
if anything to do with that situation in my judgment, Mr. Ikard. 

Mr. Ixarp. And it is your idea then as I get it, that the fact cer- 
tainly is that there is a great deal of oil imported and processed in the 
refineries and which ultimately reaches the domestic market in the 
form of gasoline but that that does not contribute to this oversupply 
you mentioned. 

Mr. Exits. Well, any time you pour an excess amount of a product 
into the market, you have oversupply regardless of the source of raw 
material that made up the product. 

Let us assume this: Suppose in the morning we cut off every barrel 
of imported crude coming into this country. 

Now, on the basis of ¢ urrent receipts of imports, that would amount 
to some 800,000 or 900,000 barrels of crude. Let us say that we were 
on balance in supply in this country as far as products were concerned. 

Mr. Ixarp. We are not. 

Mr. Extis. No; we have an oversupply of gasoline and every other 
product. 

Mr. Ikarp. That is what I understood you to say. 

Mr. Exxis. I said we will assume for the purpose of this illustration 
that we are. The only thing that would be necessary would be to 
overproduce crude in this ¢ ountry and pour it through those refineries 
at rates which create an excessive condition. We would cut off every 
barrel of crude oil this morning that is coming into this Nation and, 
according to the figures introduced here by the independent domestic 
producers, we still have an excess productive capacity available to 
produce the same conditions. 

Mr. Ixarp. You are talking about excess productive capacity. But 
under our different regulatory bodies in the States we have a mecha- 
nism, with which I understand you do not agree, but which would 
prevent overproduction at least in the large producing areas. Is that 
true? 

Mr. Exxis. You have the mechanism but the condition of the mar- 
ket today is evidence of the fact that the mechanism has not been 
utilized. 

Mr. Ikarp. We have some bills, Mr. Ellis, to vote on. 

Mr. Grecory. We must go to the floor. The committee will stand 
in recess for 20 minutes. 

(Brief recess. ) 

The Cuarman. The committee will please come to order. 

Mr. Ellis, you will resume the chair, please. 

Mr. Keogh will inquire, Mr. Ellis. 

Mr. Krosu. Mr. Ellis, I would 1i ke first to recall for the record my 
pleasant recollections of your service as general counsel to the sub- 
committee of the Small Business Committee during which time you 
approached your duties with such zeal and with such a judicial at- 
titude. I would like to ask you does a recitation of the number of 
barrels imported per day give one the full picture or should that state- 
ment be further refined ? ; 

Mr. Exxis. Very definitely, Mr. Keogh, it bears further refinement 
and explanation to arrive at the real total overall effect or impact of 
that amount of barrels. 
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It has to be related to a lot of things. 

Mr. Kerocn. I would like to ask you this question, then: Do you 
have any information indicating the number of homes that have been 
built in this country in the last. 10 years that have provided for coal- 
burning facilities ? 

Mr. Exxis. I don’t have the exact statistics, but if I recall correctly, 
of the new homes that have been built in areas where adequate gas 
supplies were available, approximately 98 percent of those homes had 
installed in them gas-heating facilities and not oil-burning or coal- 
burning equipment. 

Mr. Keroau. Thank you very much, Mr. Chairman. 

The Cuamman. Are there any further questions of Mr. Ellis? 

Mr. Ikard, Mr. Chairman, I think Mr. Ellis will correct me when 
I say didn’t we have an un: inswered question when the bell rang. 

The Cuamman. I apologize to the gentleman. I did not know. 

Mr. Ixarp. I had just one more question. I don’t remember 
whether I asked it or not. 

To go back, Mr. Ellis, to where we were talking about the fact that 
the oversupply or the abundance of stocks was caused by too much of 
the raw product being run through the refineries, you recall that ~~ 
briefly stated that, even assuming that we stop oil imports and su 
ply, the entire domestic dem: nd from domestic production, that in 
that event we would have excessive stocks. 

Mr. Extis. It would be possible to have excessive stocks. 

Mr. Ixarp. That is what I am implying, yes. But when we talk 
about this excessive amount of crude are we not really saying that the 
real basic reason for it is the competition between the cheap foreign 
supplies as against the higher priced domestic supplies. Is that not 
one of the reasons, certainly not the only reason, but is that one of 
the reasons which has caused this great build-up of inventories of 
finished products with which I know you are well acquainted ? 

Mr. Exuts. I will have to answer that in this way, Mr. Ikard: When 
you talk about cheap foreign oil, well, there is some foreign oil that 
may be cheap relatively spe: aking, there is some foreign oil that the 
cost of producing that oil may be quite comparable to that in the 
United States so that I think we have to get over to source of origin. 

Mr. Ixarp. Let us stop right there and dev elop that idea a ‘little. 
Let us take it by areas. Let us take the nearest production, and I 
speak of the cost of producing the oil. 

Can the oil in the Near East be produced in your judgment, or is 
it produced cheaper than American oil is? 

Mr, Exits. I cannot testify to that as of my own knowledge, Mr. 
Ikard. 

Mr. Ixarp. You have never seen figures on it so that you do not 
know about the Near East situation ? 

Mr. Exuis. I have heard words bandied about in the industry on 
it, but I cannot personally testify to those figures. In order not to 
appear to be evading your question, I think it is generally considered 
in the industry rightly or wrongly, that Middle East oil is a cheaper 
oil than oil from the United States or other sources in the Western 
Hemisphere, but I cannot verify that. 1 would like to add that when 
you go to talk about cheap oil in the Middle East it is not merely the 
cost of drilling a well in the Middle East and the day-to-day cost of 
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production. The question of whether it is cheap or high depends on 
whether or not the producer is able to continue product ing from that 
well until it is exhausted. 

In brief, if American companies were thrown out of the Middle 
East tomort row, I expect they would be in the hole for what they had 
spent in the Middle East. 

Mr. Ixarp. And if by the same reasoning the domestic producers 
production is held down on account of imports his cost goes up, too, 
don’t they, by the same identical reasoning ? 

Mr. Exxis. Wherever you reduce your - volume of production as re- 
lated to what you can produce? 

Mr. Ixarp. ‘Without a proportionate reduction. 

Mr. Exxits. Then your unit cost goes up. 

Mr, Ixarp. If you are not familiar with the prices in the Near Kast, 
then, Mr. Chairman, I think that is all. 

Mr. Exxis. I w ould add if you don’t mind that it is generally con- 
sidered that the price or cost of oil originating in C anada and Vene- 
zuela is more nearly consistent with the cost of producing in the 
United States. 

Mr. Ixarp. I think that is true. 

That is all, Mr. Chairman. 

The Cuareman. Are there any further questions ? 

If not, Mr. Ellis, we thank you for coming to the committee and 
giving us the benefit of your views and those of your organization. 

Our next witness is Mr. Harry B. Hilts, secretary, Empire State 
Petroleum Association. 

Mr. Hilts, for purpose of this record will you identify yourself by 
giving your name, address and affiliation. 


STATEMENT OF HARRY B. HILTS, SECRETARY; ACCOMPANIED 
BY JOHN LICHTBLAU, ECONOMIST, EMPIRE STATE PETRO- 
LEUM ASSOCIATION, NEW YORK, N. Y. 


Mr. Hints. Mr. Chairman, may I introduce Mr. Lichtblau, who is 
an economist with our association. 

My name is Harry B. Hilts. I am secretary of the Empire State 
Petroleum Association, located at 122 East 42d Street, New York, 
Ba: 

Mr. Kroeu. Mr. Chairman. 

The Cuarrman. Mr. Keogh. 

Mr. Krogu. May I be permitted to remind the members of the 
committee that Empire State is another way of saying the great State 
of New York. 

Mr. Hirrs. That is right, Mr. Keogh. 

The Cuarrman. Can you conclude your remarks in the 15 minutes 
we have allotted to you? 

Mr. Hints. Yes. sir. 

Our organization, now in its 18th year, is made up of jobbers and 
distributors of petroleum products who supply gasoline, diesel fuel, 
and heating oil for use in transportation, home and space heating, 
and industrial plants. 

Because of our great concern with the problem of oil imports, we 
have undertaken, in cooperation with another organization, a com- 
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prehensive study of all segments of this problem. This study is 
about to be completed and - we will avail ourselves of the privilege 
offered by this committee and submit it for the record before the 
deadline of March 21. 

At this time I would like to touch briefly on a few selected key 
issues from this study. 

First of all, I would like to urge strongly that the oil import prob- 
lem be pl: aced in its proper perspective in regards to the reciprocal 

trade legislation before this committee. 

The United States oil industry is at this moment, unfortunately, 
not in very good health. Such a situation always tends to put the 
advocate of free trade in a difficult position, for the curtailment of 
imports at such times often seems like a simple expedient to help 
the domestic oil industry out of its trouble. I would like to say most 
emphi utically that this is a misconception. 

Since the legislation under discussion here is of vital national im- 
portance, as the President and the leaders of both parties have re- 
peatedly stated, this country might be seriously harmed if a tem- 
porary economic recession were allowed to influence our long-term 
foreign trade policy. 

The domestic oil producers are currently in difficulty for the same 
reason for which oil refiners and distributors and steel, automobile, 
and paper manufacturers, et cetera, are in difficulties, and the same 
reason for which we have 4.5 million unemployed. Demand has re- 
mained stagnant while productive capacity has increased. This has 
caused a decline in industrial production, including that of oil, 
throughout the Nation. Imports are certainly not the cause for this 
decline. 

In the oil industry the present stagnation is clearly related to the 
fact that the volume of domestic demand, which had increased at an 
average annual rate of 5 percent since 1946, showed virtually no in- 
crease last year. As a result, domestic production also rose by only a 
fraction of 1 percent. Imports of crude oil were equally affected 
by this situation, since on a net basis—that is imports minus ex- 
ports—they were no higher than in the previous year. In fact, if 
we exclude the West C oast, whose oil problems are of a totally differ- 
ent nature, gross crude oil imports actually declined by about 3 
percent in 1957. 

This direct cause-and-effect relationship between domestic demand 
and domestic supply has always existed in the American oil industry. 
Whenever domestic output failed to, at least, match that of the previ- 
ous year, domestic demand invariably followed the same course. Thus, 
up to this day, oil imports have never threatened the survival, nor, 
indeed, the health of the domestic crude-oil industry. 

If this were not the case, and if it were clear that oil imports are 
bankrupting the domestic oil producers, we would certainly not be so 
stanchly in favor of imports. For, as members of the oi] industry 
and as citizens, we believe that our national secur ity requires the main- 
tenance of a substantial level of domestic oil production. 

This brings me to the second point I would like to discuss here; 
namely, the true extent of competition between the domestic producer 
and the crude-oil importer. First of all, about one-quarter of the 
crude oil imported into the United States is of much heavier gravity 
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than most of our domestic crude oil, and is imported for the specific 
purpose of producing residual fuel oil. It is, therefore, a ditferent 
type of product than domestic crude oil and does not compete with it, 
since the residual fuel oil produced from domestic crude oil is pur- 
posely kept at the technically feasible minimum level by most refiners. 

A most important factor limiting the impact of foreign oil on the 
domestic producer is the fact that he invari: ibly also produces natural 
gas and natural-gas liquids. The latter is extracted from the wet 
natural gas at the wellhead. Crude oil and these two products are 
found by the same methods and under the same geological conditions; 
one-third of all natural gas is even produced from the same wells as 
crude oil. Thus, they are joint products, for each of which a ready 
market exists within America’s energy-demand pattern. 

The domestic producer’s economic well-being and incentive for ex- 
ploration are, therefore, related to the market demand for all three 
of these hydrocarbons and not just one. 

The economic importance of natural gas to domestic producers is 
shown by the fact that in 1957 they marketed 10.6 billion thousand 
cubic feet of natural gas at an average value of 11.2 cents per thousand 
cubic feet. In addition, they enjoyed sales of about 800,000 barrels 
daily of natural-gas liquids. The combined wellhead value of these 
two gaseous hy drocarbons amounted to an estimated $2 billion, com- 
pared to $8.1 billion for the wellhead price of all domestic ally pro- 
duced crude oil. The two gaseous products contributed, therefore, 
about 20 percent of the gross income of the oil and gas producing 
industry in 1957. 

Though crude oil is still the most important of the three, the share 
of the other products in the total is rising rapidly. In the postwar 
period, natural-gas production has grown at an average annual rate 
of 9.5 percent compared to 3.9 percent for domestic crude-oil output. 

A point of great importance is the fact that ali three hydrocarbons 
are competitive in many of their uses. This competition affects the 
domestic producer, who supplies them all, only to the limited extent 
to which his earnings from one product are higher than from another. 
However, the oil importer, who supplies only one type of hydrocarbon, 
feels the full impact of this competition, since his actual and potential 
market is reduced whenever a consumer chooses natural or liquid gas 
in preference to crude oil and its derivatives. Many east coast oil 
distributors who handle products made from imported oil have seen 
their sales decline for just this reason. 

Since the bulk of all hydrocarbons are competing in the same mar- 
ket, it is clear that imported oil is by no means the only product which 
has cut into the domestic oil market and coal market. 

Having grown three times as fast as domestic crude oil output in 
the postw ar period, production of natural and liquid gas now con- 
tributes nearly 30 percent of total United States energy requirements. 
This share would otherwise have been filled largely by domestic crude 
oil. Therefore, the domestic oil producer’s own sales of other hydro- 

carbons are far more responsible for whatever displacement of 

domestic crude oil has taken place in our energy supply pattern than 
imported crude oil which contributes only 5.5 percent of America’s 
energy requirements. 
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In the last 10 years total crude and refined oil imports rose by 1.1 
million barrels daily while dry and liquid natural gas sales rose by 
3.3 million barrels daily. Production of natural gas liquids alone 
has increased by 611,000 daily on a crude oil- -equivalent basis in the 
area east of ¢ ‘alifornia since 1948. 

That sentence means that natural gas, likewise, has displaced 611,000 
barrels daily of crude oil. 

During the same period crude oil imports east of California grew 
by only 382,000 barrels daily. 

If Congress believes, therefore, that the domestic oil producers need 
relief, it ‘could accomplish far more by removing the Government- 
imposed restrictions on the wellhead prices of natural gas than by the 
most stringent oil-import restrictions. This applies equally to coal- 
mine operators whose sales have also been hurt by the price of natural 
gas. 

At present, gas prices reflect neither true cost nor true market value. 
In terms of energy provided, the average wellhead price of natural gas 
is now only one-fifth of that of crude oil. Yet, the methods of find- 
ing and producing it are approximately the same. 

Thus, an end or at least a significant relaxation of the Federal 
Power Commission’s control over producer prices would greatly help 
to restore the economic health of the domestic oil and gas producing 
industry. It would also provide a strong incentive for further 
domestic exploration efforts, not only for natural gas but for oil as 
well, since, as I pointed out before, all petroleum hydrocarbons are 
found under the same conditions and by the same means. This is 
most pertinent to the oil import problem, since one of the most fre- 
quently used arguments for curtailing imports is the supposed need 
to encourage domestic exploration. 

I submit, therefore, that freeing natural gas prices from Federal 
control at the point of production would put an end to all serious con- 
tentions that the current level of oil imports threatens to impair the 
economic welfare of domestic producers and our national security. 

Unlike the imposition of oil import restrictions, which would con- 
tradict our official adherence to the principle of free trade and would 
also seriously hurt many oil refiners, distributors, and consumers, the 
freeing of natur al gas prices would hurt no one, not even the final 
consumer, since in most parts of the United States gas is sold under 
such competitive conditions that it could never be priced monopo- 
listically. 

I realize that this committee is at present not concerned with natural 

gas legislation. But I brought the subject up because I would like to 
impress upon you gentlemen the fact that whatever one may hope to 
accomplish by 1 restricting oil imports can be accomplished far better 
and with far fewer negative consequences by permitting the domestic 
producer to earn a fair return from natural gas output. 

Next, I would like to discuss briefly some regional aspects of oil 
imports. 

imported oil differs from most other imported commodities in its 
unequal distribution throughout the country. Virtually all of it 
is processed and end-consumed at or near its point of entry. This 
means that the nearly 40 percent of United States refining capacity 
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without access to tidewater or to the Canadian pipelines is the exclu- 
sive market of the domestic crude oil producer. 

The oil importer, on the other hand, has no such exclusive market 
since, except for some northwestern. refineries, no United States 
plants use foreign oil only. The one area where more foreign than 
domestic crude oil is used is the United States east coast. But, since 
this area receives far more oil products shipments from the gulf coast 
than from abroad, its total oil consumption is made up of about two- 
thirds domestic oil and one-third foreign oil. On a value basis, the 
domestic share is still much higher since the products supplied from 
the gulf coast are considerable more valuable than those from abroad. 
Thus, even the east coast, which accounts for over 70 percent of total 
United States crude oil imports and nearly 100 percent of products 
imports, draws most of its oil needs from domestic sources. In fact, 
the share of foreign crude oil used in east-coast refineries has slightly 
declined since 1955. 

The fairly steep growth in national oil imports in the last few years 
is therefore mainly due to west coast developments. However, west 
coast imports do not displace domestic crude oil. They are the result 
of two special factors: the permanent decline in California’s own oil 
production and the fact that the west coast cannot be economically 
supplied from any other major domestic producing area. 

It would, therefore, be misleading to jedan the oil imports problem 
on the basis of recent national statistics which reflect largely the in- 
crease in west coast oil imports. 

Yet, if the west coast is excluded, United States oil imports in the 
last 3 to 4 years cannot be said to have grown at a rate which threat- 
ens the domestic producer. 

Finally, I would like, with your permission, to make a few points 
on the all-important subject of national security and oil imports. 
Here, I would like to confine myself to dispelling the concern some- 
times voiced that oil imports may make America so dependent on 
foreign supply sources as to render it strategically vulnerable. In 
evaluating this potential danger, we must ask under what circum- 
stances the United States could be cut off from a large share of its 
total oil needs. 

In 1956 some 77 percent of total United States oil imports were 
obtained from Western Hemisphere countries. Some of these coun- 
tries are actually better located to several of America’s most impor- 
tant oil-consuming areas than any major domestic oilfield. Thus, 
Venezuela and the Dutch West Indies are nearer the east coast than 
any Texas port. Likewise, refineries in the northern parts of Michi- 
gan, Wisconsin, and Minnesota are easier supplied from Saskatchewan 
than from midcontinent fields. 

A similar situation exists on the west coast. The States of Oregon 
and Washington are more accessible to the oilfields of Alberta than 
to any domestic fields. The importance of this consideration to our 
national security has been officially recognized by the Office of Defense 
Mobilization. It granted rapid tax writeoff certificates to Washing- 
ton refineries designed to process Canadian crude oils. Canadian oil- 
fields also represent the most strategic outside supply source for the 
State of California. 
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Considered from the viewpoint of logistics, these factors mean that 
if a hot war were to break out now, nearly four-fifths of America’s 
total oil imports would be no more—and in some instances less—en- 
dangered by enemy naval or air action than if they were replaced out 
of domestic sources. Since Western Hemisphere oil suppliers have 
considerable producing capacity in reserve, they could quickly make 
up any possible loss of imports from the Middle and Far East result- 
ing from enemy action. 

While much of our foreign oi] can thus be assumed to be available 
under no less favorable conditions than domestic oil in a national 
emergency, it may well be that in a nuclear war the availability of 
crude oil would not even be a significant factor. Most military ex- 
perts agree that in a war in w hich United States territory and ad- 
jacent areas would come under direct attack from enemy naval and 
air power, the use of nuclear weapons by both sides could hardly be 
avoided. The human and material destruction caused: by such war- 
fare would be so enormous that the problem of immediate physical 
survival would push the problem of petroleum supplies completely 
into the background. Furthermore, the potential enemies of the 
United States are reported to have atomically powered submarines 
under construction which can launch nuclear rockets from underwater 
positions over a distance of several hundred miles. Thus, it would 
seem that our coastal oil refineries, which make up the bulk of our 
refining capacity, are no more safe ‘from enemy action than oil tank- 
ers moving from Latin America to the east coast or from western 
Canada to ( ‘alifornia, or, for that matter, from the gulf coast of 
America to the east coast. 

The possibility that the United States might be simultaneously de- 
prived of all its overseas oil supplies under - conditions not involving 
& major war, is virtually nonexistent. It is conceivable that certain 
local conditions abroad in Venezuela, in Indonesia, or in the Middle 
East might temporarily cut off oil exports from. any one of these 
areas. However, this would not seriously affect national security 
since each of the foreign oil supply areas usually has considerable 
excess producing capacity on Me: ip so that the loss of one area could 
be compensated by higher shipments from the others. 

This access to'a number of widely dispersed foreign areas is one 
of the best guaranties against America’s ever having to submit to 
foreign politics 11 or economic coercion in order to be able to import oil. 
The continuing worldwide oil search effort of American companies, 
currently stretching from Alaska to Paraguay and from Australia 
to west Africa, is bound to increase the number of foreign oil supply 
sources. The United States is thus likely to have an “increasingly 
diversified base from which to draw its imports in the future. 

In view of these facts, it is our opinion that oil imports do not con- 
stitute a present threat to this country’s national security, nor are 
they likely to do so in the foreseeable future. 

The Cuamman. Does that conclude your statement ? 

Mr. Hiuts. That does. 

The Cuarrman. Are there any questions of Mr. Hilts? 

Mr. Ikard will inquire. 

Mr. Ixarp. Mr. Hilts, you have a very interesting statement. 
While I cannot agree with all you say about imports, it is refreshing 
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to see that you recognize another problem that confronts the indus- 
try, particularly in the production of natural gas, and also that you 
state here a truth that has been so little recognized, particularly in 
the prejudicial atmosphere that has been created and prevents the 
objective consideration of that legislation, when you say that the free- 
ing of natural-gas prices would hurt no one, not even the final con- 
sumer. I congratulate you, sir, on that statement. 

That is all, Mr. Chairman. 

Mr. Hints. We feel very strongly that way, Mr. Congressman, 

The Cuatrman. We thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Our next witness is Mr. Paul Schultz. 

Mr. Schultz, please come forward, sir, and give us your name, 
address, and the capacity in which you appear, for the record. 


STATEMENT OF PAUL R. SCHULTZ, PRESIDENT, OKLAHOMA INDE- 
PENDENT PETROLEUM ASSOCIATION, TULSA, OKLA. 


Mr. Scuuttz. My name is Paul Schultz. I am the president of 
the Oklahoma Independent Petroleum Association. I am located in 
Tulsa, Okla. 

The Cuarrman. Mr. Schultz, I notice we allotted you 5 minutes. 
Can you complete your statement in that time? 

Mr. Scuutrz. I am going to put both my statement and the state- 
ment of Mr. George Bruce, who is last on the list for today, into the 
record, and I would like to take slightly more than 5 minutes so I 
may cover both topics. 

The Cuarrman. All right. Both statements will appear in the 
record. 

I understand Mr. Bruce will not be with us today. 

Mr. Scuvtrz. That is right. 

The Cuarrman. How about recognizing you for 7 minutes? 

Mr. Scuvtrz. Thank you. 

Lam president of the Oklahoma Independent Petroleum Associa- 
tion; also president of the Blackwell Oil & Gas Co., a company which 
has been engaged for 53 years in the exploration for and production 
of crude oil. 

I am going to completely do away with my statement as I had it 
written, and concentrate on a few different ideas that have come to 
mind in the last few days. 

I mention in my statement. what has happened in Oklahoma with 
regard to employment, the decrease in income that is affecting the 
State, and other factors which have been brought out in other testi- 
mony in other areas of the country. I thought maybe we might just 
forget about all the figures that have been quoted and get down to 
looking at the problem that exists here today, without all the frills 
and statistics connected with it. 

It seems to me that the committee is considering 1 of 2 alterna- 
tives. The first is, let foreign oil in in unlimited quantities, and 
actually encourage the importation of foreign oil. 

Temporarily, I would agree that this would bring about lower 
prices to the consumer in the form of his product. Maybe he would 
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get his prices at 10, 15, or even 20 percent below what he is getting 
them at now, because I think—and I think most of the independent 
producers w ould agree with me—that the domestic industry cannot 
compete economically with foreign oil imports. 

If we do that, what is the net result ? 

First of all, we would wreck the domestic industry. And why 
would we w reck the domestic industry ? 

First of all, the small wells, the stripper wells and those wells op- 
erating at small capacity with high operating costs would be put out 
of existence. The reserves on which those wells draw would be lost 
to the Nation forever. 

Secondly, we would stop exploration and development of new re- 
serves in this country because, admittedly, we cannot find oil reserves 
in this country as cheap as they can be found in other areas of the 
world. 

For 5 years we have steadily seen a decrease in the amount of ex- 
plor ation activity in the United States. Since 1952 the geophysical 
activity in this country has dropped by 25 percent. Historically, 4 to 
5 years after the decrease in exploration activity we will see a dropoff 
in the actual drilling of producing wells. This has occurred for the 
first time in 1957. So we are now seeing the results of what we did 
not do in 1952. 

The second alternative we have other than to encourage or actually 
bring in excessive foreign oil imports in order to try to temporarily 
lower the price of oil in this country would be to say that oil is a vital 
necessity for national security. 

If oil is necessary for national security, then it is necessary that we 
have reasonable import restrictions, and we believe that the 1954 
relationship represents such a reasonable restriction. Prices will con- 
tinue to be reasonable, and we have built-in safety valves in this coun- 
try of ours which will automatically prohibit the price of oil getting 
out of reason. 

I have heard witnesses previously in other congressional hearings 
and elsewhere testify as to the fact that we are running out of oil, oil 
is getting harder to get, it is more expensive to find, the profits of the 
industr Vv “have been low and they are getting lower. 

But there is no truth to the old fairy tale that the United States 
is running out of oil. And, even if we do ever reach a point where 
we cannot find enough oil reserves to meet the country’s requirements, 
we have built in within our country a source of oil shale, tar sands, 
and a supply of coal which automatically put a ceiling on how high the 
price of crude oil can get before alternate supplies ‘of raw materials 
would be available for domestic: lly produced commodities which 
would replace the materials we have at hand. 

So, basically, the problem that exists is do we want temporarily 
lower prices or do we want a firm security built into our country. 

I say, as I have said frequently here in the last several minutes, 
temporarily lower prices, because in my opinion if we ever let the oil 
industry of this country or the oil business of this country get com- 
pletely dependent upon foreign crude, we have seen what has hap- 
pened in the Middle East where we are now on a 50-50 deal, and we 
have seen what has happened in other countries of the world, and if 
we ever got to the position where we had to have the oil, I wonder 
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how long we could continue to have cheap foreign oil coming into this 
country. 


Mr. Chairman, I think that concludes the items I had to mention, 
(The statements referred to follow :) 


STATEMENT OF PauL R. ScHULTZ, PRESIDENT OF THE OKLAHOMA INDEPENDENT 
PETROLEUM ASSOCIATION 


My name is Paul R. Schultz. I am president of the Oklahoma Independent 
Petroleum Association. I am also president of the Blackwell Oil & Gas Co., a 
company which has been engaged for 53 years in exploration for and production 
of crude oil and natural gas. I am testifying on behalf of the Oklahoma inde- 
pendent producers and as a representative of my own company. 

My statement will be confined to a discussion of some of the problems of the 
Oklahoma oil industry, of some of the relationships of Oklahoma’s problems 
to those of the United States oil industry as a whole, and of the effects of 
ever-increasing foreign imports upon both. 

In studying the effect of the Trade Agreements Act and the results of its 
extension, two important factors must be considered. First, and foremost, is 
national defense and second, the national economy. The two factors are inter- 
related because a democratic nation cannot successfully prepare for its defense 
without a healthy domestic economy. 

Currently an oversupply of crude oil and products plagues Oklahoma and the 
Nation. Both Oklahoma and the Nation have capacity to produce petroleum 
far in excess of present producing rates. In addition, the world, other than 
the United States, has capacity to produce petroleum far in excess of the amount 
necessary to supply present world markets outside of the United States. Our 
immediate problem is a result of the fact that crude oil produced outside of 
the United States seeks, and for many years has sought, to enter the most favor- 
able petroleum market available, which is of course the American market. This 
natural characteristic of products to seek the best market is the primary cause 
for the burgeoning increase in the quantities of oil imported into the United 
States in recent years. 

Surplus producing capacity in the United States was originally developed by 
domestic producers in response to the requests of the defense agencies who 
indicated that a large reserve producing capacity would be needed in case of 
emergency. No subsidy has ever been granted to the producer, and none has 
ever been sought by him, for the creation of this reserve capacity for security 
purposes. We are now in the position that maintaining excess reserve capacity 
in the face of ever-increasing imports is an insupportable burden on domestic 
producers. 

To the difficulties of maintaining excess producing capacity for security 
purposes in competition with increasing imports, has now been added a reduc- 
tion in the rate of growth of the domestic petroleum market, and the present 
crisis in the oil industry has resulted. The various State regulatory bodies 
have reduced the volume of oil to be produced for the month of March to 
extraordinarily low levels. The Oklahoma Corporation Commission has entered 
a market demand order to reduce crude runs by 45,000 barrels per day in March. 
To effect this order, all wells in the State, regardless of size or character, are 
to be restricted to producing only 89 percent of the amount of oil which they 
produced during January. Three categories of wells are critically affected: 
(1) The production of stripper wells, which already produce only small amounts 
of oil each day, is to be further reduced. Many stripper wells cannot be oper- 
ated economically at a reduced rate and will probably have to be abandoned, 
causing a direct loss in State and national reserves. (2) Wells producing large 
volumes of salt water with only small volumes of oil are to be restricted, and 
in the opinion of many engineers, the ultimate recovery from these wells will 
be seriously affected. (3) For the first time in the history of Oklahoma’s con- 
servation program, the production of secondary recovery projects, such as 
waterfloods, is being prorated. Only one other State regulatory body, the 
Kansas commission, has ever prorated waterfloods. The Kansas commission’s 
order was soon revised to exclude ‘waterfloods because ample evidence proved 
that this procedure would result in a permanent loss of State and national 
reserves. New Mexico and Texas regulatory bodies, on hearing evidence of 
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the detrimental effects that would result, have consistently rejected any action 
to prorate secondary recovery projects. 

The Oklahoma corporation commission acted to reduce production from all 
wells in the State by 11 percent as compared to their January production. Ifa 
reduction were to apply only against the larger wells in the State, a 45-percent 
decrease in allowable would have been necessary. The commission recognized 
that further curtailment of the larger wells, already producing at roughly half 
capacity in January, would deter further development and exploration for these 
more costly reserves. 

Oklahoma is only one of several States that has made drastic reductions in 
its daily production. Other oil producing States of the Southwest have re- 
duced allowables for March, as compared with February, by some 660,000 
barrels daily, representing a decrease in tatol gross income to producers and 
royalty owners of about $2 million per day. 

The impact of this $2 million per day reduction is felt in the everyday econ- 
omy of each State, but even more important than the impact on the economy 
is the effect on future reserves. Sixty cents of every dollar taken out of the 
ground by the oil industry goes back in, to explore for further reserves. Con- 
sequently, the industry in just 5 States is reducing its search for more oil 
by more than $1,200,000 each day. This figure reflects the result of only 1 
month’s reduction and tells only part of the story. 

A great segment of the economy of our section of the country is geared to 
the production of crude oil. In Oklahoma 67 of the 77 counties produce oil. 
Petroleum represents about 92 percent of our mineral wealth. Over 70,000 
people are directly employed in Oklahoma’s oil industry and receive over $300 
million in salaries and wages each year. The economic, educational, and cul- 
tural life of the people of every community in our State is greatly influenced by 
the oil industry. 

The economic life of the people of our State is directly affected by the pres- 
ent crisis. Also vitally affected, is the economy of the State government itself. 
The State of Oklahoma, through its gross production tax, receives a direct rev- 
enue of 5 percent of the value of all oil produced within the State. This revenue 
is applied to maintain our schools, highways, welfare funds, et cetera. The 
welfare and progress of any State or community is geared to its industries, and 
Oklahoma’s oil industry is the major industry in the State. 

Unemployment in our industry is increasing every month. Some of our larger 
service companies have reduced their workweek to 35 hours and in addition have 
had to reduce their personnel. Increasing unemployment in the oil industry is 
in good part traceable to and proportionate to increasing foreign imports. This 
unemployment is not confined to ordinary labor; a good percentage of our 
technical personnel is entering other industries. History is all to clear on 
this: if an emergency demands all-out effort from the oil industry, our lost 
technical personnel will have to be retrained or replaced, a heavy burden on 
any industry. 

The following information, based on figures from the Oil & Gas Journal, 
compares total wells drilled, wildcats drilled, and the number of active rigs in 
the United States and in Oklahoma during 1956 and 1957: 


Total wells drilled 


United States Oklahoma 
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Active rotary rigs (last week of year) 


United States Oklahoma 
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Active rotary rigs (current) 
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The recent annual review issue of the magazine World Oil reviews the recent 
history of most aspects of the oil business and makes certain predictions for 
1958. Historically, this magazine has been quite accurate in its forecasts. 
World Oil predicts for 1958 a continued decline in the total number of wells 
to be drilled and of wildcat wells to be drilled, as well as a further decrease in 
geophysical and exploration activities. If these predictions prove correct, this 
can only result in a decline in the reserves which will be found and developed 
in the United States in the near future. This decline, in an industry which 
for national defense must be maintained at a high level of activity, is cause for 
great concern. Effective remedies must be found immediately. 

We, as an industry, are going backward, not forward. We are being required 
to contribute to a higher economy (rising costs of steel and labor) and to compete 
with a cheaper product (foreign imports). 

Evidence and examples could be cited here at great length to show that 
foreign crude cannot be relied upon in time of emergency. History has proved 
this fact better than words could ever prove it. In this time of relative calm, 
there is considerable strife in three areas—the Middle East, Venezuela, and 
the islands of Java and Sumatra—three areas that export crude to the United 
States. Can we, for a moment, think of depending for our supply of a vital 
war commodity on such areas? 

In an effort to promote a better understanding of the oil industry, an industry 
whose statistics are frequently misinterpreted, the attached tables, numbered I, 
II, III, and IV, showing the economics of exploration and production in Oklahoma 
and in the United States have been prepared. The figures developed in these 
tables are all based upon information published by the American Petroleum 
Institute, the Oil & Gas Journal, or the United States Bureau of Mines. The 
basis of all of the figures used is documented on each of the tables. 

Table I sets forth the statistics on oil wells drilled in the United States in 
1940, 1950, 1956, and in Oklahoma in 1956, and shows that the average productive 
well in Oklahoma developed only 46,910 barrels of oil reserves, whereas the 
average productive well in the United States developed 93,180 barrels. If, how- 
ever, drv holes are taken into consideration, the productive well developed only 
81,780 barrels per test in Oklahoma and 58,085 barrels per test in the United 
States. 

The cost of developing the reserves indicated above is shown in table II. The 
average productive Oklahoma well costs $40.500, whereas the average productive 
well in the United States costs $55,300. After allocating to the productive well 
its proportionate share of dry holes drilled, the average cost in Oklahoma is 
$60.000 as compared to $90,000 in the United States. 

Table III develops the overall economics of oil exploration and production, 
based upon the facts developed in tables I and II. This table shows that the 
total investment required to develop reserves in Oklahoma is $2.01 per barrel, 
as compared to $1.61 per barrel United States average. Both figures include 
a leasing and exploration cost, exclusive of dry holes, of 48 cents per barrel, 
based upon industry experience for 1956. Using as a gross realization, the 
average 1957 price for crude oil, and using a lifting cost of 5 cents per barrel 
in Oklahoma and 45 cents per barrel United States average, gives a net realiza- 
tion after operating cost of $2.50 per barrel in Oklahoma and $2.65 per barrel 
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average in the United States. This net realization must cover the investment 
for finding and developing the profit on this investment and income taxes. 

The oil producer in Oklahoma is realizing only 49 cents per barrel return on an 
investment of $2.01, or a ratio of return to investment of 24 cents per dollar 
invested or 3.5 percent per year spread over 17 years. For the United States 
these same figures are $1.04 return on $1.61 invested; or 65 cents per dollar 
invested or 6 percent per year spread over 25 years. These returns, in addition 
to being low for a high-risk industry, are spread over long periods of time. 

The rate at which money is returned from oil exploration and production has 
been developed on table IV. Oklahoma is producing its reserves at a rate of 
10.74 percent per year. The average United States rate of production is 8.6 per- 
cent per year. On this basis, the average new well in Oklahoma produces 13.8 
barrels of oil per day gross and in the United States 21.8 barrels per day gross. 
After royalties and overrides, the average amount of oil received by the opera- 
tor for each new well is 11.23 barrels per day in Oklahoma and 17.73 barrels 
per day in the United States. 

Based upon a selling price of $3 per barrel and an operating cost of 40 cents per 
barrel during the early years of production, the average income, before income 
taxes, for the average well is $10,750 per year in Oklahoma and $16,750 per year 
in the United States. The cost of drilling the average productive well including 
its share of dry holes is again $60,000 for Oklahoma and $99,000 for the United 
States. However, including the cost of leasing and exploration, these costs per 
productive well are increased to $76,300 in Oklahoma and $122,700 in the United 
States. Assuming that there is no decline in the production of new wells during 
the period, payout requires 7.1 years in Oklahoma and 7.3 years in the United 
States. If the normal decline in production is included, payout will extend to 
12 years in Oklahoma and to 10.5 years in the United States. 

The average rate of return for a typical oil operator is 3.5 percent per year 
in Oklahoma and 6 percent in the United States, when total expenditures re- 
quired for drilling and exploration are considered. 

Combining the information developed in tables III and IV, the economics of 
the oil exploration and production business can be summarized as follows: 

The typical oil operator cannot expect the return of his investment in less than 
10 years. After his investment has been returned, he can expect to realize a 
profit amounting to from 26 cents to 65 cents for each dollar invested, and this 
return will be spread over a period of 15 to 25 years from the time his produc- 
tive well was drilled, making the average rate of return only 3.5 percent to 7 
percent per year. All figures are given before income taxes. 

The tables also reflect the historical pattern of the oil industry in the United 
States over a 15-year period. This pattern shows the decreasing amount of oil 
found per well, the dramatic increase in the cost of drilling these wells, the 
ever-increasing finding costs, ‘and the increasing cost of lifting. The net effect 
of all these factors is of course an ever-decreasing economic attractiveness for 
the oil producer. 

Figures for 1957 are not yet available, but preliminary estimates indicate 
that the economics will look no better and will probably look worse. Since the 
first of 1958, we have seen a gradual decrease in the price of crude oil over- 
spreading the country through many price adjustments. Since the increase in 
crude price of February 1957, we have had over 100 price adjustments, almost 
all in a downward direction, in the United States. 

Our industry stands at a vital crossroad, and the figures I have presented to 
you bear witness to this fact. Our economy has been crippled and our security 
is being threatened. Never has the economy of our section of the country de- 
pended so completely on a single decision at the national level. Our ability to 
provide the fuel for national defense in the coming years is no longer a foregone 
conclusion, if the pressent situation is allowed to continue. We do not ask that 
all imports be cut off. We ask only that imports be reduced and that we return 
to the clear intent of Congress when this legislation was renewed 2 years ago, 
and that these controls be made mandatory. 

The United States domestic petroleum industry is being forced to curtail its 
operations drastically as imports of foreign oil are allowed to flood its market. 
Once many of its technical personnel are scattered, many of its wells abandoned, 
much of its gathering and transporting system allowed to fall into disuse, the 
domestic industry will be unable to regain its position of strength quickly enough 
to meet the demands of a national emergency. We urge that Congress provide 
immediate relief by making it mandatory that imports be held to a reasonable 
percentage of domestic production. 


24098—5k—pt. 1——_82 





_—_ sa we enn ae aL a NN A a RRR RNR RRR 
































= ‘9INIIISUT WINIOI30g UBOLIOUIY ¢ 

oO ‘soul JO neeing “§° ¢ "SSO.13 JO 9}¢ BBBIBAB SOPLLIOAO PUB SaTI[BAOY 

< *[BILINOL SBF) PUB ITO 9], + ‘sajoy Arp jo a1eys oyeu0ljIodoid Zuypnyouy ; 

F 000 “9z ore “| 000 ‘LF ““| 6g8 ‘eg “"| POb ZL | 7 os , — “4899 [10 [830} Jog 

G 000 ‘se - 000 “92 | “""") OFS “OOT “"| 99% ‘S6 Tow ooma====="==="TOM ZATJONPO!d Jog 

is) z ‘[]0M Jad sjolieq ‘peppe SaAsosel JON 

= O8z ‘TE poor eet ee ee ‘‘Sapseu eb “| LET ‘68 oe : ~-""="""9899 [10 [8303 Jog 

& O16 ‘OF “"| O81 86 | “"| Sel ‘SSI | 66% LIT . | = Po ae ; , ~""" “779M @ATJONpOld Jag 

fea] :][0M Jed s[a1ieq ‘papps SeAJasel SSO14) 

S She ‘L : stg ‘Oe : “"| 2Lb ‘se “"""1 820 FZ , : , asR10AV 

<= OFT r996I | Shb ‘OS rO6I | 6F9 ‘LE +0961 | 600 ‘SZ |» OPI 

= ogg ‘2 ¥SS6L | 621 ‘0S » 96 962 ‘Ef » 6F61 ¢ 6861 : “1 $}89} [10 [BIO], 

S 816 ; “-| g9e ‘Te “"""| 988 ‘8% | , ; os : pwewen . asBl0Ay 

& o28 ‘6 »9961 | SSI ‘Te r996E | O8t ‘tz + OS6I 2 Or6T | r 
TSI ‘¢ 5 S61 299 “Te » S61 ZH0 ‘2 » 661 ¢ 6861 ; (S][OM [10 BATJONPOA) IBOA Jad ST[OA\ ‘POT[IP STIO A 
——— ——_—_———— =—_—_————— } ——————— 

& 000 ‘oes ‘EEez — 000 ‘oes ‘226 ‘% “"| 000 ‘992 ‘oz8 % 000 ‘982 ‘OFT ‘T eee) ae = ~~~ -@3R10AV 
eee fs eaineteeeiesere neiiaincbepucapaieaceiinciial eth teatagten eda 

Q 000 ‘F9¢ ‘c0z e 9961 000 ‘gee ‘626 % ¢ 9861 000 ‘egg ‘z9e ‘2 e OS6I 000 ‘ogg ‘e68 ‘I e OF6I i 

= 000 ‘96> ‘19z 2 SS6I 000 ‘$22 “028 % 2 S961 000 ‘8 ‘Z8T ‘e e 6P6I 000 ‘221 “668 % s 6861 Sanaa Reeee Sap IvoA Jad s[e1eq ‘peppe sealesel [TO 

= = n i Oe ios — aah | aa eae onbiia aniiiedall er ee 

o 9861 Og61 OF6I 

w 9g6l ‘BMIOYRL YO . ’ : aie 

fe soyeig peyuQ 








pajjt4p sam 720 UO $92]8279D)9—"| AIAV J, 


N 
oS 
OD 
~ 





cere 


Serene 


RENEWAL OF TRADE AGREEMENTS ACT 1303 


TaBLe II.—Cost of drilling 


United States 





Oklaho- 
| ma 1956 
1940 1950 | 1956 
Depth (feet) average (Oil & Gas Jou: nal) - 3, 088 3, 680 4, 022 3, 453 
Cost (dollars per foot) average (American Association, Oil Will. 

Drilling Contractors) - - civbhnmenegianson aaiinnds $7. 50 $11. 00 $13. 75 1 $11. 72 
Productive well cost... .-...--------.-.---.------- $23,160 | $40,480 | $55, 300 $40, 500 
Ratio of total oil test to productive wells, average (based on Oil 

1.32 1. 53 1. 62 1.48 


& Gas Journal figures) - - - 
Productive well cost including proportionate ‘share of dry holes._| $30,571 | $61, 934 $90, 000 $60, 000 


1 Oklahoma 1953 cost per foot increased same proportion as United States increased, 1956 versus 1953. 


TABLE III.—EHconomics of oil exploration and production 


United States 



































| asnsaarcinstnelionitiag ataadasedtidoaga abla tapish.. ile 
1956 
1940 1950 1956 
Well cost, including share of dry holes...............--- $30, 571.00 | $61,934.00 | $90,000.00 | $60, 000. 00 
Reserves developed per well (barrels per well) net to 
SE Gdlievaaminvuk tebe atniinaee tem tnaienein oul oe $95, 265. o $100, 540. 00 } | $26, 000. 00 $38, 000. 00 
Investment cost per barrel net reserves: a - 
Development and oF Te wien $0. 32 $0. 62 $1. 18 $1. 58 
IT Sina Suge ie codedneutheeassenucuenen® li} . 30 . 43 . 43 
TONE TENGE 5. Figs < wiin Saisie staroinkccevowl . 43 - 92 1. 61 2.01 
Realization per barrel: iv ; =] ; = - 
Sales price ____- iovbuateVssbeee wide $1. 02 $2. 51 2 $3. 10 2 $3. 00 
Cost of lifting, av: erage RE TI oe i< oid cepa .13 .3l . 45 . 50 
WEG GaciG cee céatahcsoonkennde idesehoamuiaenuene . 89 2. 20 2. 65 2. 50 
Return on investment: Pe 
TT ins nitenntinnneniounsemennmanaeiee $0. 46 $1. 28 $1. = $0. 49 
Ratio: Return to investment...............----.--- 1.07 1.39 . 24 
Pe ge TG, eee years... 33 | 31 35 17 
Average rate of return per year -_..-..-..----- percent. | 8.9 | 12.6 | 6.0 3.5 





| 


} Based on Struth’s formula (1956): Exploration costs+ United States reserves added=cents per barrel 


net reserves. 
21957 United States price used for 1956 instead of lower 1956 actual. Oklahoma estimated. 
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TABLE IV.—Payout on oil exploration and production 





United States 
a aa Oklahoma, 
1956 


1940 1950 1956 





Production, barrels per year (U. S. Bu- 
reau of Mines) -- a 
Reserves, barrels (American Petroleum 


1, 353, 214,000 | 1,973, 574, 000 2, 617, 283, 000 215, 862, 000 
| 











Institute) - - -- 3 19, 024, 515, 000 | 25, 268, 398,000 | 30, 434, 649,000 | 2, 009, 798, 000 
Ratio, production to reserves, perce mt....] 7.11 | 7.81 | 8. 60 10. 74 
Gross reserves per productive well, | | 

barrels: 2-year average _---- 3117, 249 4 123, 742 5 92, 580 5 46,910 
Gross production per average “well, Ist 

year 

Barrels A : 8, 336 9, 664 7, 962 5, 038 
I a ee cet css dece cate 22. 84 26. 48 21. 80 13. 80 
Net production: ! 
A eee 6, 773 7, 852 6, 475 4, 100 
0S eee 18. 56 21. 52 17. 7% 11. 23 
a, before income taxes, per year ?__. $6, 096 $17, 510 $16, 750 $10, 750 
ost: 
Well cost, including share of dry 
ra ‘ aa $30, 571 $61, 394 $90, 000 $60, 000 
Leasing and exploration costs....__- $10, 479 $30, 162 $32, 700 $16, 300 
inka stab tatannindenndilewnes $41, 050 $92, 096 "$122, 700 76, 300 
Payout, before income taxes, years: 
Assuming no decline in production--- 6.7 5.3 7.3 7.1 
With declining production _---_- 8.5 6.2 10.5 | 12.0 
Average rate of return per year (percent). 8.9 12.6 6.0 3.5 

1 Royalties and overrides average %« of gross. 

2 Based on: 1940 1950 1956 1956 
CE EEE Ee Fe | le TC 
Operating cost per NN ta Alea als acs a cn eebamn oa . 28 .40 . 40 

Ne eatdlitacahidtas Mcrsectnaeidcleen Mea onl niiirctancdeiistlnis phigrn eineniia wii tiait . 90 2. 23 2. 60 2. 60 

4 1939-40. 

4 1949-50. 

5 1955-56. 


STATEMENT BY GeorGe H. Bruce, IN BEHALF OF THE KANSAS INDEPENDENT OIL & 
Gas ASSOCIATION, IN THE MATTER OF EXCESSIVE IMPORTATION OF FOREIGN CRUDE 
OIL 


Relating to the question of amending the Trade Agreements Act, to provide 
for mandatory controls over imports of foreign crude oil and products. 

Mr. Chairman and members of the committee, my name is George H. Bruce. 
I am chairman of the imports policy committee of the Kansas Independent Oil 
& Gas Association, which has as its membership 801 independent oil and gas 
producers, employing approximately 22,000 people in the Kansas oilfields. 

My State of Kansas ranks fifth among the 32 States that produce oil and gas. 
Proven reserves of crude oil in Kansas are 1,270 million barrels. Daily allow- 
able for the past several months has been about 340,000 barrels. Next to agri- 
culture, the production of oil and gas in Kansas is the State’s most important 
economic activity. More than 75,000 Kansans derive their livelihood from the 
petroleum industry. 

Ours is a sick and withering industry. Economically, the Kansas oil industry 
is suffering unconscionable encroachment upon its natural market by excessive 
importation of foreign oil. 

Buyers of Kansas crude are reluctant to take the minimum statutory pro- 
duction now on the pump in the State. One purchaser has announced a crude 
oil price cut. The new wells seeking pipeline connections are unable to find a 
purchaser. Just last week our corporation commission ordered a cut in allow- 
ables for this month of 31,000 barrels daily, almost a 10 percent cutback. 

Unemployment in Kansas oilfields is higher today than at any period during 
the last 15 years. Over half of the rotary drilling rigs are idle in Kansas. 

Last year, locations for 5,000 wells were staked, but only 4,252 were actually 
drilled for lack of sufficient funds. We spent $184 million to find about 90 mil- 
lion barrels of new oil last year. This amounted to $2 per barrel discovered. 
Our lifting costs are 75 cents per barrel. After payment of one-eighth to the 
royalty owner, we receive an average of $2.45 for each barrel of crude oil we 
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sell. It is plain to see that we lost an average of 30 cents for each barrel of 
oil we found and produced last year. 

Kansas’ future as a major producer of crude oil looks very bleak, unless it 
ean be assured some protection of its natural markets at an adequate price per 
barrel of oil sold. Eight major oil companies have either pulled out of Kansas 
in the last 12 months, or reduced their operations to a skeleton field force. 
More than 40 independent oil companies have discontinued operating in the 
State. This cumulatively, adds up to a diminution of invested risk capital of 
some $60 million annually. 

What is a fair and reasonable solution? It is our firm conviction that the 
Kansas oil industry must recognize that the world situation demands of us 
that we trade with other friendly nations. We do not seek nor want to shut 
out of American markets those imports of goods and raw materials that are so 
important to the economic welfare of the rest of the world. Kansas oil produc- 
ers are willing to share a reasonable portion of their market with other nations. 

We do not believe, however, that it is the intention of our Government to 
displace the Kansas oil producer in favor of foreign production. We are cer- 
tain that ours is a twofold purpose: (1) To provide sufficient production of 
crude oil to take care of the daily requirements of American consumers. This, 
we believe, can be jointly shared on some equitable basis with foreign crude. 
(2) To provide sufficient available reserves of crude oil, discovered and ready 
to be produced, in case of national emergency. This, we believe, must be the 
entire responsibility of the domestic industry. We know that foreign oil can- 
not be depended upon for delivery and consumption in the United States during 
wartime, or during emergencies such as the recent Suez crisis. 

It is impossible to compete on a dollar-for-dollar basis with foreign oil. Our 
Kansas oilfield workers must receive many, many times the average daily wage 
of the Arabian or South American employee. This difference in our standard 
of living creates a spread of more than a dollar in the cost of producing and 
bringing to the same market a barrel of domestic crude in comparison to a 
barrel of foreign crude. 

It is our contention that, if mandatory controls over the amount of foreign 
oil imports were imposed, such oil would eventually move into other interna- 
tional markets, where it logically belongs. The progress of the United States 
rose astronomically higher after oil was discovered in America just 100 years 
ago. Other nations today are lagging behind America because they do not 
have the availability of oil and gas. 

The dozen or so international oil companies that are responsible for short- 
sightedly imposing excessive imports of their foreign oil production upon the 
American market, would do mankind its greatest service if they were forced to 
explore for and develop new markets in the underprivileged areas of the world. 
Granted, their profits would not be as quick and easy as they now are, but in 
the next decade, they could do more to improve our relations with the rest of 
the world through economic necessity, than all the foreign aid our Government 
has thus far provided to the entire free world. 

This question of restraining imports from seriously crippling American in- 
dustry and America’s ability to defend itself has been left unsettled far too 
long. The time to take positive action toward a reasonable solution is now, 
before it is too late. 

American oil producers may be accused of being self-righteous and narrow 
in their judgment of the consequences of unrestricted oil imports. But any 
reasonable man, who is aware of the serious economic condition of a vital 
domestic industry cannot equivocate the urgency of finding an immediate 
answer to this problem. No industry has tried harder to explore every avenue 
of finding a satisfactory solution through industrial statesmanship. Every 
means short of mandatory controls has been diligently sought. No one wants 
more governmental control. It is abhorrent to every principle of free enterprise. 

But, having made a careful, independent effort to find that compromise on a 
voluntary basis that would answer the need, we are completely convinced that 
no solution short of mandatory control will suffice. Some of the importing 
oil companies have thumbed their noses at the President’s voluntary import 
quota recommendations. Lacking adequate protection from the executive de- 
partment of our Federal Government, we have no alternative but to seek action 
from the Congress. 
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This issue must be laid to rest before it is too late. We urge this committee to 
recommend and to support an amendment to the Trade Agreements Act placing 
mandatory limits upon foreign imports of crude oil and refined products within 
the framework of the recommendations of the President’s Fuel Policies 
Committee. 

Thank yon. 

The Cuamman. Fine, Mr. Schultz. 

Are there any questions ? 

Mr. Ikard. 

Mr. Ixarp. Mr. Schultz, we have heard the statement made that 
the oil industry has been here in Washington year after year urging 
that something be done about imports and warning the people that 
something bad would —— unless imports were curbed, and that 
nothing has ever happened. 

Would you comment on what the situation is today and with re- 
7 to what imports have done to the domestic industry and why 
this impact has been delayed ? 

Mr. Scuutrz. I think I can answer that this way: 

Back in the very early years when the industry first complained 
about imports a tariff was put on which then mo imports essen- 
tially and held them in that position for roughly 12 or 13 years. 
Since the war and just previous to the war you have heard the oil 
industry talking about the harmful effect of imports, but every time 
something happened to obscure what we predicted was going to 
happen. 

long came World War IT, and after World War II, when the 
imports began to go up, along came a shutdown of uranium produc- 
tion; then along came the Korean war; then came the Suez crisis; 
and each time these things bolstered up the economy of the oil busi- 
ness to a point where what we had said was going to happen under 
normal circumstances did not occur. 

We hate to be in a position where we are going to have to depend 
upon a war or a crisis some place in the world to get us and keep us 
on a satisfactory footing, ah we feel, for that reason, that it would 
be better to have this thing as a part of the law than as a part of the 
whims of whoever it might be. 

It was stated this morning, earlier, that during the early days the 
importers themselves, with statesmanship, curtailed their own im- 

orts to a certain limit. Now we have a voluntary program which 
eaves it to the discretion of a Cabinet committee or the executive 
branch of Government to decide how much oil should be brought in. 

We think the oil industry would be better off with the congressional 
limitation on the amount of oil rather than to leave it to the jurisdic- 
tion of either the importing companies themselves, who have equities 
of their own, worldwide, to protect both here and foreign, or to the 
administrative branch of Government. We think the task belongs 
right back here in the Congress where it should be. 

If you would pardon me, there is one other point I would like to 
put into the record. A question was asked the other day by Congress- 
man Eberharter as to the price of gasoline in the last 3 years. — 

I have some figures on that based upon Plattis Oilgram, which is 
the retail gasoline price average in 50 cities. 

On February 1, 1956, the service station price, exclusive of tax, 
was 21.44 cents per gallon. On February 1, 1957, the price was 22.64 
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cents per gallon, or up 1.21 cents per gallon. The price on February 
1, 1958, is 21.14 cents per gallon, or three-tenths of a cent less than it 
was 2 years ago. 

The average State and Federal sales tax on gasoline has gone up 
1.08 cents per gallon since 2 years ago. 

Mr. Eseruarrer. I am very thankful that you provided those 
figures. Thank you very much. 

Mr. Ixarp. I have no further questions. 

The CuarmMan. Are there any further questions ? 

Mr. Schultz, we thank you for coming to the committee and giving 
us the benefit of your views. 

_Our next witness is Mr. John L. Matthewman. 

Mr. Matruewman. Mr. Chairman, if I may, the witness scheduled 
to follow me has a plane connection to make. With your permission, 
may he testify now ? 

The Cuatrman. It is perfectly agreeable. 

Mr. Gill, we will hear from you then. 


STATEMENT OF JOHN J. GILL, PRESIDENT, PETROLEUM HEAT & 
POWER CO., PROVIDENCE, R. I. 


Mr. Gitx. I would like to thank Mr. Matthewman for his kindness. 
The Cuairman. Mr. Gill, will you identify yourself by giving us 
your name, address, and the capacity in which you appear, for the 

benefit of the record. 

Mr. Gitt. My name is John J. Gill, president of the Petroleum 
Heat & Power Co. of Rhode Island, with offices at 375 Allens Avenue, 
Providence, R. I. 

The Cuarrman. Mr. Gill, before you start, permit me to state to 
you and for the record that Mr. Forand regrets very much that he 
could not be here to hear your testimony this afternoon. As you 
perhaps know, Mr. Forand has had a spell of flu, and we have been 
missing him here on the committee for several days. 

Mr. Git. I was going to make reference to that, Mr. Chairman. 

If I may, before I make my statement I would like to say that it is 
unfortunate that the distinguished Congressman from my State is 
not here, having been laid up with the flu. I hope he has a speedy 
recovery and comes back to help you in your deliberations. 

The Cuarrman. He is improving and we are expecting him to be 
back next week. 

Mr. Gitt. Thank you, sir. 

The CuarrmMan. You are recognized for 9 minutes, I believe. 

Mr. Gitt. This will be shorter than that, Mr. Chairman. 

The Cuarmman, Thank you, sir. 

Mr. Git. On May 15, 1953, I was privileged to appear before this 
same committee of the Congress regarding the very same subject 
imports of residual oil. At that time I pointed out that Rhode Tslan 
industry and, for that matter, industry as a whole would suffer in- 
estimable penalties in the way of increased costs for fuel in the event 
that a drastic reduction of fuel oil imports was made a law of the 
land. 

It is my opinion that any discussion on this subject would be of no 
value and would be completely unrealistic if I did not establish one 
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basic premise at the very outset of my presentation. I would like 
to have it understood, Mr. Chairman, that my whole discussion here 
today is strictly on residual oil. I am not concerned in this particular 
presentation with imports of anything else but residual oil, which I 
market. 

I want it completely understood that we are not trying to harm or 
damage any domestic industry or product. We are not fighting for 
and, in fact, do not favor a wide open import policy, which would do 
great harm to a domestic product or industry. We contend and have 
proved beyond any reasonable doubt on many occasions that the pe- 
troleum industry of this country does not now or in the conceivable 
future will not have an adequate supply of residual oil to take care of 
the needs of the users of such oil from domestic production and 
refining. 

As I pointed out 5 years ago, one of the top men in the petroleum 
industry in our country told us in a speech he made in Providence in 
the middle 1940’s that the technological progress being made in the 
petroleum industry would virtually eliminate residual oil as a by- 
product of oil refining in the very near future. To visualize the 
impact of this statement, you should understand that in the early 
days of the oil refining business, approximately 30 percent—and that 
is a round figure, I might add—of each barrel of crude oil was resid- 
ual or heavy fuel or bunker oil, whichever term you care to use in 
describing it. 

I think it is safe to say that modern refinery methods have reduced 
the residual percentage to approximately 15 percent—and that is a 
round figure, too—and many refineries have now reached the point 
where they have virtually no residual except a petroleum coke product. 

Shipments into the Providence Harbor area will range between 8 
million and 10 million barrels a year of residual oil, depending on 
industrial activity and the winter weather conditions, and less than 
25 percent of this amount is domestic product. It is reasonable to 
assume at this point, that, with all the large companies operating in 
our area— 

I am talking about the integrated companies now. 

With domestic refineries up and down the coast, that if they had 
residual oil available to supply our needs, the imports would be far 
less than they are now. 

I think we should set the record straight on another widely dis- 
cussed misunderstanding on the overall subject of oil versus coal. 
We in the oil business are not the ones who stopped burning coal and 
converted our facilities to oil. That was done by the individual de- 
sires of the consumer. In our country if a citizen stays within the law 
he usually has a choice of what he buys, whether it is fuel, food 
products, transportation, clothing, and even entertainment. We, 
therefore, are of the opinion that if a person or industry prefers to 
burn oil in preference to some other fuel, that certainly should be 
his privilege. In one instance it may be oil because the customer 
believes that he gets better service, more efliciency, and it may be 
cheaper for his overall type of operation; and, in another case, it may 
be just the opposite. Coal may be more economical to use. We, 
therefore, think that we can very clearly refute the claim that coal is 
being unfairly treated when a job is burning oil, even though it may 
be imported oil. . 
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For a period of over 30 years I have been in the marketing end of 
the fuel business, being responsible for the sale of oil-burning equip- 
ment and fuel oil. I have seen the business grow from infancy to 
manhood. Thousands of different types of plants now use residual 
fuel oil for heating and processing. 

From the vast experience you gentlemen have had in guiding the 
destinies of the biggest business in the world, I do not have to tell you 
what would happen to the price of fuel oil if there was a fictitious 
shortage created by the reduction, or even the banning, as some wish 
to do, of imported residual oil. Hundreds and hundreds of schools, 
colleges, hospitals, homes for orphans and aged, office buildings, 
factories, and public utility plants now using oil for heat and power 
would be compelled to pay staggering additional sums of scarce dol- 
lars for their fuel requirements, or convert to some other fuel at a 
cost of many millions more. 

In the event that someone might question the claim of the above- 
mentioned increase in the oil pr ice, I would like to call your attention 
to two specific cases where this very thing happened. One was in the 
winter of 1947-48 when we had a real severe winter which created 
quite a tight fuel oil supply situation, as a result of which there was 
an increase of approximately $1 per barrel in the selling price of oil. 

This same condition developed again during the winter of 1956-57 
when the Suez Canal crisis caused another temporary shortage, and 
you may recall the price again increased substantially. 

I mention these two specific instances to clearly demonstrate the 
fact that price increases can and do occur. 

Every town, municipal, State, and Federal Government department 
are requesting higher budgetary allowances for their operating ex- 
penses, and you gentlemen and others like you in the State and city 
governments are desperately looking for more ways of raising money 
to take care of these demands. 

The State of Rhode Island at the present time has a serious problem 
in getting enough money from the present tax structure to operate 
within its income. The Gover nor has presented to the legislature a 
tax program which calls for an increase of $10 million, and he claims 
he needs every penny of it to avoid reducing necessary services to the 
people of the State. 

So, as a result of the State of Rhode Island using approximately 
250,000 barrels of residual oil a year, an increase of some $1 a barrel, 
such as happened before, would add a quarter of a million dollars 
to the financial obligation of the State. Where would this money 
come from / 

Orphanages, homes for aged, hospitals, and other charitable insti- 
tutions used approximately 100,000 barrels, and an increase of $1 per 
barrel wold add $100,000 more to their budgets. Where would this 
money come from ? 

Schools, colleges, and other educational institutionss use approxi- 
mately 175,000 barrels of residual oil a year. $1 per barrel increase 
would add $175,000 to their budgets. Where would this money come 
from ? 

City and Federal housing projects—and this is rather important— 
housing thousands of low-income people used approximately 100,000 
barrels of residual oil. A $1- -per-barrel increase would add $100,000 
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to their operating budgets. Where would this money come from? 
By raising the rents of the people living in those properties ? 

An increase of 10 cents per barrel would mean $800,000 to $1 
million higher price; an increase of 50 cents per barrel would mean 
an increase of $4 million to $5 million; and an increase of $1 per bar- 
rel would mean an increase of $8 million to $10 million in the cost 
of oil coming into the port of Providence. Who is going to pay for 
it? Where is the money coming from ? 

Our area is already a distress area, business is in bad shape, unem- 
ployment is rising to alarming figures. 

I sincerely ask you gentlemen to analyze this problem and weigh all 
arguments, and do not impose this unjust burden on our part of the 
country that has no source of fuel, either coal or oil, except that which 
we import from either domestic or foreign sources. 

We are a part of the country. We have no fuel of our own. We 
have no coal, we have no oil except that which we import either do- 
mestically or from abroad. 

Thank you very much for your courtesy. 

The Cuatmman. Are there any questions of Mr. Gill? 

Mr. Simpson will inquire, Mr. Gill. 

Mr. Srvpson. Mr. Gill, on the second page of your statement you 
say “We, therefore, are of the opinion that if a person or industry 
prefers to burn oil in preference to some other fuel, that certainly 
should be their privilege.” 

Mr. Git. Yes, sir. 

Mr. Srwpson. By that you mean that if they prefer to burn oil, 
which they can buy cheaper from abroad than to burn coal produced 
in the United States, they certainly should be so privileged. Is that 
right ? 

Mr. Guu. That is correct, sir. 

Mr. Srupson. Is that what you mean? 

Mr. Gi. I mean this, that if the oil that they burn costs less than 
the coal they can buy, I think that is their privilege to do so. 

Mr. Smopson. And it should not be a duty to make the oil cost 
more in order to protect the coal ? 

Mr. Git. No, sir. 

Mr. Stmpson. But if I changed that sentence to read: “We, there- 
fore, are of the opinion that if a person or industry prefers to buy 
jewelry or textiles made in Japan or Czechoslovakia in preference to 
those items made in Rhode Island,” should that be their privilege? 

Mr. Guu. I don’t think that is a comparable case. 

Mr. Smupson. Will you explain why not? 

Mr. Guu. For this reason: We are talking about oil. 

Mr. Srmupson. I am talking about a product made in your own 
State. 

Mr. Guu. I am coming to that, Mr. Simpson, if I may. 

I am talking about oil. These facilities are equipped to burn oil, 
not to burn coal. They are equipped to burn oil. Therefore, if they 
cannot get domestic oil, they should be permitted to get it from what- 
ever source is available. 

As far as the jewelry business is concerned, you are talking. about 
a like product, identically the same; a product that is made in Rhode 
Island and a product that is made in Japan. That is the example 


RENEWAL OF TRADE AGREEMENTS ACT 1311 


you used. Therefore, you are talking about exactly the same thing in 
that instance, but not in the instance of coal and oil. 

Mr. Stmpeson. Do you want them protected ? 

Mr. Gu. I coeaaty do. 

Mr. Stmpson. Why? 

Mr. Gitu. I want any industry that manufactures merchandise in 
this country to be protected. 

Mr. Stmpson. You want the worker in Rhode Island who manu- 
factures jewelry or textiles protected by a tariff? 

Do you or don’t you? 

Mr. Gitx. I have used the comparison, and I think it is fair. I 
don’t think that is an answer you can give, “Yes” or “No.” I think it is 
fair to say that you are referring to products that are identically the 
same. Iam not. I am referring to fuel oil, that it is supposed to be 
the desire of a person to burn, and that fuel oil is not available from 
domestic sources. 

Mr. Stupson. I am referring to the question of employment or un- 
employment. The coal miners are unemployed. You are unwilling 
to protect their jobs by 

Mr. Git. No, no. 

Mr. Stmpson (continuing). By a duty upon oil. 

Mr. Gitt. No, I am not unwilling to protect their jobs. You put 
that in the record right there. 

I said I am not trying to hurt any domestic industry. 

Mr. Stmpson. Will you answer that question ? 

Mr. Gill, do you favor protecting by tariff the jobs of the workers 
in the textile and in the jewelry businesses in Rhode Island ? 

Mr. Git. Yes, sir. 

Mr. Stimpson. And do you favor the protecting of the jobs of bitu- 
minous coal producers in Pennsylvania who ai belie thrown out of 
work as a result of competition of residual fuel oil from abroad ? 

Mr. Giz. I don’t think that is why they are out of business. 

Incidentally, I am not an authority on the bituminous coal industry 
in Pennsylvania, but I think the coal industry in Pennsylvania is 
doing pretty well. They are exporting millions and millions of tons. 

Mr. Stmpson. Do you sell coal ? 

Mr. Gi. Yes, sir. 

Mr. Simpson. Do the people to whom you sell residual oil change 
over to coal if the price of residual oil is higher than the comparable 
cost. for coal ? 

Mr. Giux. It has been done. 

Mr. Srmrson. Is it not the common practice to do that? 

Mr. Gitu. Not necessarily, no, sir. Some people have no facilities 
to burn coal. In other words, they have no bunker-place to put coal. 
The buildings which have been built have been built strictly for oil. 
They are utilizing the rest of the basement, for instance, as storage 
space and office space. They have no coal bunkers at all. 

Mr. Simpson. That is because the coal market has been put out of 
business there. 

Mr. Git. No. That is because that is the way the building was 
constructed. 

Mr. Srwprson. And it was constructed that way because they could 
buy oil cheaper if they got the oil from abroad ¢ 
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Mr. Gitt. What they were trying to do was get more income from 
the property they were renting. 

Mr. Simpson. It is profitable for you to get oil from abroad to 
sell it, and, therefore, 1 assume you don’t want the duty increased on 
residual fuel oil. 

Mr. Gitt. No, sir. The only reason I don’t want the duty increased 
on residual oil is because it will cost the people that I am selling oil 
to an increased cost in their operations. That applies whether it is 
coal or anything. It doesn’t make any difference, whatever they are 
burning. I don’t think they can afford to pay any more than they are 
paying now for it. Business is in very bad shape in the State of 
Rhode Island, as it is, no doubt, in certain other parts of the country. 

Mr. Srmwpson. Have you said—believe me, I am not trying to con- 
fuse you; I want as clear an answer as I can get—that you want the 
producers of jewelry and textiles in Rhode Island protected by an 
adequate duty or quota ? 

Mr. Gru. Yes, sir; I want them protected. I want them protected 
against competition from foreign merchandise that is identically 
the same as the merchandise they are manufacturing. 

Mr. Srmpson. I take it you mean if it is manufactured jewelry. 
When there is imported manufactured jewelry which is competitively 
similar you want protection for your Rhode Island manufacturer. 
Is that right? 

Mr. Giiu. Yes, sir. And I am not inconsistent in my theory that 
there should not be increased duties on oil, because the oil is not avail- 
able domestically. That is the point I am trying to establish. 

Mr. Srmwrpson. The coal which is competitive is available? 

Mr. Giiu. Coal in certain cases cannot be burned in these institu- 
tions that are burning oil now. 

Mr. Stupson. Then, with regard to the competitive factors between 
coal and oil, it is upon that distinction that you say, in the one instance, 
you don’t want a duty imposed to benefit coal ? 

Mr. Giz. I am opposed to any further duties on oil, and I am 
not inconsistent in my position. 

Mr. Suwpson. However, you favor a duty on jewelry and textiles? 

Mr. Gru. Yes, sir. 

Mr. Srurson. Do you not feel that that is a narrow view ? 

Mr. Guu No, I certainly do not. I certainly do not, Mr. Simpson. 

Mr. Simpson. What about heavy machinery ? 

Mr. Gr. The same thing. The same theory applies. 

As I say, we are not trying to do any damage or harm to any do- 
mestic industry or product. We are not trying to harm anybody else. 
All we want is—— 

If the petroleum industry in the United States of America, from 
domestic sources, was able to furnish us with bunker oil to supply our 
customers and our consumers, we wouldn’t be here, very honestly. 

Mr. Srwpson. However, because the foreign countries are able to 
supply us with jewelry, you want to keep that out. 

Mr. Gi. If they are going to do harm to our domestic industry, 

es. 
; Mr. Srupson. Will you agree with me that the importing of oil is 
doing harm to the domestic industry in the coalfield ? 

Mr. Gi. That isn’t a similar case. 
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Mr. Simpson. It causes unemployment, and it is from that view- 
point that I look at it. 

Mr. Gru. I hate to be repetitious about this statement I am making, 
but I am trying to establish the fact that if the domestic petroleum 
industry was able to produce enough bunker oil to satisfy our needs 
I wouldn’t be here in this particular situation. In other words, we 
don’t want to hurt anybody, but we have to have bunker oil to keep our 
industries going. 

Mr. Simpson. However, the jewelry which is made in Rhode Island 
is sold all over the country. 

Mr. Gini. Yes, sir. 

Mr. Srupson. As are the textiles. 

Mr. Git. Yes, sir. 

Mr. Srwpson. And, to the extent that the importing of oil into 
Rhode Island and New England causes unemployment. in Pennsyl- 
vania, they cannot buy the ‘products of Rhode Island. Do you not 
look at the Nation as a whole instead of simply Rhode Island? 

Mr. Git. Yes, sir; definitely, Mr. Simpson. 

Mr. Sutpson. Then why do you not want to help employment in 
Pennsylvania? You do not help by bringing oi] in. 

Mr. Guz. If the State of Pennsylvania can furnish us with bunker 
oil, I am all for it. 

Mr. Stmpson. I gather that you are, but we cannot do that. We 
can furnish you coal. 

Mr. Git. I am not arguing the point about coal or oil. All IT am 

saying is that if they can furnish us with bunker oil, I am all for it. 

Mr. Srareson. The fact is you do not object to what happens in 
Rhode Island causing een in Pennsylvania so long as we 
give protection to Rhode Island industry. 

Mr. Git. No, no, that is not my position at all, sir. I am sorry. 
That is not my position. 

Mr. Stmrson. You do want to protect the Rhode Island industry. 

Mr. Git. Definitely, and I want to protect Pennsylvania, too. 

Mr. Srreson. You do want us to pass a law that will protect Rhode 
Island industry ? 

Mr. Griu. Yes, sir. And I want to protect Pennsylvania, too. 

Mr. Srupson. However, not to the extent of imposing a duty 
— the importing of oil. 

Mr. Giiu. Not to the extent that, with respect to some person that 
is burning oil now, I don’t want to go to him and say, “You have got 
to burn coal.” That is my only position. 

Mr. Stupson. You do not mind if we go to some fellow and say, 
“You have to buy your jewelry from C zechoslovakia” ? 

Mr. Girt. That is not consistent with my story, Mr. Simpson. 

Mr. Srupson. It is if your factories are shut down in Rhode Island. 
It is just exactly consistent, because, if they are shut down, the 
jewelry will be coming in from C zechoslovakia, and, to the extent 
oy 7 unemployment up there, that is what is happening today. 

Mr. Git. That would be very regrettable, and 1 am sure you don’t 
want that to happen. 

Mr. Stuerson. I am asking you if you do. 

Mr. Gitt. No. Itold you I don’t. 
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Mr. Srwpson. If you do not protect us in Pennsylvania, we cannot 
buy the product in Rhode Island. 

Mr. Git. We want to protect you in Pennsylvania. 

Mr. Srwpson. Not to the extent of keeping our Venezuelan oil. 

Mr. Git. All you have to do is be able to give us bunker oil, and 
we are all for it. 

Mr. Stimpson. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Gill, we thank you, sir, for coming to the committee and giving 
us the benefit of your views. 

Mr. Grit. Thank you. 

The Carman. Mr. Matthewman, please come forward and 
identify yourself by giving us your name, address, and the capacity 
in which you appear. 


STATEMENT OF JOHN L. MATTHEWMAN, PRESIDENT, INDEPEND- 
ENT OIL MEN’S ASSOCIATION OF NEW ENGLAND, BOSTON, 
MASS. 


Mr. MarrnewMan. My name is John L. Matthewman. I reside at 
10 Woodbridge Road, Wellesley, Mass. I am vice president of White 
Fuel Corp., a large independent terminal operator and marketer of 
fuel oils in Boston, Mass., servicing much of the fuel oil requirements 
of a substantial area of eastern Massachusetts as well as portions of 
New Hampshire and Vermont. 

I am also president of the Independent Oil Men’s Association of 
New Beatek and am here as the representative of that organization. 

The Cuarrman. Can you complete your statement in the 12 minutes 
we have allotted to you ? 

Mr. MatrHewMan. Yes, sir. 

I appreciate this opportunity to express to this committee my as- 
sociation’s objection to any restrictions on the importation of crude 
oil or products—other than those which may be deemed essential to 
the overall security of this Nation. 

We feel that the need for any such restrictions is so deeply involved 
in the economic welfare of so many different sections of this country, 
as well as the economic welfare and political stability of other nations 
throughout the world, that their advisability and nature can best be 
determined by the executive branch of the Government as profided for 
under the present act. 

My association is interested in the uninterrupted supply of petro- 
leum products at reasonable prices. Its interest is exactly the same 
as that of the consumers we serve. 

We believe that imports of oil must be considered in two separate 
categories. (1) Crude oil and (2) products—which for all intents 
and purposes as regards New England means residual fuel oil. 

The complexities of equitably applying restrictions on imports of 
crude oil would seem hs enormous. I have read carefully the re- 

ort of the President’s Special Committee To Investigate Crude Oil 
Teusate dated July 29, 1957, and the Committee would seem to have 
given the entire subject exhaustive study from just about every con- 
ceivable angle. As a result, there was established an overall and a 
specific company-by-company quota of allowable imports of crude 
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oil for a 12-month period including the last half of 1957 and the first 
half of 1958 for districts I through IV, i. e., excluding the west coast 
(district V). 

I think several points should be made here. In the first place, the 
Committee’s report was made and the quotas therein contained were 
based upon facts known to exist at that time, plus certain assump- 
tions as to future demand which presumably were based on normal 
heating oil consumption which must in turn assume normal weather 
and presumably a projection of a continually booming economy. 

The president of the Texas Independent Producers and Royalty 
Owner’s Association is quoted as referring to the administration’s plan 
for limiting crude oil imports as “the most constructive move since 
the 1932 tariff.” He is also quoted as having certain reservations due 
to the lack of enforcement machinery stating : 

We are perhaps justified in questioning whether loopholes and objections by 
individual importers will not cause an early breakdown in the program. 

Further the general counsel of the Independent Petroleum Asso- 
ciation of America is quoted as having lauded the administration’s 
voluntary reduction plan calling it— 
complete acceptance and justification of the principles long advanced in support 
of limitation on oil imports. 

He is further reported to have said that the program is flexible 
enough to avoid any permanent injury to any segment of industry 
and that the level at which imports were set for the coming year— 
is not nearly so important as the fact that a definite limitation was placed 
on imports. 

Considering some of the recent outcries in the press, one would 
think that the entire program had collapsed or at the least that the 
warning of an early breakdown in the program due to loopholes and 
objections by individual importers voiced earlier by the president of 
the Texas Independent Producers and Royalty Owner’s Association 
had come to pass. 

This is far from true. Capt. Matthew V. Carson, Jr., administrator 
of the voluntary oil import program, announced on February 19, 
1958, that for the first 6 months of the program imports into districts 
I through IV had been reduced to within 3.3 percent of the level rec- 
ommended by the Cabinet Committee. This, demins the fact that the 
quotas were announced late in July when schedules for July and 
August were established beyond anyone’s power to change. So in a 
matter of 4 months and with 6 months still to go, the importers are 
within 3.3 percent of a 12-month goal set for them. Projections re- 
leased by Captain Carson on March 3 indicate that imports of crude 
into districts I and IV through the balance of the year indicate com- 
pliance within 4 percent for the entire year even if complying com- 
panies import up to their estimates which he says has not been true in 
the past. Even assuming 4 percent overage, my calculation makes 
this 30,000 barrels per day. Captain Carson’s projection for district V 
indicates imports into that area will be 30,000 barrels short of the 
established quota. 

I have not heard any evidence which would lead me to conclude that 
the present voluntary program will not work. A quota was estab- 
lished and so far has received substantial compliance. As I said be- 
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fore, the quotas were based on data available at the time and presum- 
ably assumed a certain level in the national economy in foree: asting 
demand. I don’t believe anyone can deny that estimated demand has 
failed to materialize. 

An economist for the Dallas Federal Reserve Bank has been re- 
ported to have refused to attribute the oil industry’s situation to im- 
ports saying rather that industry is suffering from general business 
recession as well as oversupply. The Commissioner of Conservation 
for Louisiana is reported to have stated that imports or no imports 
“we would still have a problem today” and went on to say that the 
industry is going to have to “clean its domestic house” to cure some 
of its ills. 

It is reported that the President’s Cabinet Committee is right now 
considering revising its quota system on crude oil imports in the light 
of changing conditions within the industry. 

The last time they reviewed changing conditions in the industry 
they included the west coast under “their allocations program and 
were recommended for their promptness and wisdom in so doing by 
some of the very producing associations who are now condemning 
the voluntary program and demanding anything from legislated rigid 
quotas to higher import duties on crude. I believe one proposal as 
regards a duty would call for an increase of 84 cents per barrel. It 
is quite apparent to me that the greatest portion of this duty increase 
would be used as a shield behind which domestic producers would in- 
crease their own prices for crude oil. Any such increase is going 
to end up on the consumers’ bill. 

Someday that very 25-cent-per-barrel increase in the cost of crude oil 
will mean a 1-cent-per-gallon, or a 42-cent-per-barrel, increase in the 
cost of gasoline, heating < oils, diesels, kerosene, and so forth. I would be 
willing for the ‘sake of the following illustration to assume a straight 
product price increase equal to the increase in the price of crude. Cer- 
tainly, we can expect no lesser increase as recent experience has shown 
New England consumers use approximately 220 million barrels of the 
4 principal petroleum products—residual fuel, middle distillates, 
kerosene, and gasoline. 

Therefore, a 50-cent-per-barrel increase in the price of crude oil 
will conservatively cost New Englanders $110 million per year. Ap- 
plying the same 50-cent-per-barrel increase in the price of crude oil 
should cost the United States an additional $1,.287,500,000 on the 
2,575 million barrels of the same principal products consumed an- 
nually. This does not seem to be the proper way to combat a re- 
cession. As a matter of fact, it will increase the cost of goods which 
our export industries will be attempting to sell abroad in competition 
with the Russians, and others. 

The only rigid quota proposal I recall seeing would relate imports 
in any one quarter to 10 percent of domestic production for the same 
quarter of the previous year. ‘This could be too low or too high de- 
pending on the constantly changing condition within the petroleum 
industry and in the general economy which affect petroleum demand. 

If controls on the importation of crude oil are necessary in the in- 
terest of National security, the present act provides all the authority, 
right where it belongs in the executive branch of our government, 
necessary to achieve such controls. The voluntary approach has not 
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failed. If the quota needs revision apparently that is about to be 
accomplished. Based on past performance, the Cabinet committee 
will come up with a formula satisfactory to the production end of 
the industry. Based also on past performance, the importers will 
comply with the formula. If not, by the wording of the present act 
the President has ample power to force compliance. The wording 
states “he shall take such action as he deems necessary to adjust the 
imports of such article to a level that will not threaten to impair the 
national security.” And also based on past experience, the formula 
will be reviewed periodically and we in New England sincerely hope 
the quotas will be relaxed half as rapidly as they have been imposed 
when circumstances are deemed to warrant it in the interest of na- 
tional security. é 9 

As regards restrictions on the imports of residual fuel, certainly no 
one can make a case for such action at this time. Certainly the do- 
mestic producers have no interest in residual imports. mestic 
yields of residual fuel have dropped from 27.8 percent in 1945 to ap- 
proximately 14.7 percent of the total daily crude runs of 7,500,000 
barrels per day during the week ending February 21, 1958. The re- 
duction in yields is 12.6 percent. In barrels per day this would rep- 
resent 945,000 barrels per day compared to 495,000 barrels per day total 
residual imports during the same week of February 21, 1958. 

In February 1955 when this committee last had hearings on the ex- 
tension of the Reciprocal Trade Agreements Act, an attempt was 
being made to restrict imports of residual fuel. The coal interests who 
were behind this effort charged that “cheap foreign oil” was being 
dumped on the east coast to undersell coal. 

Very shortly afterward the President’s Cabinet Committee on 
Energy Supplies and Resources Policy recommends that if imports of 
crude oil and heavy fuel oils should “exceed significantly” the re- 
spective proportion that such imported oils bore to domestic produc- 
tion of crude oil in 1954 “appropriate action should be taken.’ 

With declining domestic yields of heavy fuel oil and a booming in- 
dustrial economy creating an ever increasing demand for heavy fuel 
oil, the demand for heavy fuel oil should have and did increase. 

The committee recommendation would only permit an increase in 
heavy fuel oil imports in the event of an increase in domestic crude 
oil production, therefore, a balance between supply and demand could 
only be coincidental. The logic of associating heavy fuel oil imports 
to domestic crude oil production, two obviously unrelated factors 
never made sense to New England. Within 8 months of this artificial 
“voluntary restriction” on heavy oil imports or by October 1, 1955, 
the resultant increase in New England’s fuel bill was at the rate of 
$33,500,000 per year. This figure is arrived at by applying a 30-cent 
per barrel increase in the price of residual fuel to New England’s 
65 million barrel annual consumption of that product and the coal 
industry’s increase in the spot price for coal f. o. b. Hampton Roads 
of oe per ton to New England’s 10 million ton consumption of that 
product. 

From that point on residual import quotas might be relieved of 
blame because both coal and residual fuel oil were competing for 
available supplies to meet its requirements. The coal industry was 
diverted from further demands for residual import restriction be- 
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cause they were so busy meeting their foreign demand and, as a 
matter of fact the Cabinet committee in its wisdom saw fit to remove 
these unnecessary restrictions. 

Their prices continued to rise as did the price of residual oil in 
response to the normal law of supply and demand, which were, of 
course, stimulated by the closing of the Suez Canal. Recovering from 
that jolt, residual prices are settling back a little. 

When we started in February 1955 to invoke import restriction, 
the tank car price for No. 6 oil in Boston was $2.42 per barrel. The 
30-cent-per-barrel increase I referred to earlier was accomplished by 
the first week in August 1955. The peak was reached immediately 
following an increase in domestic crude oil prices ranging from 25 
to 35 cents per barrel in January 1957 and saw the tank car price per 
No. 6 oil in Boston at $3.36 per barrel. Responding to the normal 
laws of supply and demand—mostly a reduction in demand after the 
reopening of Suez and a slackening of our domestic economy the tank 
car price for No. 6 fuel oil in Boston has dropped in gradual States 
to $2.74 per barrel, still 32 cents per barrel higher than it was in 
February 1955 when import restrictions started it on its ride up. 

If you haven’t already heard you probably will hear again about 
“cheap foreign oil” being dumped on the east coast. I wish we in 
New England could find some for our consumers. I am certain other 
areas of the east coast would be equally anxious; it might put us in 
a better position to compete against the inroads of natural gas, whose 
attack has been more serious in other east coast areas, on the choice 
off-peak industrial load cherished by both oil and coal suppliers. 

I suspect some of the coal industries’ current ills, assuming they 
exist, might be attributed in part to the inroads of natural gas. I 
think they suspect this themselves as they have sought to prohibit 
below cost sales of natural gas by transmission companies by backing 
a proposed amendment to the so-called Harris bill. 

The coal interests’ plea for residual import restrictions is indeed 
odd. While they have been protesting residual imports they have 
established themselves in New England as one of the largest factors 
in the marketing of imported residual fuel. They enjoy a unique 
position. They have an important share of the residual fuel-oil mar- 
ket in New England using imported fuel oils almost exclusively. 
They also sell coal and meanwhile they are working diligently to 
reduce the consumer’s choice of fuels to one, namely, bituminous 
coal. In other words, they can’t lose; only the consumer would lose. 
If restrictions are imposed on imported residual fuel, they win big 
profits on coal; if restrictions fail they still have their residual fuel- 
oil business which they have built through imports. 

In February 1948 when a mild shortage of residual fuel oil de- 
veloped, the posted price of residual fuel oil rose $1.33 per barrel 
over the posted price during the same period in 1947. While there 
was no apparent bituminous coal shortage during the same period it 
is interesting to note that the posted price of bituminous coal on cars 
at Boston advanced by $3 per ton. 

More recently while the posted price for residual fuel rose from 
February 1955 to January 1957 a total of 94 cents per barrel, the 
posted price of bituminous coal on cars at Boston advanced as much 








RENEWAL OF TRADE AGREEMENTS ACT 1319 


as $3.15 per ton and since then has advanced an additional 35 cents 
per ton to make an increase to date of $3.50 per ton. fo 

Summarizing the case against residual fuel import restrictions: 

1. Domestic refineries do not produce sufficient quantities of resid- 
ual fuel oil from U. S. Crude to satisfy New England’s needs. 

2. There is no such thing as “cheap foreign oil” being dumped in 
New England. The basic purchase price of residual fuel oil is the 
same whether the origin of the product is domestic or foreign. For- 
eign sales are based on American market price postings. Further- 
more, imports during the week of February 21, 1958 at 492,600 bar- 
rels per day are down more than 100,000 barrels per day from the 
same week a year ago. 

3. New England with its traditionally cold winters is located 
farther from the source of supply of coal, oil, or natural gas than any 
other important fuel-burning section of the country. Heavy fuel oil 
can be transported from the Caribbean area as cheaply as it can be 
transported ee the Gulf coast of the United States. In fact, New 
England is actually closer to Caribbean sources. 

4. Artificial and unjustified restrictions on residual imports can 
only add to the fuel bill of New England industry and commerce. 

5. Additional financial burden would be imposed on New England 
industry should the choice of coal as a fuel be forced upon them 
against their wishes due to the cost of converting oil burning equip- 
ment to coal burning equipment where this is physically possible. 

6. The burdensome costs of Nos. 4 and 5 can only. retard recovery 
from the present business slump which argument holds true to the 
rest of the country as well as for New England. 

7. All importers of residual fuel are filing monthly reports of cur- 
rent and planned imports with the Department of the Interior in 
order to insure that such imports do not. get out of hand. 

In the case of both crude oil and residual fuel imports, all the nec- 
essary authority exists to act against them at such time as they 
threaten to impair the national security. That authority, and re- 
sponsibility, rests right where it belongs. 

It is flexible and responsive to changing conditions within and out- 
side the industry and the Nation. 

The best interest of New England consumers and thus the truly 
independent oil men whom I represent lies in unrestricted access to 
the most inexpensive forms of energy. The only restriction we con- 
sider acceptable are those in the interest of national security and only 
for so long as it. and only it is threatened. ; 

We therefore respectfully request that your committee recommend 
no amendments to the Reciprocal Trade Agreements Act which will 
change the authority or responsibility for defending the national 
security against alleged injury from imports of crude oil or residual 
fuel oil. 

The Cuamman. Are there any questions of Mr. Matthewman? 

If not, sir, we thank you for coming to the committee and giving 
us the benefit of your views. 

Mr. MarrHewMan. Thank you, sir. 

The Cuarrman. Mr. Dudley Blanchard. 

Mr. Blanchard, please identify yourself by giving us your name, 
address, and capacity in which youappear. 1 
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STATEMENT OF DUDLEY BLANCHARD, REPRESENTING WYATT, 
INC., NEW HAVEN, CONN. 


Mr. Biancuarp. My name is Dudley F. Blanchard. I am vice pres- 
ident and assistant to the president of Wyatt, Inc., of New Haven, 
Conn., and appear on behalf of this company in the interest of the 
fuel oil consumers of our marketing area and in opposition to any at- 
ee to impose mandatory legislative restrictions on the imports of 
oil. 

The Carman. Can you complete your statement in the 9 minutes 
we have allotted you, sir’ 

Mr. Buancuarp. Yes, sir; I will. 

The CuarrMan. Fine. You are recognized. 

Mr. Buancuarp. Wyatt, Inc., is an independently owned company 
located on New Haven Harbor, operating a deepwater oil terme 
and leasing a large coal storage facility. The company has marketed 
fuel in the past 22 years for heating, processing, and power generation 
throughout Connecticut and western Massachusetts to both industrial 
and domestic consumers. The coal is supplied from Pennsylvania, 
West Virginia, Virginia, and Kentucky. The company’s oy oil re- 
quirements, specifically kerosene, No. 2 house-heating oil, No. 4 light 
industrial oil are brought from the gulf ports of the United States 
from domestic refineries. However, approximately 90 percent of our 
heavy industry or residual fuel oil is supplied from Venezuela for 
lack of adequate domestic No. 6 heavy oil. 

We have no preference to Venezuelan oil over domestic, nor do we 
experience an economic advantage of the laid-in cost of imported 
residual oil. Imported oil is of necessity to fill our residual oil re- 
quirements. The decrease in domestic production of residual oil as 
related to refined crude oil has dropped from 27.3 percent per barrel 
of crude in 1945 to 14.5 percent just last month. Modern United 
States refineries have moved in this direction to offset rising costs by 
producing the more lucrative distillate products. With this in mind, 
it is difficult to imagine that by limiting the import of residual oil, 
the domestic oil producers could in any way supply the needed require- 
ments to New England. I have been told by a major oil company 
executive that the startling oil shortage of 1947-48 was produced by a 
mere 2 percent undersupply. In view of this, to restrict imports 
which account for the major portion of residual oil consumed in New 
England would be chaotic. The 2-percent shortage of 1947 caused 
an increase of over $1 per barrel, or ae 50-percent price increase in 
less than 12 months. 

In discussing the industrial consumers and their fuel cost problems, 
it is interesting to note that although it is natural to relate industry 
to “bigness,” the Connecticut Manufacturers’ Association, 1,800 mem- 
bers strong, refer to large companies as those employing 100 people 
or more. They advise me that 70 percent of their members are clas- 
sified under small manufacturers. It is evident, therefore, that a 
shortage of industrial fuel created by import restrictions will reach 
far into the productivity and economy of New England. 

Alternate fuels would be necessary; namely, gas or coal. Gas at 

resent is in too short supply for steam purposes to service what few 
industrial plants they now have in this region over a 12-month period. 
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Coal, on the other hand, is oaleneires used in the public utility gen- 
erating stations of New England. These utilities represent the larg- 
est potential consumer in this area, and have been practically 100 per- 
cent on coal for several years. It is our experience that oil is used 
today in most utilities only to obtain additional capacity not available 
by coal-burning equipment. The converting of the many small resid- 
ual fuel oil users such as hospitals, schools, churches, Federal housing 
projects, dairies, apartment houses, State institutions, and manufac- 
turers to coal would not only be expensive but physically impossible 
in some cases. Most residential and industrial areas of New England 
are highly populated. The thousands of small industrial fuel oil 
consumers are located in these areas and have arranged their power 

Jants accordingly. They have no facilities for coal storage or han- 
fling equipment, and in some cases lack room for coal-feeding appa- 
ratus on the boilers. Years ago, many of these small fuel users con- 
verted from coal to oil and utilized the additional room created by 
the conversion for other purposes. 

For better than the past 3 years, coal has been more than $2 per ton 
cheaper than equivalent oil in the New England area. Those com- 

anies and concerns capable of converting have economically done so 
cine this period. However, there are thousands of small residual 
fuel consumers who have paid the $2 per ton more for oil due to the 
inability to convert to coal or to their preference of oil. Some are 
financially unable to carry the costs of conversions, should it be neces- 
sary. Others that have converted are still using oil where coal-burning 
capacity is inadequate. 

It would not be difficult to imagine the course of coal and oil prices 
should the Government force a multi-million-barrel shortage of oil to 
New England by the mandatory restriction on imports of oil. The 
higher fuel costs inflicted by such a move would be far reaching to 
every resident of New England. It would not only directly affect the 
cost of living but might seriously impair the creation of jobs by 
industry. 

Insummarizing : 

1. A large majority of residual fuel oil supplied to New England 
comes from imported sources. 

2. Domestic producers and refiners are unable to meet the New Eng- 
land demand for heavy oil at present and with the continued decrease 
of residual yield per barrel of crude experienced over the past years, 
they will be further from this goal in the future. 

3. Inasmuch as coal has been more than $2 per ton cheaper than oil 
for the past 3 years, all practical conversions to coal in the area have 
been made. Further conversions would entail additional millions of 
dollars by the many small buildings and plants of New England. In 
many cases, there is physically no room for conversion. 

4. A 2 percent undersupply caused the oil shortages of 1947-48. 
Mandatory restrictions of import could produce a shortage far in ex- 
cess of this. 

5. Multiple fuels must be at the disposal of the great manufacturing 
and populated areas of the northeast. This is necessary in retainin 
its competitive position with the other producing areas in the world. 

6. A Government induced shortage through the mandatory restric- 
tions on imports of fuels could reach into the large domestic oil con- 
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sumer market. The home owners are uninformed as to its implica- 
tions and the repercussions would be overwhelming. 

I respectfully suggest that any proposal of mandatory legislative 
restriction on imports of oil be rejected. 

I am grateful to the committee for the opportunity of being heard 
in this regard. 

The Cuarmman. Are there any questions of Mr. Blanchard ? 

If not, sir, we thank you for coming to the committee and giving us 
the benefit of your views. 

Our next witness is Mr. James S. Lauderdale. 

Mr. Lauderdale, will you identify yourself for the record by giving 
us your name, address, and capacity in which you appear ? 


STATEMENT OF JAMES S. LAUDERDALE, REPRESENTING WEST 
CENTRAL TEXAS OIL AND GAS ASSOCIATION, ABILENE, TEX. 


Mr. Lauperpate. Mr. Chairman, I am James 8. Lauderdale, I am 
president of the West Central Texas Oil and Gas Association of 
Abilene, Tex. Our association is composed of approximately 1,800 
members located in a 35-county area of Texas with Abilene as the 
approximate center. The membership consists of oil producers, op- 
erators, drilling contractors, and others directly in the oil industry. 

Mr. Ixarp. Mr. Chairman, I might say with respect to the next two 
witnesses that they are both from Texas. Mr. Lauderdale is from 
an area just south of the one which I am privileged to represent here 
and is well acquainted with the problems there, and I am sure will 
make a very fine statement. 

Mr. Anderson, who will follow him, is an old friend of mine whom 
I have known for many years. He happens to come from the same 
town in which I live and represents the trade association which covers 
the congressional district which I am privileged to represent. Mr. 
Anderson also will be a witness, I think, that will be able to throw 
some light on this troublesome problem. 

The Cuarrman. Mr. Lauderdale, do you want to have a seat, or 
would you prefer to stand ? 

Mr. Lauperpate. I can conclude my statement in 7 minutes, Mr. 
Mills. I appear as a small-drilling contractor and even smaller as an 
oil producer now. 

The Cuarrman. You misunderstood me. Would you prefer to be 
seated? You are recognized, sir. 

Mr. Lavuperpate. The economy of west central Texas is, like most 
areas of the country, suffering at the present time but to a greater 
degree than most. We are feeling not only the effects of the general 
business decline of the Nation, but also the effects of what is specifi- 
cally an oil depression. These effects are being felt by everyone: not 
only the oil producers but the merchants, farmers, professional people, 
and in the taxes being collected by our State agencies and by our local 
school boards. 

Basically, these troubles can be traced to one thing—an oversupply 
of crude oil and products. This, in turn, can be attributed primarily 
to only one cause—a flood of cheap imported oil which is produced by 
cheap labor and virtually tax free. 

Exploration in west central Texas, as evidenced by the number of 
drilling rigs that are active, has dropped 40 percent in the past year. 
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The economics of such a situation are felt greatly by the families of 
the workers who are necessarily laid off, not to mention their buying 
ower in the local community. 

I would like to cite two specific examples of what is happening to the 
oil industry in our area. These are not isolated cases. Similar inci- 
dents are happening in all the other oil areas of this Nation. At Haw- 
ley, Tex., near Abilene, a refinery which has been operating there for 
many years was shut down January 1 of this year. The shutdown was 
strictly a matter of economics to the independent company which 
owned the refinery since they had lost their market for its products to 
foreign oil. This directly affects only about 70 families, but it takes 
from the area income and, in turn, affects the entire economy. 

The closing of this refinery left 6,000 barrels of daily allowable oil 
without a market. The pipeline gathering system has applied a 70- 
percent proration to more than 2,000 producing wells, already on 
depressed-producing patterns, in order to prevent the complete shut- 
down of any one well. 

The point which is so important about these shutdowns is that, along 
with men in large numbers being let off from drilling rigs and service 
and production crews all over our area, the basic economy of all kinds 
of business and of every man, woman, and child is seriously affected. 
If you will take figures based on $50,000 per well, which is on the con- 
servative side, there is over $50 million per month being taken out of 
our national economy from drilling alone. Multiply this by many 
times in loss of wages, taxes, royalties, and production income, and it 
is no wonder that the industrial East is feeling a marked decline in 
consumer sales which would have been purchased by these people. 

It boils down to a question of whether this money should go for jobs 
and income to the taxpaying citizens of these United States or if we 
should bring about unemployment and economic chaos so that foreign 
nations can reap the benefits of our domestic market. 

There are numerous cases in which there is a complete loss of market 
and, in some cases of new field discoveries, and absolute refusal on the 
part of the crude oil purchasers to purchase the oil under any condi- 
tions. I cite to you a specific case of the Griggs Oil Co., which has made 
a recent discovery of an oilfield in King County, Tex., to which the 
Texas Railroad Commission has made a proper recognition in settin 
up allowables and regulations for the field. Griggs Oil Co. submitte 
the oil from this field to the three major oil purchasers in the immediate 
area, each of which has adequate facilities to handle the oil. 

The Griggs Co. even made an offer to truck the oil at its own ex- 
pense to the nearest receiving station of any of the three purchasing 
companies. A firm refusal on the basis of not wanting the oil was 
received from each of these companies. It is only fair to state that 
each of the purchasing companies or its affiliates are major importers 
of crude oil and refined products. This lack of market has created a 
reluctance to further develop oil reserves in this area. The search for 
and development of new oil reserves is the lifeblood in the establish- 
ment of a sound national defense. 

One of the strongest impacts of this problem is being felt by the 
many small independent oil operators whose functions are based on 
wildcatting for new oilfields and who are the real backbone of the 
domestic oil industry. Many of these small independent operators are 
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faced with financial ruin, because of the recent reduction in statewide 
allowables in Texas. The most recent allowable set by the Texas Rail- 
road Commission is for nine producing days per month. What other 
business do you know of that can keep its doors open on a sound oper- 
ating basis by operating less than one-third of the month ? 

his is more important than the oil industry. Certainly, we are 
interested in our own business success, but it is wrong and unfair 
and unjust that any American taxpaying industry of that any 
American jobholder and worked should be denied a livelihood because 
of cheap foreign competition. This is true whether it be lead, zinc, 
textile, copper, oil, or a dozen other industries faced with economic 
ruin unless some protection is granted. You cannot increase em- 
ployment or jobs by destroying the earning power of American workers 
or by transferring their livelihood to foreign lands. 

In closing, I cannot stress too much the feelings of banks, chambers 
of commerce, laborers, and businessmen in our area—that every barrel 
of foreign oil which supplants instead of supplements our domestic 
production directly and adversely affects the livelihood of the people 
not only in our immediate area but the makers of oil ogee, cars, 
shoes, furniture, and thousands of other products which we purchase 
from manufacturers all over these United States. These American 
businesses and workers are affected by our dilemma also. 

Besides the economics involved, the future of oil in national defense 
can be determined by your decision on this question; that of effective 
mandatory controls of crude oil imports and refined products. With- 
out these controls I believe that this serious deterioration of the 
domestic oil industry will become chaos, and the real effects of foreign 
oil imports will be felt at any time of national emergency when great 
quantities of oil might be wieibedl. 

The Carman. Are there any questions of Mr. Lauderdale? If 
not, sir, we thank you for coming to the committee and giving us the 
benefit of your views. 

Our next witness is Mr. George W. Anderson, Jr. 

Mr. Anderson, will you identify yourself by giving us your name, 
address, and capacity in which you appear? 


STATEMENT OF GEORGE W. ANDERSON, JR., EXECUTIVE VICE 
PRESIDENT, NORTH TEXAS OIL AND GAS ASSOCIATION, WICHITA 
FALLS, TEX. 


Mr. Anverson. Thank you, sir. 

Mr. Chairman and members of the committee, my name is George 
W. Anderson, Jr. I reside in Wichita Falls, Tex., sometimes called 
the Independent Oil Capital because in our city and area are located 
the largest number of independent oil producers in the country. I 
appear as a witness before this committee in my official capacity of 
executive vice president of the North Texas Oil and Gas Association, 
a trade association representing the independent producers in the 15 
counties of North Texas, which constitutes district No. 9 of the Texas 
Railroad Commission, and, as has been explained, also constitutes the 
yee apna district of our former judge, Frank Ikard. 

This organization was formed in 1930. Our members, independent 
producers, are engaged in the occupation of exploring for and produc- 
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ing oil. To realize any income from the oil produced it must be sold 
to the major integrated oil —— who own and operate pipelines 
which transport the oil to the refinerics. 

Oil is our principal product in north Texas. In 1957 north Texas 
roduced 75.6 million barrels of oil which provided a gross income of 
236 million, and our second basic source of income, agriculture, pro- 

vided approximately $150 million. Sixty-five percent of the oil pro- 
duced in north Texas is produced by independents and 90 percent 
of the wells drilled are drilled by independents. Our production of 
approximately 210,000 barrels of oil per day comes from 30,000 oil 
wells. The overall production average from these wells is 7 barrels 
of oil per day; 20,000 of our wells are classified as stripper wells, 
wells which must be pumped, and the average production from these 
20,000 wells is 2.75 barrels per day. Sixteen thousand persons are 
employed by oil firms; 8,500 persons receive a monthly royalty check 
as owners of leased oil land and 32,000 are engaged in aetaioie oil 
field services, supplies, etc. This is a total of 56,500 persons earnin 
all or part of their living from the production of oil out of a tota 
population of 360,000. 

If we can assume that each of the 56,500 persons earns the daily 
bread of a family of at least three it becomes evident that almost one- 
half the population of north Texas depends upon the oil business for 
a living and the other half depend to a great extent on oil dollars 
being spent with them in their grocery stores, barber shops, depart- 
ment stores, automobile salesrooms, and so forth. 

The authorities of our county governments and our school districts 
are all greatly concerned over the recession in the oil business and 
the problem of what tax sources can be looked to to replace the revenue 
being lost because of the decline in oil production. 

Our Texas Railroad Commission has set the production allowable 
for the month of March 1958, at 9 producing days which is a re- 
duction in statewide allowable of 500,000 barrels per day over the 
producing schedule for February. In spite of such drastic cuts in 
the production of Texas oil we continue to see excessive amounts of 
foreign oil and products coming into the United States and adding 
to the already excessive stocks of crude oil and products and taking 
more and more of the domestic market away from independent 
producers. 

We do not oppose the importation of a reasonable amount of foreign 
oil; however, our Government has recognized that imports of more 
than 16.6 percent of the domestic requirements (a relationship which 
existed in 1954) is damaging to our national security ae to the 
economy of the domestic oil industry. We understand that it was the 
full intention of the executive department to take all necessary steps 
to see that imported oil did not exceed this level. 

To give an example of the effect of the reliance on this policy by 
the independent operators of north Texas, I will cite what has hap- 
pened in Knox and Baylor Counties. Relying on this announced policy 
to limit imports and the calling for renewed efforts to find oil in the 
United States, producers discovered new shallow pools in Knox and 
Baylor Counties. Going through the usual procedures of financing 
their operations through local banks and private capital, the producers 
drilled many wells and at this time there are 700 wells capabie of pro- 
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ducing 12,000 barrels of oil daily. Toronto Pipe Line Co. built a 
gathering line serving these wells and tied this gathering line into 
Shell Pipe Line Co.’s line. 

Shell Oil Co. has been purchasing 5,000 barrels daily from Toronto 
Pipe Line Co., an arrangement which Shell terminated on March 1, 
1958, leaving a market for only 4,000 barrels daily. This means that, 
while each well should produce 17 barrels daily, each well will have 
a market for only 6 barrels per day. 

At the statewide allowable hearing before the Texas Railroad 
Commission on February 20, 1958, the Shell representative, when 

uestioned as to whether Shell would continue to take oil from these 
elds answered, “No, we just don’t want the oil.” 

This domestic oil 1s not wanted for the obvious reason that room has 
been made for more foreign oil. 

Another example of the handwriting on the wall is that Gulf Oil 
Corp., one of the largest importers, has recently disposed of its entire 
pipelines system in Oklahoma and in north Texas, abandoning this 
area as a transporter and as a purchaser. 

We have 2,000 wells in north Texas without pipeline connections. 
This oil must be trucked to market if a market can be found, at an 
added expense averaging about 25 cents per barrel. As late as 1948 
there were few wells in Texas without pipeline connections. The 
purchasers were anxious to furnish pipelines to new wells and to pur- 
chase all new oil in the State. Some companies are now starting a 
policy of refusing to accept any trucked oil. 

There are 406 drilling rigs owned and operated by firms head- 
quartered in north Texas. These drilling rigs work wherever their 
owners are able to secure a profitable drilling contract. This is a 
highly competitive business. Our association conducts a monthly sur- 
vey of the activities of these 406 drilling rigs. Our survey for Janu- 
ary and February 1958, shows that 48 percent or 178 of these rigs are 
idle. 

The depressed condition of the oil business has forced many of the 
rig owners to bid on drilling contracts at a price that will barely 
break even. This is being done to give work to their employees and 
leaves nothing to set aside for depreciation on the rigs. When the 
a rig is worn out, the rig will be sold for junk and no new rig 

ught to replace it. With the disappearance of the worn-out rig 
will also go a crew of approximately 12 people, and there will be 12 
more unemployed people qualified primarily to continue in the vital 
job of drilling for replacement oil looking for employment elsewhere. 

Another problem confronting the industry is the effect of depressed 
conditions on younger men who have been learning the oil business. 
In traditional American spirit, many of these young men have recently 
gone out into the oil business to try it on their own. One example is 
a young friend of mine who left a job with an older established inde- 
pendent producer and through his initiative and the skills he had 
learned, discovered a substantial new oil pool only to find that after 
the completion of two new wells he is unable to obtain any market 
whatsoever. His operations are heavily financed. To hold his lease 
he is obligated under the law to drill new wells to completely develop 
the property. This oil pool represents the only asset, if it can be 
called such, that he now has. He finds himself in the desperate posi- 
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tion of having to meet his financial obligations and trying to support 
his family. 

We desperately need a statutory limitation of the amount of im- 

orted oil which can come into this country if we are to maintain a 
domestic oil industry which can supply the requirements of our coun- 
try in peacetimes and in emergencies. 

The Cuatrman. Are there any questions of Mr. Anderson? 

If not, Mr. Anderson, we thank you, sir. 

Mr. Anperson. May I do one thing ? 

The CuHarrmMan. Yes, sir. 

Mr. Anperson. Mr. Chairman, there has been much talk about the 
provisions, during these hearings, of the voluntary oil imports order. 
I have a copy here that I would like to enter in the record. 

The Cuartrman. A copy of the voluntary oil imports order? 

Mr. Anperson. Yes, sir; July 1957. 

The CuHarrman. Without objection, that will be included in the 
record. 

(The order follows:) 


[From the Oil Daily, July 31, 1957] 
Fort Text or VoLuNTARY Or IMPORTS ORDER 
AVOIDANCE OF MANDATORY CURBS CHOSEN 


Full text of the Cabinet Committee’s proposal follows: 
I. Background 


The problem of oil imports, and their effect upon the domestic petroleum in- 
dustry, was one of the primary reasons that caused President Eisenhower to 
establish the Cabinet Committee on Energy Supplies and Resources Policy in 
July 1954. The President directed the committee to study and evaluate all 
factors pertaining to the continued development of energy supplies and resources 
in the United States, “with the aim of strengthening the national defense, 
providing orderly industrial growth, and assuring supplies for our expanding 
national economy and for any future emergency.” 

On February 26, 1955, the White House released a report on energy supplies 
and resources policy in which the Cabinet Committee concluded that in the 
terest of national security imports of crude and residual oils should be kept in 
balance with the domestic production of crude oil at the proportionate relation- 
ships that existed in 1954. The committee also recommended that these ratios 
should be reevaluated from time to time in the light of changing circumstances. 

As a result of this study the importing companies were requested to restrict 
imports of petroleum to the United States on a voluntary, individual basis in 
conformity with the policies enunciated by the committee. The voluntary method 
was chosen as a matter of basic policy in preference to tariffs, quotas, or other 
methods of mandatory limitation in order to avoid regulatory controls wherever 
possible. 


POLICY SUCCESSFUL UNTIL MIDDLE OF 1956 


As a result of considerable debate in Congress upon the subject of petroleum 
imports, the Trade Agreements Extension Act of 1955 included the following 
section (7): 

“(B) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the 
President agrees that there is reason for such belief, the President shall cause 
an immediate investigation to be made to determine the facts. If on the basis 
of such investigation, and the report to him of the findings and recommenda- 
tions made in connection therewith, the President find that the article is being 
imported into the United States in such quantities as to threaten to impair 
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the national security, he shall take such action as he deems necessary to ad- 
just the imports of such article to a level that will not threaten to impair the 
national security.” 

The policy of voluntary restriction worked with reasonable success until 
the middle of 1956. At that time the schedules submitted to ODM by the 
importing companies for the last half of 1956 and the first half of 1957 indi- 
cated that there would be a sharp rise in imports, and that this volume would 
be substantially in excess of the proportional relationship that had been ree- 
ommended by the committee. 

As a consequence of the increased level of imports scheduled for the last 
half of 1956, the Independent Petroleum Association of America (IPAA) filed 
a petition on August 7, requesting action under section 7 of the Trade Agree- 
ments Extension Act of 1955. 

After the petition had been filed, the director of defense mobilization an- 
nounced that a public hearing would be held at which all interested parties 
would be provided with the opportunity of presenting their points of view. 
This hearing began on October 22, 1956, and was conducted by the general 
counsel of ODM. Representatives of persons and groups favoring and oppos- 
ing action under section 7 were heard. In addition, at the request of ODM, 
representatives of oil importing companies made statements relative to their 
plans for the future. 

The hearing was concluded on October 24, 1956. Information developed in the 
hearing has been considered by this committee. 

Early in December 1956, the director of defense mobilization announced 
that he was suspending action on the case because of the changed conditions 
growing out of the Suez crisis. At the same time he made this statement: 

“Import programs of the importing companies recently filed with the ODM 
show that the plans they had formulated for 1957, if carried out, would be 
contrary to the committee’s recommendations and would constitute a threat 
to our national security. This situation, without other intervening circum. 
stances (the Suez crisis), would have left no course for me but to make a 
certification to the President under section 7 of the Trade Agreements Extension 
Act of 1955.” 

In a letter dated March 6, 1957, the director requested the importing com- 
panies to furnish ODM with more recent estimates of their import plans for 
the balance of 1957, assuming that normal oil movements could be resumed 
in the near future. 

The estimates for imports during the last half of 1957 were compiled and 
presented a situation of even greater seriousness than that which prevailed prior 
to the Suez crisis, for the new schedules were considerably higher than those that 
were submitted for the fall of 1956. 

On April 23, 1957, the new Director, Mr. Gordon Gray, advised the President 
pursuant to section 7 of the Trade Agreements Extension Act of 1955 that he 
had reason to believe that crude oil is being imported into the United States in 
such quantities as to threaten to impair the national security. 

The analysis of the petroleum import situation that follows is made, therefore, 
in the light of the foregoing events. 


YEAR-BY-YEAR IMPORTS REVIEW 
IT. Recent events 


Review of the oil-import levels year by year does not indicate that through the 
first half of 1956 crude-oil imports had reached such a high level as to constitute 
a threat to the national security. Imports scheduled for the last half of 1956 
and for the first half of 1957 were of such a magnitude thet in the judgment of 
the then Director of the Office of Defense Mobiligation they would have consti- 
tuted a threat to national security. However, the interruption of petroleum 
transportation from the Middle Fast to the area west of Suez which occurred in 
November 1956 disrupted the normal pattern of petroleum movements over a 
period of several months, and, as a result, the schedule of imports for the last 
half of 1956, as well as the one for the first half of 1957, was never put into 
effect. 

The program of imports for the last half of 1957 as presented to the Director 
of the Office of Defense Mobilization during March and April indicated that the 
importers planned to increase materially the import levels over those of 1956 
(see table I). 
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III. Effect on national security 


Your committee’s investigation of the oil-import problem has been confined to 
the effect of the present trend of imports on national security. 

It is clear that there is a direct relationship between the Nation’s security 
and adequate and available sources of energy. Oil and gas account for two-thirds 
of all the energy that is consumed in this country. Furthermore, there is no 
adequate substitute in sight for the foreseeable future. Therefore, we must have 
available adequate supplies of oil. We have concluded, for reasons that are set 
forth later in this section of the report, that if we are to have enough oil to meet 
our national-security needs, there must be a limitation on imports that wilt 
insure a proper balance between imports and domestic production. 


REJECT ARBITRARY IMPORT PROPOSALS 


Before arriving at this conclusion, we considered and rejected, for the reasons 
noted below, the following three proposals that are based on a policy of per- 
mitting imports to follow whatever course they may take: 

1. Import foreign crude oil and store it in this country within depleted fields 
or elsewhere. The practical problems of cost and the physical problems con- 
nected with the storage of crude oil would make this solution impracticable 
from the standpoint of industry and Government alike. 

2. Enlarge Government participation in exploring for oil reserves which, when 
discovered, would not be put into production. Such a course would be costly 
to an already overburdened Government and would be contrary to the prin- 
ciples of free enterprise which characterize American industry. 

3. Encourage increased importations in order that our own natural resources 
might be conserved. Your committee has concluded that for the following 
reasons such a policy would be unsound. 

(A) It would result in a sharp decline in domestic exploration by private 
enterprise because the industry would have no assurance of an adequate market 
for domestic oil after discoveries had been made and, as a result, would reduce 
its exploratory operations. Barring Government operations which would be 
undesirable, adequate exploration and the development of additional reserves 
can only be generated by a healthy domestic production industry. 

(B) Consequently, as the extent of the Nation’s useful reserves are not known 
until they are discovered and developed, the United States would be unable to 
make a sound appraisal of its petroleum resources because it would not know 
the extent to which our reserve capacity could be developed. 

(C) Furthermore, in the event of an emergency which denied the United 
States access to oil in other countries and which called for additional avail- 
ability of domestic oil, the Nation would be faced with the long delays that 
characterize exploratory activity, as well as with the possible necessity of mak- 
ing large expenditures of public funds for exploration, production, and trans- 
portation. In this connection, it should be borne in mind that no matter how 
large the expenditures might be, it would be impossible to recover the momen- 
tum of a vigorous domestic industry. 

(D) In brief, such a policy of encouraging importation as a means of con- 
serving our petroleum resources would mean that in an emergency the Nation 
would be confronted with all of the liabilities inherent in a static, as contrasted 
with a dynamic mobilization base, including the delays, waste and inefficiency 
that accompany efforts to strengthen any part of the mobilization base on a 
“erash” basis. 

NEED FOR VIGOROUS EXPLORATION PLAN 


In the light of the above examination of suggestions looking toward a policy 
of unrestricted imports, your committee has concluded that if we are to have a 
vigorous program of exploration in this country by private enterprise in order 
to care for increasing domestic consumption and to meet emergency needs, and 
if we are to know what our reserve potential is in this country, it is essential 
that we follow a policy which will encourage continuation of free enterprise 
exploration at a rate consistent with the demands of a growing economy. 

The latest available figures demonstrate that the amount of oil we are adding 
to our reserves is not keeping pace with the increase in domestic consumption, in 
spite of the fact that our reserves are at an all-time high. Indeed, there has 
been some recent indication of a decrease in exploratory drilling, notwithstand- 
ing an increase in domestic demand for petroleum. There has also been a de- 
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crease in the number of exploratory crews in operation. It is not possible to 
attribute this decline to any single cause. The sharp increase in imports pro- 
gramed by the importers in their report to ODM indicates such a trend of in- 
crease in relation to domestic production as will bring about a further decline in 
domestic exploratory and development activities. This should not be permitted. 
The time lag between exploration and production requires that we explore today 
for tomorrow’s usable reserves. Any other course will impair industrial expan- 
sion, availability of supplies for consumer use, and preparedness for an 
emergency. 

In summary, unless a reasonable limitation of petroleum imports is brought 
about, your committee believes that— 

(A) Oil imports will flow into this country is ever-mounting quantities, 
a disproportionate to the quantities needed to supplement domestic 
Supply. 

(B) There will be a resultant discouragement of, and decrease in, do- 
mestic production. 

(C) There will be a marked decline in domestic exploration and 
development. 

(D) In the event of a serious emergency, this Nation will find itself years 
away from attaining the level of petroleum production necessary to meet our 
national security needs. 

Your committee recognizes that there are important foreign policy aspects to 
the problem of limiting petroleum imports. The oil reserves and production 
capacities of other free nations, as well as our own, are important to our national 
security. A number of countries inevitably depend in varying degree upon access 
to our domestic market for their petroieum exports and it must be recognized 
that it is also in the interest of our national security that our allies and friends 
have healthy and expanding economies. It is believed, however, that taking all 
factors into consideration, our national security requires the maintenance of 
some reasonable balance between imports and domestic production at this time. 
In light of the foregoing considerations, our recommendations are framed with 
the objective of limiting imports in order to maintain such a balance and yet to 
allow other nations to participate in the growth of our domestic demand to a 
degree consistent with our national security. 

It is our conviction that as a nation we must pursue a careful, considered 
eourse that will permit reasonable imports into our country and still stimulate a 
dynamic and vigorous exploratory and development effort in this country. 


IV. Effect on consumers 


Domestic consumers are utilizing an increasing amount of petroleum products 
for transportation, fuel, heating, and many other aspects of consumer life. In 
the event of a national emergency, it is essential to these consumers that there be 
adequate supplies at reasonable cost, both now and in the future. The low cost 
of imported oil is attractive, but excessive reliance upon it in the short run may 
put the Nation in a long-term vulnerable position. Imported supplies could be 
eut off in an emergency and might well be diminished by events beyond our 
eontrol. This vulnerability could easily result in a much higher cost, or even in 
the unavailability, of oil to consumers. It is therefore believed that the best 
interests of domestic consumers, as well as of national security, will be served if 
a reasonable balance is maintained between domestic and foreign supplies. 


RISE IN IMPORTS THREAT TO SECURITY 


V. Conclusions and recommendations 


1. Increased volume of crude oil imports and the proposed imports for the lat- 
ter half of 1957 threaten to impair the national security. This threat, under ex- 
isting conditions, requires a limitation on imports. The committee recommends, 
therefore, that unless the importing companies comply voluntarily with the im- 
port limitation plan hereinafter set forth, you find that there is a threat to the 
national security within the meaning of section 7 of the Trade Agreements Ex- 
tension Act of 1955. Pending the outcome of this voluntary program this com- 
mittee should continue as now constituted. 
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2. For the initial phase of such a program of limitation, in the interpretation 
of national security, the following plan is recommended, to cover the period of 
the last half of 1957 and the first half of 1958 : * 

A. District I-IV. — 

1. All importing companies, except those referred to in (II) below, should be 
requested to cut back 10 percent below their average crude oil imports for the 
years 1954, 1955 and 1956. 

2. In order that small 1954 importers, and companies that have started to 
import since 1954, should have the opportunity to participate in the United 
States market on a basis more equitable than if the above cutback were applied 
to them, it is recommended that companies having crude oil imports of less than 
20,000 barrels per day in 1954 should be allowed to import the amounts set forth 
in the schedules submitted by them to ODM in July 1957, but in no instance to 
exceed an increase of Over 12,000 barrels per day over their actual 1956 im- 
ports. (See table II for analysis of effect of this formula on importing 
companies. ) 


B. District V2— 
SET SEMIANNUAL BASIS FOR IMPORTS 


Imports should be determined on a semiannual basis. Pending a change in 
the deficit condition now pending in the area by, for example, the development 
of an economical means of interregional transportation, the level of imports 
must be such as to make up the difference between the demand and the quantity 
of domestic crude oil available to the area, as established by the Department of 
the Interior. The schedule of imports for the last half of 1957, as submitted 
by the companies to the directors of defense mobilization appears to be slightly 
higher than would be called for by the foregoing formula. However, there is 
reason to believe that the imports for this period will not exceed 275,000 barrels 
per day and, consequently, no voluntary import limitations are proposed for this 
district at the present time. This situation should be reviewed, however, during 
the latter part of 1957 from the point of view of the plans of importers for the 
first half of 1958, in view of the fact that additional pipeline capacity to the 
West Coast is scheduled to become available during the first half of 1958 (see 
table IIT). 

C. Imports under proposed plan.—Districts I-IV, 756,000 barrels per day; 
percentage ratio, imports to production, 12.0; percentage ratio, imports to de- 
mand, 9.6; district V, 275,000 barrels per day; percentage ratio, imports to pro- 
duction, 29.8; percentage ratio, imports to production, 23.3; total, 1,031,000 
barrels per day. 

D. New importers should have the opportunity to enter and share in a reason- 
able manner in the United States market. Companies planning to become im- 
porters should present their plans to the Department of the Interior at least 6 
months before their plans are to become operative. A determination should 
then be made as to the extent these importers should share in the market 
initially, and as to whether room can be made for them as a result of the in- 
crease in permissible imports arising out of the increase in domestic demand or 
whether it will be necessary for older importers to decrease their imports in 
order to make room for the new companies. 

E. All imports into the United States should be for the direct account of the 
importers, and no importer should be allowed to increase its imports through oil 
sale and product purchase agreements by transfer of allotments or by other 
indirect means. 

F. The committee recognizes that it would be possible to circumvent this plan 
by companies entering into certain types of arrangements for the importation of 
distilled products. We recommend that the Office of Defense Mobilization and 
the Department of the Interior follow this situation very closely. 


1The term ‘crude oil” as used throughout this plan is oil at the wellhead. 
2 See Appendix A for reasons for separating Districts I-IV and District V. 











1332 RENEWAL OF TRADE AGREEMENTS ACT 


3. The plan above outlined should be reviewed by this or some comparable 
committee at least once a year. Under normal peacetime conditions we believe 
that such a review should proceed on the assumption that in districts I-IV an 
effort will be made to maintain a ratio between imports and domestic produc- 
tion of approximately 12.0 percent* and that in district V imports will be 
restricted to the difference between demand and the domestic crude oil that 
can be made available to the area on a reasonably competitive basis. 

4. The plan above outlined should be administered by the Department of the 
Interior under policy guidance from the Office of Defense Mobilization. In the 
administration of the plan, provision should be made for the hearing and con- 
sideration of cases where it is alleged that inequities would result from the 
application of the plan, with the understanding that the administrator will 
have authority to establish the necessary administrative procedures and act in 
such a manner as to alleviate inequities when they are found to exist, including 
any showing that the plan does not provide competitive opportunities for newer 
importers. 

(Signed) JOHN Foster DULLEs, 
Secretary of State. 
DoNALD A. QUARLES, 
For Secretary of Defense. 
GEORGE M. HUMPHREY, 
Secretary of the Treasury. 
Frep A. SEATON, 
Secretary of the Interior. 
JAMES T. O’CONNELL, 
For Secretary of Labor. 
SINCLAIR WEEKS, 
Secretary of Commerce, Chairman. 


SEPARATE DISTRICTS FROM WEST COAST 


Appendix A-1. Separation of Districts I-IV from District V 

The effect of imports into the United States on national security is entirely 
different in the eastern area of the country (districts I-IV) than it is in the 
Pacific region (district V). The facts may be set forth briefly as follows: 

(1) Districts I-IV have a substantial production capacity which is in ex- 
cess of actual production because the volume of production is controlled by 
certain of the State regulatory commissions in the interest of conserving the 
volatile components which would be lost in storage. Texas, for example, pro- 
duces approximately one-half of the crude oil in this area, and the State com- 
mission has recently limited production to 13 days per month to prevent waste. 
Stocks are in excess of the seasonal normal. 

(2) Commercial production in district V, which is represented almost en- 
tirely by California oilfields, is not controlled by regulatory bodies and is at 
as high a level as is consistent with sound engineering practices. Nevertheless, 
production is declining steadily and imports are necessary to meet the demand. 

(3) The geographic separation of districts I-IV and district V is such that 
transportation of crude oil or refined products from one region to the other 
is not being provided in such quantities as to meet the total demands of district 
VY. Crude oil produced in the intermountain territory tends to flow westward 
to the Pacific slope and is an increasingly important source of domestic supply 
for the area. 

The problems of the two regions are at the present time sufficiently dif- 
ferent so that the committee’s plan, as outlined hereafter, takes into account 
the separate and distinct features of each. 


*The relationship between imports and domestic demand would be approximately 9.6 
percent. In this report we have referred to the ratio between imports and production in 
order to be consistent with the report made by the Presidential Advisory Committee on 
Energy Supplies and Resources Policy in February 1955. In the future it is recommended 
that the statistics dealing with this problem be compiled on the basis of the relationship 
between imports and demand, instead of between imports and production. 
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Districts I-IV (area east of the Rocky Mountains) 


An analysis of table I shows that in 1954 crude oil imported into district I-IV 
represented 11.3 percent of the domestic production in the same area (1). Im- 
ports increased slightly in 1955 and the first half of 1956 to bring the ratio up to 
11.9 percent in the latter period. In the third quarter of 1956 imports increased 
sharply and the ratio increased to 13.5 percent. It would have been even 
higher in the fourth quarter if the Suez situation had not intervened in the last 
2 months of the year. Following the reopening of the Suez Canal the importing 
companies filed scheduled estimates aggregating 970,700 barrels per day for the 
last half of 1957 for an import ratio of 16 percent.* 


CRUDE IMPORTS, U. 8. PRODUCTION RATIO 


TABLE I.—Percent ratio of crude oil imports to U. 8S. crude oil production 
{In thousands of barrels daily] 




















| 
| First Third | Fourth | Second 
1954 1955 | half quarter | quarter half 
1956 1956 1956 1957 
- a | feanctenyenarenerany ee 
Districts I-IV: | 
ie tab ynaseoenenaewe . 605 689 | 735 830 718 1971 
Pe carathobbetod cadtiictianenh 5, 367 5, 835 6, 199 6, 155 6, 212 26,079 
Percentage ratio. ...........---.------ 11.3 | 11.8 11.9 13.5 11.6 16. 0 
District V: | | 
EIRDOEUs aos c0-<-- 55 kedpawcads Liaws 51 | 93 153 212 198 1275 
tire cdnwabls tebac ea ocsbivness 975 | 972 967 959 | 949 2923 
Despemteneeie. se «ca ewcynss 5.2 | 9.6 | 15.8 22.1 20.9 29. 8 
Total United States: 
it 2 Sita, ee | 656 | 782 1, 042 916 | 11,246 
United States production. --_.....-.- 6, 342 6, 807 7, 166 7, 114 7, 161 27,002 
oo ee 10, 34 | 11.5 12.4 14.7 2. 17.8 
| 


1 The importing companies in filing reports with the Office of Defense Mobilization estimated that their 
imports into district V for this period would be 296,000 barrels per day. There is reason to believe, however, 
on these imports will not exceed 275,000 barrels per day and, as a result, this figure is being used throughout 
the report. 

2 Estimated, Office of Oil and Gas, Department of the Interior. 


District V (area west of the Rocky Mountains) 


As indicated in table I, the 1954 crude oil imports to district V amounted 
to only 51,000 barrels per day, or 5.2 percent of the amount which was produced 
in that area. Imports increased steadily, as domestic production declined, 
until they are scheduled to average 296,000 barrels per day in the last half of 
1957. This would result in an import ratio of 32.1 percent for the area. The 
industry has followed the practice of using all of the domestic crude that has 
been available on a competitive basis. The scheduled imports are slightly 
higher than the estimated requirement. However, there is reason to believe 
that the imports for this period actually will not exceed 275,000 barrels per day. 
This would result in an import ratio of 29.8 percent for the area. 


1In 1954 imports of residual fuel oil into districts I-IV represented additional imports 
equal to 6.6 percent of the domestic production. Residual imports have remained relatively 
steady from 1954 to date. 


24093—58—pt. 1——-84 













RENEWAL OF TRADE AGREEMENTS ACT 


IMPORTS ALLOWED TO COMPANIES 


Taste II1.—Districts I-IV crude oil imports 
{In thousands of barrels daily] 


3-year | Programed| Import 








































































1954 1955 1956 average last half per 
1957 formula 
Established importers: 

I aialibavechyoeiiek thircna eceinidbeeeel 62.7 64.1 69. 65.4 75.7 58.9 
ee 117.9 125. 2 129. 124.0 153. 0 111.6 
a a 65. 1 68.8 73. 5 74.6 62.2 
aS tae and niin aie die 87.2 71.5 65. 78.9 67.1 
Standard of California............-- 70.6 76.7 75. 86.0 66.8 
Standard of New Jersey--.....--.---- 80.7 79. 4 79. 87.0 72.0 
SLES. dives rd canninndenecee tute ae 52.2 65.1 64. 74.9 54.5 
Ni asain tiple 536. 4 550. 8 56. 3 547.8 630. 1 493.1 

New importers: | 
IE ioc cae eam ce ton! 11.3 29, 2 Se 32.6 32.6 
4.3 17.2 OS 18.3 18.3 
Bese ae iccaaemaes 5.7 7.56 7.6 
Get Worthen 3................-.}_-.... ‘ 6.0 | 21,1 33. 0 33.0 
International Refinery !__.......-.--| 2.0 2.0 9.2 10.9 10.9 
i en ee ed eneten ; 3 3 = 
Lake Superior !_____- icocaeckeeenee 2.0 2.0 5.0 5.0 5.0 
I al Sah 2.0 6.0 10.0 10.0 
een te ae 7.0 | 10.6 11.1 12.0 12.0 
a cis catia eters ean 5 Sab eigen Shackle 7.5 7.5 
Standard of Indiana. -.-..........-.-- 15.5 15.0 17.8 49.4 29.8 
Stenderd of Ohio. .............-...- icineaieae oF 1.9 8.2 8.2 
Sk RRR ES PS SR, 3, 15.1 24.4 Pe te Gana 58.4 50. 4 
Tidewater ___- sia miciebniaeenaoaeie 5.1 | 12.9 eS 84.6 34,2 
I cui Lonceeedndoece 1.5 5.6 BPR ei eccat 2.9 2.9 
ali a al 63.8 128, 1 186.0 |._---- 340. 6 262. 6 
ONS he Ss : .8 10.1 12.7 é eee 
Total, districts I to IV..........-- 689. 0 SN Beech tnane 2970.7 3755.7 





1 Importer of Canadian crude. 
2 District I to IV production required 6,079. 
4 District I to IV production required 6,294. 


WEST COAST CRUDE OIL IMPORTS 


TABLE III.—District V crude oil imports 


[In thousands of barrels daily] 








| | ] 
3-year | Programed| Imports 













1954 1955 | 1956 average | last half per 

1957 formula 

District V: | 
Douglas se hialienes a - 1.6 | 1.0 | 0.9 | N. R. N. R. 
Socony (general petroleum). in 3.5 26.4 | 32. 5 | 20.8 | 26. 5 26.5 
Standard of California_- 21.0 17.7 | 22.1 | 20.3 68.0 68.0 
Shell ____- 4 aes ‘ 6.6 28.1 | 11.6 56.9 56.9 
Texas___- J ; 3 10. 6 | 9.4 21.9 | 14.0 | 19.0 19.0 
Tidewater __ ‘ ‘ Peewee 13.7 25.0 | 43.1 | 27.3 53.0 53.0 
Union. s ait ; | us 3.9 | 24.5 24.5 
United States Oil es TE vipameecgses cicnieh ee ieabenens alkenes 7.5 | 7.5 
Richfield_ . ea i 1.5 | 5 16.6 | 16.6 
Wilshire____- eaahag Saduicemee . | 12.2 | 4.0 24.0 24.0 
Others (to balance) _ __ Be tgs 2.2 | 6.3 | 4.9 | 4.4 | al 
Total... 51.0 | 93.0 179.0 3 107.7 I 1296.0 | + 296.0 





! There is reason to believe that the total imports for this period will not exceed 275,000 barrels per day. 
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The Cuairman. Thank you, sir, for bringing it to us. We appre- 
ciate your coming to the committee and giving us the benefit of your 
views. 

The Cuarrman. Our next witness is Mr. McGregor Smith. 


Mr. Smith, please give your name, address, and the capacity in 
which you appear, for the record. 


Mr. Sairu. In the interest of conserving time, I will file the follow- 
ing statement : 


STATEMENT OF McGrEeGoR SMITH, CHAIRMAN OF THE BOARD, FLORIDA POWER & 
Lieut Co. 


SUMMARY OF STATEMENT 


We in Florida are opposed to tariffs or import restrictions on fuel or crude 
oil sought for years by royalty owners and coal operators so they can raise 
their own prices. More consideration should be given to the unorganized Ameri- 
can consumer who has to pay the higher prices. 

Florida Power & Light Co. is one of the largest fuel oil users in the United 
States. Oil is such a large cost element and varies so much that our electric 
rates move up and down with the price of oil. We use over 10 million barrels of 
oil a year so a reduction of only 10 cents would mean a million-dollar reduction 
in electric bills. The entire State of Florida uses 40 million barrels of oil a 
year so that a 50 cent change in price means $20 million to the State. 

Fuel is vital to the United States. Ninety-two percent of all work is done by 
fuel; 70 percent of this is oil and gas. Our oil needs are great (and will 


double by 1975) and growing and we are using up our supply. We have 10 per- 
cent of the world’s oil and have used up 60 percent. The Middle East has 75 
percent but has used only 7 percent. We must conserve our oil. The best way 
to conserve our supply is to leave it in the ground and use someone else’s. 

We can’t supply our fuel oil needs now and new refineries make more gasoline 
and less fuel oil. Many foreign crudes cannot be refined this way so we save 
by importing foreign fuel and crude oil. Restrictions antagonize the friends 


and allies we need badly. We surely don’t want to see the Russians get the 
world’s largest energy supply. 

Oil is the most important commodity in our economy. Restricting supply will 
inerease the price and be felt by every individual in the United States. Oils 
are already high in price out of proportion to other commodities. An economic 
free flow of oil production here or a free flow of imported oil into our country 
mean lower prices to the American consumer. 

Florida, with no fuel of its own, depends on oil and should be free to use its 
harbors to receive oil from nearby Caribbean ports. A free market in oil is a 
necessity to Florida. This is so important that the Florida Legislature has 
officially urged the President and Congress to put no restrictions on oil imports. 

Import restrictions strengthen the Texas Railroad Commission’s control on 
oil prices which keeps them up, forces uneconomic production, stifles our free 
enterprise system, and subsidizes expensive production for the benefit of a few 
royalty owners at the expense of 160 million Americans. 

Small groups of royalty owners and producers urge restrictions in the name 
of national security. Actually they are interested in an unfair price for their 
oil. If they were really sincere and patriotic, they would want more imports, 
not less. In the last war, imports were higher in the war years than in the 
4 preceding years and our needs were worldwide. 

Instead of restricting imports, we should be encouraging greater imports to 
conserve our own oil and permit our citizens to enjoy lower prices for our most 
important commodity, namely oil and oil products. 

My name is McGregor Smith. I am chairman of the board of directors of 
Florida Power & Light Co. with headquarters at Miami. 

I’m glad that I live in a country where a citizen can present his side of a 
major issue to such an important legislative group. 

I am opposed to any tariffs or import restrictions on fuel or crude oil, no 
matter whether they be a result of Presidential trade agreements, legislation 


by the Congress, or voluntary agreements by the oil industry with or without 
the cooperation of some Federal Bureau. 
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I’ve read records of previous hearings before congressional committees. Page 
after page of testimony and exhibits from pressure groups weep and wail about 
the sickness of the oil royalty owners and the coal operators—all due to oil 
imports. It seems the only way they can be saved from immediate ruin is for 
Congress to pass restrictive legislation to cut their competitors’ throats, in order 
for them to boost their prices to the American consumers to even higher levels. 

More consideration should be given to the unorganized American consumer 
than to the organized pressure groups seeking some advantage that will mean 
higher prices to the consumer. I can’t see any difference in the effect on John 
Q. Public, no matter how the increased tariff or restrictions on the free flow 
of oil is brought about. He is soaked by higher prices for petroleum products 
in order that a few influential people may continue to make enough money 
from uneconomic oil wells to live better than the rest of the American public. 

Florida Power & Light Co. is one of the largest fuel oil users in the United 
States. Oil is such a big part of our cost and varies so much that the electric 
rates move up and down with oil prices. Thus, a change in oil prices doesn’t 
affect our stockholders, but affects directly the nearly 2 million people in our 
service area. This year we will use over 10 million barrels of fuel oil, so that 
a reduction in price of only 10 cents per barrel would mean $1 million reduction 
in the bills for electricity. The whole State of Florida will use 40 million bar- 
rels. Thus a difference of 50 cents per barrel means $20 million to the State’s 
economy. Chart I shows use of fuel oil in Florida and the United States of 
America—1946-57. 

Now, fuel is vital to our country’s very existence. Ninety-two percent of all 
work is done by fuel; 70 percent of this fuel is oil and natural gas. Our coun- 
try’s oil needs have become so great that we are using up our supply. In the 
ease of fuel oil, domestic sources for years have been unable to meet our own 
needs. The production is actually declining because our light crudes are being 
refined by new equipment to produce more gasoline and therefore less residual 
oil, which we call bunker C fuel oil. It is the trash or slop left over after taking 
out of a barrel of crude all products that can be economically refined. Certain 
foreign crudes cannot be refined to as high a degree as domestic crudes. There- 
fore, it is basically more economical to use foreign crude or import residual oils. 

Demand for oil is expected to double by 1975. We can’t supply these needs 
from our own reserves. At the end of 1956 our stocks and reserves divided by 
the year’s demand showed less than a 12-year supply. 

While we still have much oil in our country, this supply will fall more and 
more short of our needs. As fast as we may run we're still going to lose ground 
unless we get more and more oil from foreign sources. 

When we look at the world oil supplies, we see that we’re almost a have-not 
nation compared to other areas. The Middle East alone is now believed to hold 
three-fourths of the total world reserves. Only 7 percent of the oil thus far 
found in the Middle Bast has been taken out of the ground and many experts be- 
lieve that the oil found to date is probably not more than half of what’s there. 
On the other hand, we, with about 10 percent of the known oil, have used up about 
60 percent of our proven oil reserves. 

These figures from the Department of Interior and the Joint Committee on 
Atomic Energy expose an alarming situation. If we’re not to become a third- 
or fourth-rate world power, we must conserve our limited and precious oil sup- 
ply. It took millions of years to form this oil. It can’t be reforested in one 
generation, or a thousand generations. The best way to conserve our supply is 
to keep it in the ground and use someone else’s. 

Any limits on oil imports, voluntary or mandatory, or tariffs or other device 
will simply mean that we'll use up our oil sooner than otherwise, pay the few 
who happen to own this oil a higher price, and weaken our country physically, 
financially and militarily. 

Internationally, the restriction of oil imports is a slap in the face of the very 
nations whose friendship we need the most and cannot be offset by foreign aid. 
We should certainly keep our Middle Eastern friends strong and healthy and 
do nothing that would drive the world’s greatest supply of energy into the willing 
arms of the Russians. 

Next in importance to the oil in Asia are the reserves in Venezuela and Can- 
ada. Oil is the main factor in the economy of Venezuela and is becoming in- 
creasingly important in Canada. Here, again, it seems not only unwise, but 
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positively foolish for us to antagonize these two friendly neighbors of long 
standing. 

Oil, unquestionably, is the most important commodity in our economy. Re- 
stricting the supply of any commodity will inevitably cause the price to increase. 

The effect of higher petroleum prices will be felt by every individual in the i 
United States. The ultimate consumer will have to pay the bill. He'll pay | 
it directly in many ways, indirectly in many others. Gasoline for his car will 

cost him more; his fuel (gas and coal prices rise with oil) and electricity will 

cost him more. The farmer will pay more for the fuel for his tractors and 

farm machinery. The effect of increased prices will follow to manufactured 

products and every item that is transported, because railroads, trucks, buses, 

steamships, and airplanes depend upon oil for their fuel. Raising the price of a 

product by restricting normal supply is inflation in its plainest form. 

Chart II shows how the price of crude oil has gone up from $1.17 during the 
war years, to $3.07 on February 14, 1958, and that during the same period, 
bunker C fuel oil went up from 97 cents to $2.35 per barrel. The recent welcome 
drop in fuel-oil prices from the skyrocketing prices of a year ago, is due to the ' 
availability of fuel oil in Venezuela. The posted prices in the Caribbean are 
holding down the gulf-coast prices in the United States of America, thereby 
benefiting the American public. 

Chart III shows how much more fuel-oil prices increased from prewar days i 
to the end of 1957 than did the cost of living or wholesale prices of commodities. ; 
An economic free flow of oil production in this country, or a free flow of im- | 
ported oil into this country, would bring prices below those in existence today. | 
Chart III certainly shows that fuel oil has already gone up out of proportion 
with the index of all commodities. 

Florida is just about as near to Venezuela as it is to Texas. While our State | 
has no fuel of its own and is almost completely dependent upon oil brought in | 
from outside the State, we do have a God-given coastline and harbors which 
we think we should be free to use in bringing oil from the Caribbean without 
restrictions of quotas or import tariffs, to meet the higher prices of oil resulting 
from the Texas Railroad Commission holding down production for the purpose 
of setting higher prices. A free market in this essential commodity is a necessity 
for our State. 

The Florida Legislature recognized this at its last session by passing the 
following : 


































A MEMORIAL TO THE CONGRESS OF THE UNITED STATES OF AMERICA URGING THAT 
NO RESTRICTIONS BE PLACED UPON THE IMPORT OF CRUDE AND RESIDUAL FUEL 
OILS 












Whereas the industries and businesses of Florida are almost entirely de- 
pendent upon the use of fuel oil and Florida is one of the largest users of fuel 
oil in the country ; and 

Whereas refining processes are improving and more gasoline and other more 
valuable products are being produced from a barrel of crude leaving less fuel 
oil; and 

Whereas the production of residual fuel oils within the United States is 
not sufficient to supply the fuel-oil requirements of the United States and its 
people; and 

Whereas the United States is consuming 57 percent of the free world’s petro- 
leum supply and has only approximately 20 percent of the free world’s proven 
petroleum reserves ; and 

Whereas it is in the interest of the United States to conserve its petroleum 
supply; and 

Whereas the continued imports of crude and fuel oils is necessary to the 
economy and public welfare of the United States and is essential in the public 
interest to the maintenance of a competitive price level that is just and fair 
to the users ; and 

Whereas efforts have been made in the past and attempts may be made in this 
Congress to impose restrictions upon the imports of crude and fuel oils: Now, 
therefore be it 

Resolved by the Legislature of the State of Florida, That the Congress of the 
United States is hereby memorialized and respectfully urged that no restrictions 
be placed upon the import of crude and residual fuel oils ; 
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That copies of this memorial be transmitted forthwith by the secretary of 
state of the State of Florida to the President of the United States, the President 
of the Senate and the Speaker of the House in the United States Congress, and 
to each of the Senators and Representatives in the United States Congress; and 

That a copy of this memorial be spread upon the journal of both the Senate 


and the House of Representatives and sufficient copies thereof be delivered to 
the press. 


Any restriction of imports strengthens the control of the Texas Railroad Com- 
mission on oil prices. This agency, subject as it is to tremendous pressure, 
should not be entrusted with the power of balancing the supply of our Nation's 
principal fuel source. Its basic interest seems to be holding down production to 
keep oil prices artificially high, thus penalizing all of the citizens of the 48 
States for the benefit of a few Texas royalty owners. 

The ultimate effect of letting the Texas Commisison manipulate the supply 
to keep the price up, forces uneconomic oil production at unnecessarily high 
prices which is a useless waste of manpower and material. This not only stifles 
the free enterprise system that made this country great, but subsidizes expen- 
sive production for the benefit of a favored few at the expense of 160 million 
citizens. Why should we tax our people to protect the sale of expensive oil 
from wells producing 12 barrels a day from our meager supply when we can use 
oil from wells producing 5,000 barrels a day from the world’s largest supply? 
Why not use milk from cows that give a lot of milk? Why should we be ex- 
pected to pay the cost of milk produced only from “strippers?” 

The pressure for tariffs and import quotas on imported oil comes from small 
groups of royalty owners and oil producers whose interest is getting an unfair 
price for their oil. It’s true that the coal people join in the chorus, but they’re 
at least candid and admit that they want to throttle their competition and 
keep coal prices up. The oil agitators, on the other hand, drape the American 
flag majectically over their shoulders and make pious claims that they’re doing 
it all in the name of patriotism and national security. If these people were as 
high-minded as they make out and were sincere, they’d advocate a greater use 
of foreign oil rather than further restrictions. 

Oil imports were vital to us in the last World War (in spite of submarine 
losses, we imported more oil during the 4 war years than in the preceding 
years) and in the Korean war. If we restrict imports, we may find we can’t 
turn them on and off like a faucet. In case of another war, we'd find as we did 
in the previous world wars that our oil needs would be world-wide and adequate 
foreign sources would be essential. Our merchant marine and sea power 
depend on oil and are not convertible to coal. In World War ITI most of our oil 
needs for the Armed Forces were outside the United States. 

The idea of tariffs and restrictions on imported oil has been plugged by the 
same people for some 30 years. In the beginning and during all the years 
between, right up to the present time, it was predicted that without a tariff 
or quotas the domestic oil industry would wither and die and that all of the 
independents would be swallowed up by the majors. Just the reverse has hap- 
pened. The independents have become stronger and some of them are wading 
into the import business with both feet. And over all this period, the oil people 
have been selling more and more oil at higher and higher prices and have re- 
mained one of the most profitable industrial groups in our entire economy. 

Instead of advocating restrictions on imports of oil, we should be encouraging 
greater imports in order to bring about a conservation of our own oil and at the 
same time, permit the American public to receive the benefit of lower prices of 
the important and widely used commodity of the American consumer; namely, 
oil—gasoline, kerosene, lubrication, heating, and industrial fuels. 
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CHART 0 


‘ AVERAGE PRICE OF CRUDE PETROLEUM 
36°- 36.9° GRAVITY; KANSAS - OKLAHOMA AT THE WELLS, 
And 
AVERAGE OF AVERAGE MONTHLY LOW AND HIGH QUOTED PRICES FOR 
BUNKER ‘‘C’”’ FUEL, GULF COAST. CARGOES 


Bunker C 
Bunker C 


Average for Average for February 14, 1958 
1932 - 1941 1942 - 1945 





Sources: Piatt’s Oil Price Handbook. February 1958 
“Survey of Current Business’’ U.S. Dept. of Commerce 
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CHART Il 


ANNUAL AVERAGE OF AVERAGE MONTHLY LOW & HIGH QUOTED PRICES FOR 
BUNKER ‘‘C’’ FUEL, GULF COAST CARGOES 
1935 - 1939 = 100 
And 
ANNUAL AVERAGE WHOLESALE PRICES OF ALL COMMODITIES 
COST OF LIVING - ANNUAL AVERAGE RETAIL PRICES OF ALL COMMODITIES 
Index 1935 - 1939 = 100 


400 


1940 '41 '42 '43 '44 '45 '46 '47 '48 '49 '50 '51 '52 '53 '54 '55 ‘56 





‘Sources: Fuel Oil - Platt’s Oil Price Handbook February 1958 
Prices - ‘‘Survey of Current Business’’ U.S. Dept, of Commerce 
Cost of Electric Service, U.S.A. - Edison Electric Institute 
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The Cuarrman. Thank you, sir, for your consideration. It is 
rather late in the day. 
(The following material was filed with the committee :) 


ANDERSON, CLAYTON & Co., INC., 
Houston, Tex., March 15, 1958. 
Hon. Wixzeur D. MILLs, 
House Office Building, Washington, D.C. 


Dear Mr. Mitts: You may remember me from the war days in Washington. 

I have always supported the reciprocal trade-agreements program and, for the 
several years that I was in the State Department, I had charge of its adminis- 
tration. I strongly endorse the present effort to obtain the renewal of this 
program on a 5-year basis, with no crippling amendments. I would love to come 
to Washington to testify during the present hearings before the Ways and 
Means Committee, of which you are chairman, but I am unable to do so on 
account of serious illness at home. 

I enclose a short article I have written, entitled “What Price Oil”? I will 
appreciate it very much if you will see that this gets into the record of your 
hearings. I will have this article in pamphlet form early next week and will 
see that a copy is sent to each member of your committee. 

With kindest regards and every good wish, I remain, 

Sincerely yours, 
W. L. CLAYTON. 
WHat Price O11? 


The high-powered drive to cut oil imports differs little from similar efforts 
by domestic producers of other products. 

Underneath all such efforts is an understandable, human impulse to choke 
off competition and protect prices and profits. 

Nevertheless, such attempts should be understood for what they are: Promo- 
tion of the short-term, special interest of certain producers, against the national 
interest. 

The national interest demands that such efforts be defeated. 

America consumes about one-third of the energy used in all the world. Every 
man, woman, and child is a consumer of energy in one way or another. It is 
highly important to every citizen and to our national economy that nothing be 
done to lessen our energy supply or arbitrarily raise its costs. 

Proponents of restriction argue that national defense requires that we cur- 
tail our dependence on foreign supplies of oil. 

How long do they expect world war IIT to last? 

Really, the weight of the argument is just the other way around. 

The facts are that our proven reserves of oil won’t last us another 20 years. 
If we acted in the national interest, we would increase our imports of foreign 
oil and thus postpone the time when we must depend upon such imports. 

How long will we go on protecting our minorities at the expense of all our 
citizens? How long will we continue an archaic policy which angers our allies 
and the Free World generally, causing bitterness and retaliation? 

The Russians are smart. They roam around the world, offering trade. We 
give away some millions here and some there. The Russians give little, but 
they trade. No self-respecting people wants charity; they want to earn their 
way. 

Is it any wonder that we are losing the cold war? 

These are tragic times for all the peoples of the world 

As long as the United States maintains its ability to destroy Russia in event 
Russia starts destroying the United States, world war III is unlikely. 

But we could, nevertheless, lose almost everything that is dear to us, except 
life itself, without a shot being fired. 

To seize the initiative in the cold war and turn defeat into victory, we must 
first make ourselves worthy of the leadership of the free world. We will never 
do that so long as we continue to act in the short term, special interest of our 
minority groups, against the national interest and against the needs and 
interests of our allies and other nations of the free world. 

Our oil imports come partly from Venezuela (buyer annually of $1 billion 
of American goods, and economic equivalent of 250,000 American jobs), partly 
from Canada (our best customer in all the world), partly from the Middle 
Hast (just now the powder keg of the world). 
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Are we going to make all these areas mad just to maintain high prices and 
big profits for oil producers? If so, we are headed down a road which leads 
to disunity in the free world and its eventual defeat. 







WILL CLAYTON. 










Houston, Trex., March 15, 1958. 


Dear Str: In case you do not have time to read this testimony, the substance 
of it is that I am asking for less, not more, control of the oil industry. This 
is for the record of the Ways and Means Committee and I hope you will have 
a chance to peruse it. 






E. R. BArry. 





My name is BR. R. Barry. I am employed by Hanley Co., an independent oil- 
producing firm, operating properties in west Texas. I appreciate the time you 
have given me to express my views on the problem of imports and to offer sug- 
gestions for an equitable solution. 

There is no doubt that the domestic oil industry is suffering a loss of market 
to foreign-produced oil and an even more serious threat to American workers lies 
in the increased importation of foreign-refined petroleum products. I will not 
burden your records with further discussion of the recession that has occurred 
in our industry, but I would like to point out that besides imports, there are more 
critical factors at work and, perhaps, Government regulation of the natural-gas 
industry is primary among these. 

In terms of crude-oil production, the natural-gas industry now furnishes the 
equivalent of 4,880,000 barrels daily. The increase in the production of natural 
gas and liquids in the last 10 years alone has supplemented the equivalent of over 
3,480,000 barrels daily. Government control has, for practical purposes, frozen 
natural-gas prices at their levels of over 2 years ago and that industry is thus 
supplying petroleum energy in competition with crude oil at a discount of about 
75 percent at the wellhead. I think this is a clear example of the harm that has 
been done to our industry by the Government regulation we now have. 

Whenever we appraise the relative prosperity of our industry, it is important 
to note that other basic industries, such as steel, are also operating at rates sub- 
stantially less (approximately 55 percent) than their normal capacity. We are 
not alone in this recession, but I am afraid many of us have looked in the wrong 
direction for the real cause of our troubles. With the exception of a few com- 
panies, who are acting like the “hot oilers” of the east Texas boom days, the 
importing companies have cooperated with the recommendations of Captain Car- 
son’s committee. The importation of foreign oil is, in fact, within 3 or 4 percent 
of the quotas. 

It would seem fair to say that the distress in our industry can be traced, firstly, | 
to the Government control of natural gas; secondly, to the fact that demand for 
crude is related directly to the depressed industrial activity of our country and, ; 
thirdly, to imports of foreign crude and products. 

Wherein lie solutions that can properly be considered the responsibility of 
your committee? As to the first problem, you should recommend the unfettering 
of our natural-gas industry in order to give impetus to the exploration for and 
the dedication of greater gas reserves. As to the second, men of considerably 
more ability than I have already made recommendations for the stimulation of 
our economy and I do not consider myself qualified to supplement their testi- 
mony. Thirdly, as opposed to the invocation of mandatory controls, I think that 
a more nearly realistic tariff on foreign crude oil and foreign petroleum products 
would not only be justified in that it would furnish protection to a vital industry 
and the vast numbers of people who are associated with or employed by it, but it 
would also supply a source of revenue to our Government without imposing the 
burden of further taxation. 

I think it is interesting to note the tariff policies of some other countries 
who, in contrast to the United States, are almost totally dependent on foreign 
oil for their very existence as industrial powers. 

West Germany, for example, can supply only one-third of its oil require- 
ments. Their tariff is $4 a barrel. A more vivid example is England. In 
the fall of 1956, the closing of Suez virtually cut off all their oil supplies 
and gasoline rationing was strictly enforced (England has practically no oil 
production). They increased their tariff on gasoline 14 cents per gallon, lest 
British workers suffer by the importation of refined products. Here is a 
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country almost totally dependent on the importation of every type of raw 
material for her industry and during the last 10 years, England’s tariff rates 
have increased 48 percent.? Last month, the duty on gasoline imported into 
United States was reduced 42 cents per barrel, a cut of 80 percent. 

The oil industry of the United States was built by free enterprise, coupled 
with the confidence and determination of men who have never been disheartened, 
except by bureaucracy. There is no function of our business, particularly 
the vital phase of exploration, that lends itself to improvement by Government 
regulation. I hope you gentlemen will give encouragement to our industry by— 

1. Releasing control over natural gas. 

2. Continuing the voluntary imports plan, but coupled with a realistic 
tariff, particularly on products. 

3. Restricting purchases by Government agencies to American-made 
products. 

I think you will agree that my presentation has been open and honest, as 
well as fair to all sides concerned with this problem. I ask that you give it 
your fair consideration with the realization that all I am asking is that our 
industry and the people who work in it be allowed to continue, unhampered. 
I assure you that the result will be that for years to come, our industry and 
our country will be more prosperous. A vigorous economy, unfettered by the 
redtape of bureaucracy will be the greatest deterrent to the encroachment of 
the philosophies of socialism and communism. 


INTERNATIONAL OILMAN, 
Fort Worth, Tex., March 20, 1958. 
Hon. WILBER D. MILLs, 
Representative from Arkansas, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Mr. Chairman and distinguished members of the Ways and Means Committee, I 
am sorry my request was made too late for me to appear in these hearings on the 
oil imports question. But, so much has been left unsaid in clarification of data 
that can be misleading to people not familiar with oil industry operating and 
statistical practices, it seems my duty to add to the testimony in defense of the 
status quo. 

During the past 11 years, we have published many articles in our magazine 
discussing all three main aspects of the oil imports question, written by pro- 
ponents of each cause—the viewpoint of independent domestic producers, the be- 
liefs of the importers, and expressions of the public interest in terms of supply, 
prices, and national defense. Thus—in my status of an oil industry publisher 
enhanced by experience as an economic research analyst in Federal service—it has 
been possible for me, and our editorial department, to keep a relatively unbiased 
viewpoint concerning the ramified problems of this outstanding example of free 
industrial enterprise. 

A vocal group in the domestic petroleum industry has for many years been try- 
ing to convince successive Congresses and their various committees of the “urgent 
need” for imposing mandatory controls on imports of foreign oil. They have not 
yet been able to prove this need, because the record has been to the contrary. 
(Exhibit I—article, ““The False Prophet’. ) 

Their latest effort is te try to persuade this committee that it is now necessary 
to impose mandatory legislative limitations on petroleum imports, through quotas, 
or tariffs, or both. They base their arguments on two main premises. Firstly, 
that the volume of imports are injuring the domestic producer and threatening 
himw ith ruin; and, secondly, that the voluntary control of imports has failed. 

I wish to state categorically that in my view, neither of these allegations is 
true. The causes of their woe come from quite different directions. United 
States Government statistics prove my contention that— 

1. The rate of expansion of the domestic oil producing business has slack- 
ened not solely due to imports, as has been alleged ; rather it results the over- 
all business recession which has reduced the demand for all fuels below ex- 

pectations, and primarily due to impact of competitive fuels from domestic 
sources. 


2 February issue of American Tariff League. 
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2. The effect of oil imports on the parlous condition of domestic producers 
has been overstated. Their outcry, their panic, has been induced by fear of 
injury that might be, rather significant loss of business. What actually has 
happened is that their percentage share of a growing market has been re- 
duced. Their volumetric sales are not adversely affected, and their gross in- 
come is rising. But, as their costs are rising even more rapidly, the law of 
diminishing returns has them in an economic vise and they seek by all means 
to ease the pressure. 

3. The constant stress on the dramatic reductions in “allowable production 
days” in Texas has not been conducive to clear understanding of the picture 
in that State. United States Bureau of Mines statistics on overall oil output 
in Texas over the past half dozen years—during which, as you were shown, 
the allowables themselves have been reduced—record a continued mainte- 
nance of actual levels of production. In fact, last year’s production was 
the second highest in the history of the State’s petroleum industry. 

4. The charge that voluntary controls of oil imports have failed is wholly 
unfounded. 

5. If all oil imports were totally excluded from the United States—and 
had been excluded from the very beginning—the resultant additions to the 
sale of domestic crude would not have been sufficient to alter the fact that 
petroleum is losing ground to other fuels (as coal did, before it). Oil’s 
chief competition today is from natural gas and gas liquids. Tomorrow, 
nuclear power may prove a significant factor. 

6. Historic and current levels of petroleum imports have not been detri- 
mental to the search for and discovery of new domestic oil reserves. The 
law of diminishing returns (hence reduced incentives) is responsible, as can 
be proved from the record. This trend can be mitigated by improved 
incentives, but it cannot be halted. 

7. Continued importation of petroleum in reasonable quantities is essential 
to our economic welfare and our national defense. 


DOMESTIC OIL INDUSTRY IS FUNDAMENTALLY HEALTHY 


Domestic petroleum producers have continued to make gains in many aspects 
of their operations, despite the deceleration of expansion rates. Their complaint 
really is that these gains have not been as large as they might have been. 
(Exhibit II—Chart: Volumetric Growth of Domestic Oil Output Has Not Been 
Retarded by Rising Imports). It is conceded that drilling activity is off. But 
this cutback cannot, in all fairness, be blamed on oil imports. For one thing, 
the tempo of drilling similarly was falling off a year ago, when the United States 
was again a net exporter and domestic producers were enjoying unprecedented 
sales volume. 

Meanwhile, it is a major error to ignore the fact that the United States is 
experiencing a temporary economic slowdown, which it entered as much as a 
year or two ago. But, despite this general business condition, oil has continued 
to make gains. Last year, the rate of domestic production of petroleum was 
at an alltime high and only the fact that 1956 was a leap year prevented the 
total output from reaching a new peak in 1957, too. This growth should be 
contrasted with other key segments of the national economy. 

Steel is probably the most exact indicator of our industrial health. Despite 
steadily increasing capacity (now at 140,742,570 tons per annum), production 
of steel has declined during the past few years from its peak of 1955. 


Influence of market demands on oil and steel output 


Steel produc- | Domestic oil 
tion (tons | output (bar- 
per annum) | rels per day) 


112, 700, 000 


1 Preliminary figure bases on U. S. Bureau of Mines data for January-November plus A. P. I. data for 
December. 
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Other American industries tell similar stories to steel; yet, through all this 
curtailment of business generally domestic petroleum output has actually ex- 
panded. This deceleration of oil’s rate of expansion, and any cutback that 
might take place just now, is indissolubly linked with the overall United States 
economy. It is shallow thinking to attribute it solely to the incidence of 
imported petroleum. 

A recent independent study’ pointed out that the all-important consideration 
in regard to imports is not whether the domestic oil industry has been reduced, 
but whether or not it has been directly injured by foreign competition. Evi- 
dence cited shows that with little or no tariff protection—as was deemed cor- 
rect by over 50 previous congressional committees—the domestic oil-producing 
business has shown improvement on both long- and short-term bases over the 
past quarter century. A number of recognized economic yardsticks were em- 
ployed to prove this. Oil imports undoubtedly have slowed this growth, stated 
the report (Exhibit I1I—Article, “Are Imports Restrictions Based on Unsound 
Premises,” extracted from PIRF* report mentioned above), but domestic pro- 
duction has “continued, nevertheless, to maintain a rate which must be consid- 
ered healthy by all existing standards of American business * * * the domestic 
oil and gas industry is continuing its dynamic expansion, despite the increase 
of competitive imports.” 


NATURAL GAS COMPONENTS—THE FORGOTTEN FACTOR 


It was a passing mention in this report which first drew my own attention 
to the manner in which spokesmen for domestic oil producers have ignored in 
their perennial outcries prophesying doom and gloom (exhibit I) the very sig- 
nificant part which natural gas and gas-derived liquids play in the income of 
the domestic oil producer. The two gaseous products contributed nearly 20 per- 
cent of the gross income of the United States hydrocarbon producing industry 
in 1956 (and 47 percent of its energy volume). Furthermore, approximately 
one-third of all natural gas output in this country is yielded by oil wells. These 
are factors which must be considered in assessing the plight of the domestic 
oil producer. 

Since the PIRF report did not more than touch upon this point, I asked our 
consulting editor, Henry J. Struth, to analyse pertinent United States Bureau 
of Mines statistics with a view to evaluating these important factors. (Mr. 
Struth, may I add, is a well-known petroleum economist who has been associ- 
ated with the oil business for more than three decades. He set up the petroleum 
economics department for one of our Latin American neighbors a few years ago, 
and has been called in as an expert witness at oil industry hearings of the Texas 
Railroad Commission.) The following facts and figures have been compiled 
under my direction, analysis of which shows that in actual fact it has been the 
impact of domestically produced natural gas and gas liquids, rather than oil 
imports, which are the cause of the current depressed state of some domestic 
oilfield onerations statistics. Furthermore, it is evident that the domestic oil 
producer has been putting into his left pocket part of the income which he alleges 
has been taken out of his right pocket. 


NATURAL GAS IS DISPLACING MARKETS FOR DOMESTIC AND FOREIGN OIL 


Natural gas and its liquid products have had a far greater effect upon the 
markets for crude oil and its products than any other single factor. In fact, 
natural gas has displaced more oil in the United States than imports of crude 
oil and refined products combined. (Exhibit [V-a—Chart, “Total Demand For 
All Petroleum, Natural Gas and Gas Liquids and Respective Market Volumes.”’) 

Factual analyses of market volumes of oil, natural gas liquids, and the oil 
equivalents of dry natural gas, tend to minimize the volumetric effect of im- 
ports of crude oil and refined products. Since 1935, imports of all oil in rela- 
tionship to total demand for all petroleum rose from 3.6 to 10.7 percent. During 
this period, however, the marketed volume of natural gas and its byproducts 
surged upward from 24.8 percent in 1935 to 41 percent of the total market in 
1957. Meanwhile, the expansion of long-distance transmission systems has en- 


1The Petroleum Industry Research Foundation, Inc., New York, N. Y. 
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abled the gas industry to displace markets for heating oil and industrial fuel 
in an ever-widening perimeter. In similar fashion, gas liquids have replaced 
products refined from crude petroleum, not merely as fuels but also as raw 
materials for chemical processes. 

In 1945, for example, the daily consumption of fuel oils averaged 2,177,000 
barrels per day, comprising 30.4 percent of the combined markets for oil and gas. 
In 1957, the demand for fuel oils averaged 3,400,000 barrels per day, but this 
volume represented only 23.8 percent of the combined market for oil and gas. 
Even if we assumed no growth in the market for fuel oils, the loss of 6.6 percent 
in demand in today’s markets represents a volumetric loss of at least 940,000 
barrels per day. Meanwhile, natural gas has captured new markets for fuels 
by a volumetric gain of 11.6 percent, which is equivalent to about 1,653,000 bar- 
rels per day of liquid fuels. 

The oil industry thinks and talks in terms of daily requirements for crude oil 
and refined products. Demand leveled off in 1957 to about 9,350,000 barrels per 
day, including gas liquids, but this does not include the oil equivalent of the 
natural gas marketed. The natural gas industry’s marketed production in 1957 
aggregated about 10,700 million cubic feet, which was equivalent to nearly 1,800 
million barrels of oil, or 4,906,000 barrels per day. When this is added to the 
demand for oil, the combined demand for all petroleum including gas in 1957 
averaged 14,250,000 barrels per day. 

Percentagewise, the oil producer’s share of the total petroleum market, seem- 
ingly, has been declining since 1940. In 1957, crude oil production in the United 
States comprised 50.3 percent of the total petroleum market for oil and gas, 
whereas in 1940 it represented 71.2 percent of the total market. Corrrespond- 
ingly, imports of crude oil and refined products in 1957 represented 10.7 percent 
of the total petroleum market, whereas in 1940 such receipts comprised 4.4 percent 
of the total demand. Volumetrically, the oil producer’s output since 1940 has in- 
creased 3,478,000 barrels per day, while imports during this period rose 1,296,000 
barrels per day. Yet, what many oil producers have perhaps failed to realize 
is the fact that the volume of gas and gas liquids consumed has shown a relative 
increase since 1940 of no less than 4,484,000 barrels per day, which comprises 49.5 
percent of the total demand gain of 9,059,000 barrels per day during this period. 

The inroads of gas upon the markets for oil cannot be entirely regarded as an 
ill omen for oil producers, because at least a part of the demand for natural 
gas is credited back to the oil producer. As stated, approximately one-third 
of all the natural gas produced is obtained from oil wells, while many oil pro- 
ducers also operate gas fields. Thus, domestic oil producers have obtained a 
definite advantage in the expanding markets for gas and gas liquids. Refiners 
of domestic or foreign crude oil, on the other hand, are vitally affected by the 
displacement of fuel oil markets with natural gas, not to mention the impact 
of natural gas liquids on this and other markets. 

The slowdown in demand for distillate and residual fuel oils has been par- 
ticularly pronounced since 1945, when the gas division of the industry embarked 
upon a vigorous program of expansion, and when a substantial volume of burner 
conversions from oil to gas began to show up in the industry’s statistics. The 
demand figures show that while the oil equivalent of natural gas demand rose 
3,117,000 barrels per day between 1945 and 1957, the demand for fuel oils was 
only 1,223,000 barrels per day greater during this same period. In other words, 
while the demand for natural gas increased 174 percent, the demand for fuel oils 
rose only 56 percent. These inroads upon the markets for fuel oil have un- 
doubtedly had a pronounced effect upon the oil industry’s top-heavy stock posi- 
tion. The cumulative effect of such displacements by gas is reflected in today’s 
excessive inventories of petroleum products— which, in turn, has a depressant 
effect upon prices of crude oil and refined products. 
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Relative market position of oil and natural gas showing percentage relationships 
of oil and gas demand, crude production, and imports 








Petroleum demand volumes 1935 1940 1945 1950 1955 1956 1957 2 






































Natural gas marketed: 
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Distillate and residue fuel oils... ___ 5 . 2| 30.4 7.6) 29] 226] 238 
Other products of crude___..............-.-.- 47.5 45.6 40. 2 37.8 36. 6 35. 4 85. 2 
Total products of crude__...........-.. 75.2 73.8 70. 65.4 61.5 60.0 59.0 
Total demand, oil and gas..........._.. ~~ 400. 0 ~ 400.0 ~ 100.0 ~ 400.0 ~ 100.: 0 100.0 100.0 
Crude oil production......................... 69. 6 71.2 65. 7 55.8 51.9 51.9 50.3 
Imports, crude and products_..............--| 3.6 4.4 4.3 8.8 9.5 10.3 10.7 

























1 At 6,000 cubic feet per barrel of oil. 
? Preliminary estimates based upon 11 months. 


Source: U. 8. Bureau of Mines Petroleum and Natura! Gas Reports. 


Consideration of these basic facts, which are illustrated in the accompanying 
charts and tabular matter, places far more emphasis upon the impact of natural 
gas as a market displacement factor than the effect of oil imports, which thus 
far have borne the brunt of the blame for production allowables cutbacks and 
excessive supplies of oil. 

This fact is particularly emphasized by the trend curve for volume of im- 
ports between 1950 and 1957, which in relationship to total demand for oil 
and gas, rose only 1.9 percent, while the demand for natural gas and natural gas 
liquids rose nearly 74 percent (exhibit IV-b—chart, “Relative Demand for Oil 
and Gas in the U.S. A.’”). 

Today, natural gas comprises 29.7 percent of the Nation’s output of mineral 
fuels and represents a growth since 1935 of 460 percent. Meanwhile, crude oil 
production has increased 165 percent, while coal production (for purposes of 
comparison) has shown a minor gain of only 8 percent. 


THE PARLOUS CONDITION OF DOMESTIC PRODUCERS HAS BEEN SOMEWHAT OVERSTATED 









The domestic producers, themselves, have been misled by an ever-flowing 
stream of verbiage concerning their parlous condition—dramatized with charts 
of a type calculated to confuse the hasty reader. You gentlemen, too, have 
seen these charts wherein selected curves computed on quite different scales 
have been juxtaposed to present a picture which does not stand up under close 
examination. And, always, all the ills of the industry are blamed on that 
convenient scapegoat, imports. 
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Detroit’s sale of automobiles is off, too; but nobody blames the continued rapid 
percentage rise in sales of imported European cars as being the cause for this 
slump. 

There are things wrong with the petroleum industry of the United States 
which require remedying. Some of these are its own fault, and others are be- 
yond its control—just as is true of the automobile industry. But, in neither 
instance are imports the cause. Imports are purely a secondary factor, and 
serve to supplement domestic supplies for particular needs. We have an over- 
supply of domestic oil, just as we have an oversupply of domestic automobiles. 
The market, despite this oversupply, is prepared to absorb a growing volume of 
oil imports to meet the requirements for such oil, even as in that other field of 
endeavor it absorbs the rising influx of specialized autos when there is a glut 
of the home product. These are symptoms of an economic ill, perhaps, but are 
not illness in themselves. A review of some United States oil industry statis- 
tical highlights will reveal some of the strengths and weaknesses of our business 
economy. 

Regarding its strengths, it is apparent that the growth in imports has not 
historically served to have any adverse long-term influence on either oil-well 
drilling in the United States, nor on the regular gains in United State Proven 
Petroleum Reserve (exhibit V—chart, “Rising Imports Don’t Retard Intensity 
of Drilling Effort or Growth of Proven Oil Reserves’). As mentioned earlier, 
domestic production of crude oil, too, has continued to risse, in contrast to a 
2-year decline in steel output and similar slump in other key industries. This 
trend of domestic production in America has been historically true despite 
gains in level of imports (exhibit Il). But, after all, this is in terms of volumes, 
and the domestic producer is pleading economic injury. He says that the so- 
called flood of imports is putting him out of business. So, we must examine the 
financial aspects, too. 

It is quickly evident that the growth in imports has not served toe weaken the 
basic price of crude oil. Historically, and in these recent years when opposition 
to imports has reached a crescendo, the curve of crude oil prices as recorded 
by the Independent Petroleum Association of America, has shown an upward 
trend that is consistent with that of the imports curve, rather than otherwise as 
some would have you believe (exhibit ViI—chart, “Rising Petroleum Imports 
Have Not Undermined Prices of Domestic Crude Oil”). It is true that in recent 
weeks there has been several instances of isolated reductions in the price refiners 
are willing to pay for certain domestic crudes. But, there has been'no general 
break and the consensus is that average price of crude oil has dropped only 2 
cents per barrel. Since the curve of imports has been pulled downward by the 
implementation of the voluntary controls system prior to these price reductions, 
imports cannot be fairly blamed for this temporary softening in the price of 
domestie crude. 

Anyhow, we have shown that the domestic oil producer obtains from his wells 
saleable products in addition to crude petroleum, and these add te, his gross 
earnings. The annual income from oil wells has shown consistent improvement 
during the past 17 years. Despite the growth in the number of productive wells, 
which now number about 565,000, compared with only 389,000 in 1940, there 
has been a modest but steady upward trend in the amount of oil obtained from 
the average well. This yield fell off slightly last year, allegedly due to imports, 
but still compares favorably with all preceding years other than the 1956 peak. 

(Exhibit VII—chart, “Annual Gross Revenue Per Productive Oil Well, from 
Oil and Gas”.) Due to the improvement in crude oil prices, however, not to 
mention increasing revenues from natural gas and gas liquids, the earnings per 
well have shown spectacular increase during the past 10 years, and even the 1957 
dip in per well yield failed to halt the upward climb in gross income per well. 

Thus, the annual gross revenue per well from sales of oil and gas increased to 
$15,288 in 1957 from $14,178 the previous year, and from only $3,725 in 1940. 
Last year’s gain in the combined value of oil and gas from oil wells was more 
than $1,100 per well over 1956 income. This hardly supports the contention 
that crude oil imports are putting the domestic producer out of business. 
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Income from oil wells 


[Value of Oil and Gas from Oil Wells, and Gross Revenue per Well] 








Average value of Value of Gas Total 
number | Market Oil marketed) Percent gas revenue gross 
Year produc- | value of | revenue gas from oil | from oil | per oil | revenue 
ing oil crude | per well | products; wells wells well per oil 
wells ! well 
(Millions) (Millions) (Millions) 

1940... Siemiemeeall ee $1, 385 $3, 601 $120 | 40 $124 $3, 725 
EE Tee 394, 1, 602 4,061 138 | 39 5 134 4, 195 
2008 iii 26K 402, 400 1, 643 4, 083 154 35 a4 134 4, 271 
SOR 0 os, -npennnies serene 406, 005 1, 809 4, 455 177 35 60 118 4, 603 
SEE a ielin saan acne 606, 695 2, 033 4,999 190 34 65 159 5, 158 
Wem edit bk 413, 985 2, 094 5, 058 191 34 65 181 5, 239 
BOs dsnipdunte~ch- eon 418, 605 2, 443 5, 836 212 38 81 193 6, 029 
ttl en tetermnnel: 423,870 3, 578 8, 441 275 44 121 284 8. 725 
aman 432, 085 5, 245 12, 139 333 36 120 207 12, 416 
Tene. 3 Weck 443, 4, 675 10, 546 341 34 116 264 10, 810 
R008 oo isd 3 ce —frcrs 457, 275 4, 963 10, 853 409 34 139 304 11, 157 
Deena Senindll 470, 5, 690 12, 095 543 33 179 380 12, 475 
Bs iin anceps atebiiinte 481, 755 5, 785 12, 008 624 33 206 427 12, 435 
Ws BL 493, 6,317 12, 794 775 33 256 519 13, 313 
SOEs 6d ead idem ouees 505, 070 6, 425 12, 721 883 32 283 560 13, 281 
DS iimameatiesedin net 517, 606 6, 870 13, 272 978 33 323 624 13, 

I in dueciepermareigetooies 537, 590 7, 263 13, 512 1, 089 33 359 666 14, 178 
BORF Btn viii cecdew 556, 8,119 14, 587 1, 182 33 390 701 15, 288 


: Average of wells reported at beginning and end of y: 
? Preliminary estimates, based upon partial data euareed by U. 8. B. M. and American Gas Association 


The figure cited above, however, merely serve to show that gross income 
of the domestic producer have not been adversely affected by imports. They 
do not take into consideration the matter of his rising costs, and his declining 
profits due to factors other than imports. It is unfortunate that a few single- 
minded people have been allowed to widely broadcast their condemnation of 
imports as being solely to blame for today’s plight of the United States oil 
producer. In so doing, they obscure the real underlying factors in the producer’s 
dilemma—the invasion of oil markets by domestic natural gas and gas liquids, 
with which I have previously dealt, and the narrowing margins between reve- 
nues and costs resulting in part from general inflation of the price of equipment, 
materials and services, as well as rising wage levels, but mostly because of the 
steady decline in the physical returns on his investment of time, money and dis- 
covery genius. Vast strides have been made in the technique of oil discovery, 
but with every oilfield found by the drill there is one less remaining to be found. 


TEXAS’ ALLOWABLE PRODUCING DAYS ARE INADEQUATE CRITERION 


It is worth examining the premises on which certain domestic producers have 
built their case that they are facing ruin because of current levels of imports. 
Typical of their thinking is the evidence presented to this committee by the rep- 
resentatives of the Texas Independent Producers & Royalty Owners Association. 
(When E. I. Thompson was executive vice president, TIPRO always adopted 
a sounder approach to the solution of their problems than is the case today.) 
Be that as it may, for their testimony the TIPRO spokesmen relied heavily on 
the record as to the number of producing days allowed by the Texas Railroad 
Commission, which is the State regulatory agency on petroleum affairs. I quote: 

“In 1952 we were allowed to produce an average of 21 days per month; in 
1953 we averaged 19 days per month; in 1954 and 1955 we averaged 16; in 1956 
we averaged 15.8; in 1957 we averaged 14.2. Now Texas allowables are down 
to the intolerable low of 9 days per month. 

“Stated another way, Texas was allowed to produce 230 days in 1950. In 
1957 we produced only 171 days. Currently we are allowed to produce at the 
rate of 108 days a year.” 

Now I have every sympathy with the problem of the Texan producer, and 
I have no doubt if I were owner of a number of oil wells there these cuts in 
allowables would have me pretty unhappy, too. But, in their eagerness to put 
the blame on imports for all their problems, once again a case that might have 
been well presented has been made nonapplicable by such overstatement. The 
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constant stress on the reduction in allowable production days has not been 
conducive to clarity—or fair presentation of the facts. In the first place, the 
go-called allowables are a statistical yardstick employed by the Texas Railroad 
Commission on a formula which is too complicated to go into here, and anyhow 
the formula is not particularly germain except that if the allowables were raised 
to a full 80 days that means the wells would be producing their absolute maxi- 
mum possible without doing irreparable harm to the reservoir and reducing 
ultimate recovery. This has been permitted only in emergency conditions, during 
wartime. 

Thus, when Texas is limited by these allowables to a certain specified number 
of production days, say 19 as was the average in 1953, this is a fairly normal 
condition. Furthermore, this does not mean the wells are produced for 19 
days, and then shutdown for the remainder of the month; it means daily pro- 
duction is held back to a level equivalent to 19 days of production at the MER 
(maximum economic recovery) established by the Railroad Commission’s reser- 
yoir engineers. Furthermore, what these witnesses did not mention was the 
very pertinent fact that not all the oil wells in Texas are subject to these allow- 
ables. In fact, if you ask them, they will admit that a substantial proportion 
of the State’s wells are exempt from these restrictions of the Railroad Com- 
mission. To the best of my recollection, all stripper wells (those having mar- 
ginal production that is barely profitable to operate) are exempt, and all wells 
in fields under water-flood or similarly secondary recover methods are exempt. 
There may be other categories, but there is no need to belabor the point—it is 
the record of actual production that counts. (Exhibit VIII—chart, “Crude Oil 
Output in Texas Has Risen Despite the Cuts in Allowable Producing Days by 
Railroad Commission”.) I tabulate below the actual production of Texas’ 
oil wells, and the largely growing daily average output that has prevailed in that 
State despite the much-touted reduction in allowable production days: 


CRUDE OIL PRODUCTION IN TEXAS DURING RECENT YEARS 








| 
Allowable Annual A 
production output of proteins 
Year days per crude oil | per calendar 
month (thousands | day (barrels 
of barrels) per day) 


Ot aac eal Shs TAIL a ta i celal ce hese ee 21 1, 022, 139 2, 792, 700 
a eee ee 19 1, 019, 164 2, 792, 230 
iccsdeckandeshtiben due e sane det kemnat dbs Seandtehtindiel 16 974, 275 2, 689, 250 
Wl, Oho d hid dichsbi indi ncen ian clebbhiashdabhndialeldebacddalain AAA 16 1, 053, 297 2, 885, 740 
Willininunhosscacccamdniddthennemdnbcantbedaishhinainauanial 15.8 1, 107, 808 3, 026, 750 
li ficsseupalendbiihdncd chaacadceaaebadoemnimatdastiaaieatne 14.2 1, 084, 733 2, 971, 840 


These Bureau of Mines figures suggest that despite being “allowed to produce 
only 15.8 days” in 1956, Texas producers nevertheless succeeded in setting an 
all-time high in level of output, and the further curb on their production last 
year to 14.2 days did not stop that year from being the second best on record. I 
don’t mean to say that reduction to 9 days isn’t pretty rough—but I do think that 
the above data clearly show that reference to the allowables yardstick falls 
far short of showing what is the true picture. The record shows that Texas 
has continued to gain most years, and coincidentally its output fell in the year 
that the voluntary imports controls went into effect. 


VOLUNTARY CONTROLS HAVE BEEN SUCCESSFUL 


It has been stated frequently by Independent Producers’ Association spokesmen 
that the system of voluntary controls on oil imports has failed. This is not so. 
According to Capt. Matthew V. Carson, Jr., administrator of the program, in 
a statement of March 4, crude oil imports in all 5 districts totaled 986,800 
barrels per day in January—4,700 barrels per day below the Government-recom- 
mended nationwide level of 991,500 barrels per day. He said this was the fourth 
consecutive month imports were held below the quota. His announcement con- 
tinued that the projected imports for the next 5 months as filed by the importers, 
when averaged with their actual imports over the past 7 months, show that all but 
3 companies will substantially comply with their individual allocations for 
the full year ended June 30, 1958. Allowing for the continued noncompliance 
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of 3 companies, it is estimated that imports would exceed the recommended 
level by only 4 percent. And, the statement added, “if the complying companies 
import less than they have estimated, which has been their practice in the past, 
this 4 percent could actually be wiped out.” 

Captain Carson concluded that the program is heading toward substantial 
success, because the consensus last July was that the program would do well to 
come within 5 percent of the target level. 

The voluntary plan has also been criticized because it is limited to crude oil 
imports. On this question Captain Carson said, “There also has been recent 
speculation that oil companies were attempting to evade their individual alloca- 
tions by increasing imports of products. This would not appear to be true because 
product imports in the last half of 1957 (the first 6 months of the voluntary 
program) rose 5 percent over the comparable period of 1956—without taking 
into consideration that imports of some products were diverted to other world 
markets in 1956, during the Suez crisis. Product imports—other than resid- 
uals—dropped during the last half of 1957 by 8 percent in comparison with the 
latter half of 1955. This must be considered when comparing the products- 
imports increase of 5 percent in 1957 over 1956.” 

It is true that 1 week last month, overall oil imports under the voluntary curbs 
happened to reach an all-time high, at 1,897,500 barrels per day. But this was 
merely due to the vagaries of tanker arrivals from different parts of the world. 
The very following week oil imports dropped to 1,080,600 barrels per day, the 
lowest point in about 5 years, canceling out the economic effects—although, un- 
fortunately, not offsetting the political repercussions. Thus, the “high” on 
which the anti-imports group had enjoyed 7 days of propaganda jubilee really 
was of no economic significance... Weekly figures on imports are not a reliable 
guide—trends shown by the monthly data are the sole concern of the objective 
observer (and itis on this basis, may I add, that the Texas Railroad Commission 
maintains its records on imports). 

It also is an admitted fact that one large company has in 6 months brought 
in a year’s supply as permissible under its quota. Likewise a small refiner 
brought in 20,000 barrels per day without even informing the ODM. These 
instances, however, involve comparatively modest quantities in relation to the 
overlll supply picture, as indicated by the compliance achievement cited. 

The fact is that under the voluntary quota scheme, crude oil imports have been 
reduced some 410,400 barrels per day in February (despite such holdouts) from 
the level of last August. Overall petroleum imports are down 212,800 barrels 
per day over the same period, and probably more than 300,000 barrels per day 
less than what they would have been without voluntary adherence to the 
recommended curbs. Imports benig within 4 percent of the target figure means 
that voluntary controls are 96 percent effective. That is not failure. 

The further fact that a number of additional companies have now applied for 
permission to bring in oil under the scheme is not, as some aver, necessarily a 
proof of failure of the voluntary quota scheme. But it is evidence of the 
willingness of these companies te make the plan work. 


' CURTAILMENT OF IMPORTS IS NO SOLUTION 


Consideration of all these basic facts, which I have endeavored to illustrate 
in the accompanying tabular matter and graphic presentations, places far more 
emphasis upon the impact of growing use of natural gas as a market displace- 
ment factor than the effect of oil imports. 

But, to make things inescapably clear, let us consider how domestic petroleum’s 
share of this market would have fared in relation to natural gas and gas liquids 
had imports of oil been brought to a complete and permanent halt many years 
ago. Using the same figures from the earlier tabulation, if we assign to do- 
mestic petroleum the additional share of the market enjoyed by imported oil, 
as has been done statistically in this hypothetical presentation (Exhibit [X— 
Chart, “How Domestic Crude’s Share Would Still Have Declined Had There 
Been No Oil Imports’), the descending curve shows that domestic petroleum 
still would have lost a large share of the United States hydrocarbons market, 
and would have declined in relative importance as a source of fuels and chem- 
icals. So, it is obvious, or should be, that imports of oil have not preempted the 
markets for domestic oil to the extent of the inroads by natural gas upon the out- 
lets for crude oil and refined products. 
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It is my sincere belief that your committee’s conclusion, after reviewing all the 
facts and evidence presented to it during these hearings, will be that imposition 
of legislative controls on oil imports, by quota or tariff, not only is ees 
but would be a potential threat to our national welfare. 

The petroleum industry has been bred on free enterprise. Federal elaine of 
imports with a view to affecting the development of the producing industry could 
backfire. A bureaucratic organization resulting therefrom could end by dic- 
tating terms to the entire industry, including the domestic producer. Continued 
recognition of the dictates of the marketplace is the soundest approach. The 
oil business has proven its resiliancy, and its ability to absorb current levels of 
imports without harm to domestic enterprise. The addition of restrictions on oil 
imports beyond those already imposed under the voluntary system currently in 
effect would deal a severe blow to the United States economy and to our rich 
international trade. 

Factors of national defense, too, indicate the importance of maintaining of 
freedom of imports. Our defense rests not solely upon the healthy domestic oil 
industry we enjoy, despite its handicaps, but also upon the retention of our strong 
hold on overseas petroleum supplies at a growing number of strategic points 
abroad where they will be most needed in the event of a global conflict. 

Yours very truly, 
B. ORCHARD LISLE. 


[Reprinted from the Oil Forum, March 1954] 
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA—THE FALSE PROPHET 


[As the leading exponent of close restrictions on oil imports for the past quarter 
century, allegedly detrimental to domestic operations, the IPAA has testified 
in strength before an average of somewhat more than two congressional com- 
mittees a year to repeat its prophesy of doom like a scratched phonograph record. 
Only once, 22 years ago, did it in part get what it asked for—only to declare 
it “ineffective.” Since that time import tariffs on petroleum have been grad- 
ually lowered, yet the domestic oil-producing industry has waxed even more 
prosperously—and the official record, fattening innumerable Government pub- 
liecations, proves the independent Petroleum Association of America to be self- 
convicted of wholesale inaccuracy in its predictions. This history of false 
prophesy inevitably will influence the response of United States Senators and 
Representatives to the IPAA’s 1954 propaganda campaign. The Oil Forum has 
no wish to pillory the IPAA but will unhesitantly expose any part of the industry 
whose actions we believe damage the whole.—Editor. ] 

WASHINGTON. 
ganized in 1929, chiefly to seek congressional action to slow down imports of 
crude oil and petroleum products. During the 24 years of its life, the organiza- 
tion has become the most prominent oil industry voice in favor of limiting 
petroleum imports. An exhaustive check of the record discloses that over the 
period, IPAA spokesmen have appeared before the several committees of Con- 
gress in at least 48 separate appeals for relief. 

At times, spokesmen for the association asked an import tax of, 21 cents per 
barrel, 42 cents, 84 cents, $1, and, most recently, of $1.05. 

At times, spokesmen asked a quota ceiling on imports of crude oil and 
products. 

At times, spokesmen asked curbs on the powers of the State Department to 
reduce tariffs. 

At times, spokesmen asked that the foreign aid program, the Economic Co- 
operation Administration, be curbed on financing petroleum expansion abroad. 

At times, spokesmen asked that the ECA be barred from financing foreign 
crude oil and products for use in European countries, as harmful to United 
States producers. 

In each appeal, spokesmen for the IPAA predicted dire events to follow un- 
less the sought relief was given. The words “ruin,” and “annihilation” and 
“destruction” of the American petroleum industry were mentioned in these fore- 
easts. The warnings of oil shortages, of monopoly, of high prices, of dependence 
on foreign oil, of shutdowns of 250,000 or more United States oil wells appear 
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throughout the statements. Even today, the IPAA is seeking the same ends, 
giving the same old shopworn warnings. 

After all this, what have been the results? 

In @ nutshell, the IPAA did not get what it sought from the Congress. The 
single concrete relief that followed an IPAA appeal was a tax on crude oil and 
product imports of 21 cents per barrel in 1932. ‘This they held to be “ineffec- 
tive” at the time, although a step in the right direction. Since then, this tariff 
has been lowered step by step, until it now stands at 10.5 cents per barrel for 
some gravities of crude oil and products, and 5.25 cents per barrel for heavier 
gravities. ’ 

Here, in one of the many important stories in the Oil Forum, is a recapitula- 
tion of virtually all the principal appearances of IPAA witnesses before Con- 
gress over this period. Here is the factual account of what was asked, and 


their warning of what would happen in the event Congress failed—as it did 
fail—to give IPAA what it sought. 


Rise: of IMPORTS Mucn SLOWER THAN’ US 


rie. i ') 





“The domestic petroleum industry is being ruthlessly destroyed” by imports, 
said the IPAA in 1931—yet, drawn to identical scale, its tremendous gains in 
output dwarf the rise in imports. (Statistics for this article and graphs 
have been drawn from DeGolyer’s Twentieth Century Petroleum Statistics 
and similar standard reference works.) 


TESTIMONY 


July 1929 (Senate Finance Committee).—H. B. Fell, representing the Inde- 
pendent Petroleum Association of America, asked Congress to tax crude-oil 
imports at $1 per barrel, saying: 

“Now, those particular wells cannot be operated at a profit. It is going to 
result in the necessity ultimately of the operators who only have wells of that 
character to abandon these wells, which would mean abandonment of develop- 
ment of known oil resources in our own country. And I think that this is one 
of the important things that should be considered in the proposition of. conserva- 
tion—is to conserve what we already have.” 
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July 1929 (Senate Finance Committee).—F. E. Tucker, executive secretary of 
IPAA, asked Congress for a $1 per barrel tax on crude oil and product imports. 
He filed a brief which said : 

“When the producer has a great number of small wells that are no longer on 
a paying basis because of the price of crude being below the cost of production, 
then there is nothing left for him to do but abandon his wells. When we shut 
down and abandon 250,000 wells, those wells are lost to our country for all time 
and we must replace this oil with the cheap foreign oil at the expense of our 
own laborers.” 

January 29, 1981 (Senate Finance Committee).—Wirt Frankin, president of 
the IPAA, asked Congress for legislation holding oil imports at 20 percent of the 
1928 levels. Testifying, he warned: 

“Ultimately these wells will all be lost, and in the name of conservation, 300,000 
small wells, with a daily product of 500,000 barrels, and with recoverable reserves 
of oil for hundreds of millions of barrels all will have been destroyed. To save 
these wells would be true conservation, and it is within the power of the Federal 
Government to save them, if it will * * *. The domestic petroleum industry is 
being ruthlessly destroyed.” 

February 18, 1981 (House Ways and Means Committee).—E. B. Roeser, of 
IPAA, president of Barnsdall Oil Corp., Tulsa, Okla., asked Congress for a $1 
per barrel duty on oil imports or, in the alternative, a law limiting imports to 
$20 percent of the 1928 levels for 3 years. He said: 

“In my opinion, proration in the United States has become a permanent propo- 
sition. The demand for petroleum in its raw state has practically reached its 
limit. We will have an increase in the demand for gasoline, lubricating oils, 
and so forth, but, because of the improvement in refining methods, the present 
refineries will be able to supply our entire requirements from the present produc- 
tion * * *. My estimate is that there are at least 10 billion barrels of potential 
production today.” 

February 18, 1981 (House Ways and Means Committee).—Russell B. Brown, 
secretary of the IPAA, asked Congress to limit petroleum imports to 20 percent 
of recent levels. He testified : 

“It would, however, make all the difference between continued activity and 
absolute ruin for the many independent producers of petroleum in this country. 
In view of the fact that 4 million persons are normally employed in the oil 
industry, with 22 million persons directly affected and dependent upon the 
success of that industry, the importance of this phase of the question need not 
be overemphasized.” 

Mr. Brown gave Congress a telegram from Wirt Franklin, president of 
IPAA, saying: 

“Values have been destroyed, the old, small settled production which is the 
backbone of industry is being abandoned, and reserves totaling hundreds of 
millions of barrels lost forever. Ultimate result will be complete annihilation 
of independent producer, refiner and marketer, with resultant centralization 
of ownership and control of entire petroleum industry in hands of same few 
companies now causing demoralization by imports of foreign crude.” 

February 18, 1981 (House Ways and Means Committee).—Wirt Franklin, 
president of IPAA, asked Congress to tax petroleum imports, crude and products, 
at $1 per barrel. He warned: 

“* * * but I do fear, unless some new plan is found by which importations 
can be curtailed—I feel that the feeling that the American producer is being 
discriminated against in that manner, will have a detrimental effect upon 
proration and might break it down.” 

January 18, 1982 (House Ways and. Means Committee).—Wirt Franklin, 
president of the IPAA, asked Congress for a tax of 84 cents per barrel on pe- 
troleum imports. He inquired: 

“Now, gentlemen, I want to ask you, is it fair to tax out of existence the do- 
mestic oil industry and make us compete under those conditions with foreign 
oil that comes in here absolutely free and which is the cause of the destruction 
of the Ameriean petroleum industry, and I will say to you that the independent 
branch of the oil industry cannot exist for another year unless relief is obtained.” 
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April 1932 (Senate Finance Committee).—Wirt Franklin, president of IPAA, 
asked Congress for a tax of 42 cents per barrel on imports of crude oil and 
products. He testified: 

“Under present conditions, if they are continued, gentlemen, the American oi] 
producing industry will be destroyed. It cannot live another year.” 

May 1, 1984 (Senate Finance Committee).—H. B. Fell of the IPAA asked 
Congress for legislation to forbid any reductions in the New Deal program’s 
temporary oil import quota : 

“Unless some proposal such as that suggested is clearly written into the Reci- 
procal Tariff Act, the only positive assurance the American petroleum industry 
has against this uncertainty is the extremely moderate excise taxes imposed in 
the Revenue Act of 1932 and continued in the new revenue act. Those excise 
taxes are so low they will not constitute any serious obstacle to demoralization 
of the industry by foreign oil imports.” 

June 6, 1984 (House Commerce Committee).—H. B. Fell, executive vice presi- 
dent of IPAA, asked Congress for a quota ceiling on petroleum imports. He 
appeared to warn: 

“Without the principles of this bill in effect, most of these wells would have to 
be abandoned and these reserves lost forever.” 

November 12, 1934 (House Commerce Committee).—Wirt Franklin, president 
of IPAA, asked Congress for a tax of $1 a barrel on imports of crude oil and 
products. He foresaw doom : 

“The vast supplies of oil in South America are sufficient to completely destroy 
this whole industry in the United States if that oil is imported without 
limit * * * it is a question of holding our domestic market for American citi- 
zens in our own country because if the bars are thrown down, if there is not 
legislation on imports, or if there is not a tax to equalize them with our own cost 
of production, we will lose our domestic markets as well as our foreign markets, 
and that is unthinkable, and I know you gentlemen will not permit it, and I 
feel that Congress will not permit it.” 

May 1986 (House Ways and Means Committee).—Russell B. Brown, counsel 
of the IPAA, asked Congress to double the oil import tax to 42 cents per barrel, 
and limit imports to 4.5 percent of domestic demand. He stated: 

“These new sources of supply are absorbing markets formerly enjoyed by 
countries who are now seeking to bring their fuel oil into our home markets. 
In the absence of any adequate excise tax or any limitation, the importation of 
this fuel into this country would demoralize the market in this country and 
create very widespread unemployment.” 

He also warned : 

“The minute Congress adjourns without assurance of legislation, in my judg- 
ment, under the present trend, prices will break instead of increasing.” 

[In 1936, the price of crude oil averaged out to $1.09 per barrel, according to 
the API. The next year, it went to $1.18.] 

January 238, 1940 (House Ways and Means Committee).—Wirt Franklin, 
president of the IPAA, asked Congress to raise the tax on crude oil and product 
imports from 10.5 cents per barrel to either 21, 42, or 100 cents. He testified. 

“They will be in a position to exercise control of the price of oil and bring 
about a monopoly in the United States because if they can destroy the price of 
crude oil over a long enough period, most of the independents will be broken and 
they will buy the properties up like they were doing in 1931 before you gave us 
this protection.” 

February 8, 1940 (House Ways and Means Committee).—Russell B. Brown, 
counsel for IPAA, asked Congress to curb the reciprocal trade-agreements pro- 
gram. He warned: 

“In the ease of the petroleum industry, the harm which has already been done 
by inclusion of the oil excise taxes in that agreement justifies the fears which 
we had expressed before it went into effect. Then we merely had the fear; now 
we are facing present facts which justify an even greater fear of the future.” 

February 23, 1948 (House Ways and Means Committee).—Russell B. Brown, 
counsel for IPAA, asked Congress to curb the reciprocal trade-agreement pro- 
gram. He declaimed: 

“Foreign oil has been characterized by the large volume per well and consequent 
low cost of its production. Our wage levels in this country, and all other costs 
of production of oil, including taxes, royalties, rentals, and bonuses paid to land- 
owners, cannot meet that form of competition. 
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“This must be recognized as an effective program maintained else the domes- 
tic industry will stagnate and perish. There are many thousands of small wells 
that will be abandoned, and many thousands of wage earners living in hundreds 
of oil-producing communities will be forced out of their employment.” 

May 10, 1945 (House Ways and Means Committee) .—Russell B. Brown, coun- 
sel of the IPAA, asked Congress to curtail some powers in the reciprocal trade- 
agreements program. He testified, prophesying gloomily : 

“Let us consider for a moment the effect of a program of substantial depend- 
ence upon low-cost imports. As I have said, the producing industry would be 
affected to the extent that search for new fields would be curtailed and per- 
haps almost ended. The higher cost producing properties would be shut in or 
abandoned, low price invariable leads to the sale of equipment salvaged from 
producing wells. The supply of oil needed for the inland refiners would speedily 
decline.” 

May 80, 1945 (Senate Finance Committee).—Russell B. Brown, counsel of 
IPAA, asked Congress to curb executive powers under the reciprocal trade-agree- 
ments program. He deposed: 

“The industry has already been injured by reciprocal trade agreements. We 
now face a far greater menace from abroad than at any time in our history. 
Producing capacity already established in foreign countries is great enough when 
added to normal domestic production to wreck the domestic producing industry. 

“Foreign oil is produced through wells of greater volume and at less expense 
than our own. Our domestic oil-producing industry cannot long survive such 
competition; cannot further continue the conservation program in the United 
States and cannot maintain American wage standards.” 

March 19, 1946 (Senate Special Committee Investigating Petroleum Re- 
sources ).—Russell B. Brown, counsel of the IPAA, asked Congress for legisla- 
tion to raise the tax on imports of crude oil and products. His testimony told 
of this threat: 

“Without some definite policy safeguarding against imports, our entire con- 
servation program must fall. The domestic producer would be forced to.skim the 
cream of any new field and abandon the greater part of the reserves. Soon 
new discoveries would come to an end.” 

March 21, 1946 (Senate Special Committee Investigating Petroleum Re- 
sources).—Wirt Franklin, president of IPAA, asked Congress for legislation 
providing congressional approval of all trade treaties. He warned: 

“Otherwise, not only the oil industry but other industries of just as great 
importance to the economic welfare of the Nation may be seriously harmed 
without any remedy being available, even from Congress itself.” 

April 24, 1947 (House Ways and Means Committee).—Russell B. Brown, 
counsel of the IPAA, asked Congress to curb import tax cutting powers of the 
State Department. He warned: 

“The action of the State Department heretofore shows that its officials ap- 
ply this general cost theory to all cases—automobiles, petroleum, and others 
alike. This theoretical policy, advocated and applied by the State Department, 
may give world markets to the makers of iceboxes, but it would eliminate the 
domestic petroleum industry.” 

June 2, 1947 (Senate Foreign Relations Committee).—Russell B. Brown, coun- 
sel of IPAA, asked Congress to scrap plans for a proposed Anglo-American oil 
treaty. He testified: 

“Our difference is, if I may try to differentiate, that when you do not protect 
the American industry, so that they can have a reward for their efforts, they 
will not go out and produce.” 

January 26, 1949 (House Ways and Means Committee).—L. Dan Jones, at- 
torney for the IPAA, asked Congress for relief against foreign oil imports. He 
answered a member: 

“Well, sir, in the first place, as soon as you bring in a great flood of imports, 
its first impact or its first result is a curtailment of the domestic industry, and it 
is that top portion of the production of any industry that gives it its real life 
and vigor; and as soon as these imports come in and start deadening the domestic 
industry in time of emergency, if it should come, then the United States from a 
national security standpoint is without an industry here that is capable of pro- 
ducing its needs.” 
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February 2, 1949 (Senate Banking and Currency Commitiee).—Russell B. 
Brown, counsel for IPAA, asked Congress to set a quota ceiling on imports of 
crude oil and products. He testified: 

“Our welfare and safety are in jeopardy from unreasonable imports and a cur- 
tailed market for the domestic oil industry.” 

February 17, 1949 (Senate Foreign Relations Committee).—L. Dan Jones, 
attorney for the IPAA, asked Congress to earmark less money on foreign pe- 
troleum under the Economic Cooperation Administration. He said: 

“This world surplus is now seeking an outlet in the domestic oil market, 
thereby depressing and discouraging the oil producers in this country in their 
efforts to assure adequate supplies to meet any national emergency.” 

February 21, 1949 (House Ways and Means Committee).—L. Dan Jones, at- 
torney for the IPAA, asked Congress to change the ECA program so fewer ECA 
dollars go to buy petroleum abroad. He testified: 

“We are not worrying about our equipment or our industry rusting or stag- 
nating unless the Government should adopt a policy of relying upon imported oil 
and saving own own. * * * Assuming the industry is not stymied in some way 
and right now we think it is threatened to be stymied by the imports absorbing 
our domestic market.” 

February 21, 1949 (Senate Finance Committee on the Reciprocal Trade Agree- 
ments Program) .—Russell B. Brown, counsel of the IPAA, asked Congress to put 
a quota ceiling on imports of crude oil and products. He testified: 

“The most important problem now confronting the domestic oil producer is 
that of increasing imports. The independent producer is concerned because 
his existence is at stake; but more important because the security of our Nation 
is at stake. * * * Plans for expansion of foreign oil facilities show that more 
and more foreign oil will be seeking a market outlet in this country at the 
expense of the domestic industry.” 

February 21, 1949 (Senate Finance Committee).—Wirt Franklin, president 
of the IPAA, asked Congress to set a quota ceiling on imports of crude oil and 
products. He warned: 

“T tell you, gentlemen, if imports of oil are allowed to increase so as to shut 
back our production in this country, and destroy the market demand for oil 
produced by these men who have gone out over the country and explored and 
discovered oil and developed it, that work will stop, and,.in a few years, we will 
be dependent upon foreign oil.” 

Fsbruary 28, 1950 (Senate Foreign Relations Committee). —L. Dan Jones, at- 
torney for the IPAA, asked Congress to change the Economie Cooperation Admin- 
istration Act so fewer funds went to foreign oil purchase. He insisted: 

“As this foreign oil invades the home market, it displaces the domestic indus- 
try, thereby hampering the domestic industry’s activities and sapping its 
strength.” 

March 15, 1950 (House Ways and Means Committee).—L. Dan Jones, attor- 
ney for the IPAA, asked Congress to change the ECA program so smaller funds 
went to foreign oil purchases, assenting: 

“* * * it has operated to develop a condition in foreign areas that now 
threatens to destroy the ability of the domestic oil industry to meet its re- 
sponsibilities of providing this Nation with sufficient oil at all times. The 
ECA program has had the effect of abetting and encouraging the development of 
a world surplus of oil * * * This surplus, at an alarming rate, is displacing the 
American industry and American labor.” 

April 28, 1950 (House Small Business Select Committee, at Oklahoma City ).— 
H. B. Fell, executive vice president of the IPAA, asked for a tax of $1.05 on im- 
ports of crude oil and products. He warned: 

“* * * it is apparent that employment and economic stability of both of our 
basie energy industries are at stake, and the issue is clear that the decision will 
rest with whether or not oil imports are to continue to come into this country in 
unlimited, increasing amounts or by some means are curbed to reasonable 
volumes.” 
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May 18, 1950 (written statement to House Foreign Affairs Committee).— 
Russell B. Brown, counsel for IPAA, asked Congress to refuse to ratify the pro- 
posed International Trade Organization. He said: 

“The domestic petroleum industry is faced with a flood of imported oil which 
is threatening the very existence of the industry and is causing widespread injury 
to the national economy, including mounting unemployment. It is becoming 
widely recognized that some relief must be forthcoming if further injury and 
unemployment is to be avoided.” 

May 22, 1950 (Senate Labor and Public Welfare Subcommittee) —H. B. Fell, 
executive vice president of the IPAA, asked for a tax of $1.05 on crude oil and 
product imports. He warned: 

“The foreign oil monopoly now being encouraged by oil imports, if permitted 
to run its course, will mean higher prices to consumers and an uncertain supply, 
and in the end, Government control.” 

June 1, 1950 (House Education and Labor Subcommittee). —H. B. Fell, execu- 
tive vice president of the IPAA, asked Congress for a tax of $1.05 per barrel on 
crude oil and product imports. Alternatively, he wanted a quota ceiling on im- 
ports. He predicted direly: 

“If imports continue at an excessive rate; we can look for a decline in explora- 
tory and development work in the State and in leasing for oil and gas. This 
decline would be detrimental to the national economy and security. It will also 
detrimentally affect the economy of many other States, as it will result in unem- 
ployment and a reduction in the purchase of products manufactured in other 
States, such as steel, automobiles, clothing, foods, insurance policies, and every- 
thing of that type.” 

June 2, 1950 (House Labor and Education Subcommittee ).—Russell B. Brown, 
counsel for the IPAA, asked Congress to levy a tax of $1.05 per barrel on imports 
of crude oil and products. If not that, he wanted a quota ceiling on oil imports. 
He stated: 

“Evidence shows that geophysical and core-drilling activity has been steadily 
declining since the third quarter of 1948. * * * This is a grave warning of what 
is sure to follow in drilling of wells, in building up new reserves, in increasing 
productive capacity, and in employment throughout the industry. * * * 

“So, you see, it catches us both ways—hboth in price and in volume. The ulti- 
mate result of such staggering curtailment is obvious. Many independent pro- 
ducers will be forced out of business; the industry will trend toward a monopoly : 
exploratory and additional development wells will not be drilled, and in the end 
our self-sufficiency in oil will be jeopardized.” 

June 1950 (Senate Labor Subcommittee on Oil Imports). —-J. Ed Warren, then 
president of the IPAA, asked Congress to enact legislation setting a quota ceiling 
on petroleum imports. In the alternative, he wanted the oil-import tax raised: 

“Continued increases in imports to the current all-time high level demonstrates 
that the importing companies cannot be relied upon in effectuating a solution of 
the problem.” 

June 16, 1950 (Senate Labor Subcommittee) .—Russell B. Brown, counsel of 
the IPAA, asked Congress to put on a tax of $1.05 per barrel on crude oil and 
product imports, or to set a quota ceiling. He testified: 

“The consumers’ interest and national safety have been endangered by the 
increased importation of residual fuel oil through a sharply increased depend- 
ency upon foreign sources of fuel and power controlled principally by only two 
companies—the Standard Oil Company of New Jersey and the Dutch-Shell 
group.” 

January 26, 1951 (House Ways and Means Committee).—Russell B. Brown, 
counsel of the IPAA, asked Congress to abolish the reciprocal-trade-agreements 
program. He said: 

“Jndging the overall program from its effect on oil shows that its continuation 
would be disastrous. In the case of oil, the results have been to damage the 
domestic industry, weaken the economy of more than half of the States and 
jeopardize the Nation’s security by forcing our country to become dependent 
upon distant and uncertain sources of supply for a vital munition of war.” 

March 12, 1951 (Senate Finance Committee).—L. Dan Jones, attorney for 
IPAA, asked Congress to establish oil-import ceilings in the Reciprocal Trade 
Agreements Act: 
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“In some cases quotas will be the only means of a proper solution. It was 
our thought 2 years ago when imports were such a problem to the domestic oil 
industry that perhaps the quota was the only solution to our problem at that 
time. 

May 11, 1958 (House Ways and Means Committee ).—Russell B. Brown, coun- 
sel of the IPAA, asked Congress to limit crude oil and product imports to 10 
percent of domestic demand. 

“These men and these imports control every program of production and every 
person or company producing oil in the United States. By such power they 
determine the market outiet and the price of every barrel of oil produced in the 
United States.” 

May 11, 1953 (House Ways and Means Committee).—Charlton H. Lyons, pres- 
ident of the IPAA, asked Congress to limit crude oil and product imports to 
10 percent of domestic demand. He affirmed: 

“Tf the present import rate continues, or increases, drilling in this country will 
be even further curtailed. In that event, the industry would be unable to supply 
the increasing volume of petroleum necessary to our expanding economy and 
defense program.” 

May 11,1953 (House Ways and Means Committee).—H. B. Fell, executive vice 
president of the IPAA, asked Congress to limit crude oil and product imports to 
10 percent of domestic demand. He warned: 

“Unless effective action is taken, the American consumer and our military safety 
as to oil will become increasingly dependent, upon these companies.” 


CONCLUSIONS 


Despite its yigorous representations, the IPAA obtained virtually none of its 
requests from Congress, and this failure to get relief is written into the official 
records. Nevertheless, their predictions of dire events to come were not realized : 


The petroleum industry did live another year. 
The stripper wells are still in business. 

The independent producers were not broken up. 
The industry did not stagnate and perish. 

The industry is further from monopoly than ever. 


The story of the American petroleum industry during the past 24 years is a 
saga of tremendous growth in all phases: in production, sales, income, and service 
to the American people. 

The number of new oil wells drilled was 26,356 in 1929, but a thumping 49,279 
during 1953. 

Proven reserves of crude oil in the United States were pegged at 13,200,000,000 
barrels in 1929, and 29,044,000,000 in 1958. 

Wells producing oil in the United States during 1929 totaled 328,000 and as 
many as 472,149 in 1953. 

During this period, the daily production of United States crude oil rose from 
2,760,000 barrels in 1929, by well over 100 percent to 6,454,000 during 1953. 

The price of crude oil went from $1.27 per barrel, in 1929, to $2.83 per barrel 
today. 

A simple multiplication of these figures shows that gross revenue from United 
States crude oil production rose from $3,505,000 each day in 1929 to an impressive 
$18,264,820 daily in 1953. 

The United States petroleum industry achieved this expansion even as imports 
into the United States advanced.—The total of imports was 295,000 barrels daily 
average for 1929 (when, actually, America was net exporter), and 1,058,000 
barrels daily during 1953. 

In fact, the United States petroleum industry today stands 2 or 3 times as large 
as it was 24 years ago, has more independent oil operation than ever, and is making 
at least five times as much money. 

The United States oil business is at its richest in history; more vigorous than 
it ever was. The American petroleum industry is drilling more wells, finding 
more oil, producing more oil, selling more oil, and has more in proven reserves 
than ever before. The prophets of doom are proved false prophets indeed. But 
they have deceived no one—for an all-time record exploration program is planned 
by most domestic companies for 1954. 

The United States petroleum industry is just the healthiest thing in the 
world—and the IPAA is just as wrong as anyone could be. 
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ARE Import Restricrions BAsEep ON UNSOUND PREMISES? 


(Extracted from a report by Petroleum Industry Research Foundation, Ine., 
New York, N. Y.) 


The economic advantages of oil imports are so well recognized that we need 
not restate them here in great detail. Imported oil, on the whole, can be landed 
cheaper on the United States east coast and west coast than domestic oil, despite 
the existing duty rate equal to about 3 percent for medium and light crude oil 
and 1% percent for heavy crude and fuel oil. This fact is recognized by all 
parties involved. It is further recognized that this disparity between domestic 
and foreign prices is bound to grow since all signs indicate that the domestic 
crude-oil industry has reached the phase of diminishing returns. 

On the other hand, production in most other major oil countries, being com- 
paratively new and undertaken on a smaller scale, is still ascending toward the 
point of optimum return. Thus, there is no geustion that, purely from the price 
point of view, the consumer derives clear and growing benefit from each barrel 
of imported oil, compared to a barrel of domestic oil in those areas where imports 
ean be laid down cheaper than domestic oil. 

Another positive effect of oil imports about which there is no dispute is its 
benefit to the United States exporter. Since oil is our second largest import 
commodity, currently earning foreign nations about $1,200 million annually which 
they can and do use to buy goods from the United States, it certainly contributes 
significantly to our export trade, and thus to our total economic strength. 

Yet, while there is general agreement on the economic benefits of oil imports, 
an explosive area of disagreement exists on the question of what, if any, harm oil 
imports cause to the economy. Such harm may be done would primarily affect 
the domestic oil producer, who is, therefore, the principal petitioner against 
unrestricted imports. His main opponent is, of course, the oil company with its 
own foreign-oil production and/or with refineries in any of America’s three 
oil-import regions. 

Though these two interest groups are on different sides of the fence on the 
question of imports, there are, nevertheless, some important areas of agree- 
ment between them. Thus the main controversy between the two groups centers 
on the more than 800,000 barrels of competitive medium and light crude oil 
which enter this country daily from abroad. 

There is no doubt that each barrel of imported oil displaces a barrel of domestic 
erude oil. There is also no doubt that, particularly in the last 10 years, imports 
have increased at a faster rate than domestic production. In 1946, imports of 
medium and light crude oil (25° gravity and above) were equivalent to only 2.7 
percent of domestic production. By 1950, the ratio had risen to 6.2 percent. 
In 1956, it came close to 10 percent, and for 1957 it will undoubtedly be still 
higher. Thus, there can be no argument with the domestic industry’s claim that 
it is losing a growing share of its traditional market to imported oil. 

But what we are interested in is not the domestic oil industry’s share of the 
market, but whether or not it has been directly injured by foreign competition. 
Only if this has happened, or is about to happen, that is, only if the industry’s 
output, earnings, employment, capital expenditures have declined or if at least 
one of the above series has done so, do we have evidence of injury and, thus, of 
the negative economic effect of oil imports. Decline of the total market share is 
not, by itself, indicative of such injury. The last manufacturer of horse-drawn 
utility carriages must have had 100 percent of the existing market when he went 
out of business. On the other hand, it is typical for manufacturers of successful 
new products to lose part of their share of the market once a demand for their 
product has been created, since others will then begin to compete with them. 
The number of TV set manufacturers has multiplied rapidly since 1946, so that 
the share of the market of each has certainly shrunk. Yet, it remains one of our 
healthiest and most dynamic industries because of the vast increase in demand 
which gave both the original producers and the newcomers a steadily mounting 
sales volume. 

Thus the fact that a particular domestic producer’s group changes its share 
ef the market is, by itself, no indicator of whether the group’s economic 
strength is waxing or waning. However, the trend of its actual output cer- 
tainly is snch an indicator. 

In a dynamic economy, the only true sign of economic health is growth in 
real terms. The domestic oil producing industry has been characterized by 
this type of growth throughout its entire 99-year history. Taking the period 
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from 1920 to 1957, the compound average annual growth rate amounted to 
4.9 percent, which is considerably higher than the comparable growth rate for 
total United States industrial production or for the United States energy require- 
ments. Yet, during this entire 37-year period, United States crude oil producers 
had to face the competition of imported oil. For 13 of these 37 years, crude 
oil imports were subjected to the relatively mild restriction of a 21-cent per 
barrel duty rate. For the other 24 years, there was either no restriction or 
one that was so mild as to pose, admittedly, no effective barrier to erude-oil 
imports. Since it may be asked whether this long-term overall increase of 
4.9 percent does not hide a decline in more recent times as a result of the up- 
swing in crude-oil imports inthe postwar period, a breakdown is given of the 
compound annual rate of increase of domestic crude-oil production into 5-year 
periods (with the exception of the last period which covers a 7-year span) : 


Period and compound annual rate of growth 


Percent 
9000 1B ii a ii kiS. Cte cn duingleiaibdiewseoks ath Stes beaaGedion 11.7 
a a i as SR i kin 6 eA ini enh ean bees 3.3 
3000 40GB jek dion Lowees bidapceds ahha oR olden 2d, 
WOO OO oe oie ween el Glrtiiibiin ite btn dried 6.3 
SOD IOG . cutecens abe. bosses) eed eg. atl -Sa nak edad 4.9 
SOR 4190... ha ai a So Lh 6S. eal cee eae ~~ ee 2.9 
9600+0008. cine. leed sali da detalwelen .cessanes di6-ebeteomat 4.2 


These figures show that domestic production increased throughout the 37-year 
period under analysis. It shows further that the annual increase in the latest 
period is very close to the long-term rate for the entire period. 

Of course, since United States oil demand increased at an even faster rate 
during this period, about 6 percent annually, the domestic oil industry would 
doubtlessly have risen at this higher rate, had it not been for oil imports. Thus, 
the growth of the domestic oil producer was definitely slowed down by com- 
petitive imports, but it continued, nevertheless, to maintain a rate which must 
be considered healthy by all existing standards of American business, 

The increase was even sharper in value than in volume, since domestic oil 
prices have advanced steadily throughout the last 40 years: In the mid-1930’s, 
when oil production came first under the control of State regulatory bodies, the 
average price per barrel was approximately $1, while at present it is $3.15. Of 
course, much of this increase reflected the general rise in all cost factors as well 
as the higher cost of finding oil. However, there is no evidence whatsoever that 
net profits derived from domestic crude oil production have declined in the 
period under discussion. Certainly, total net profits of the producing element 
of the domestic oil and gas industry have been on the rise for the last several 
years. This is shown by the Chase Manhattan Bank’s annual review of 33 
United States oil companies. The net income (after taxes) of the domestic pro- 
ducer segment in this group has increased every year for the period 1953-56. 
Even more striking has been the increase in annual capital expenditures for the 
production segment of the United States oil industry. With the single exception 
of the recession year of 1949 (when there was a very slight dip) these expendi- 
tures have increased in every one of the 11 postwar years (1946-56). No inter- 
ruption at all was recorded during this period in the annual growth of the oil 
and gas producing sector’s fixed gross assets which rose from $8.9 billion in 
1946 to $26 billion last year. The tripling of such a gigantic amount in the 
space of 11 years does not suggest that this industry is on the decline. Néither 
does the employment record of this particular sector which rose from a monthly 
average of 189,000 employees in 1939 to 220,000 in 1946, to 254,000 in 1950 and 
to 348,000 in 1957. 

Measured by the above yardsticks, which are customarily employed to judge 
the health of any industry, the domestic oil and gas industry is continuing its 
dynamic expansion, despite the increase in competitive imports. 

It may be objected that all of the above cited figures refer to both oil and 
natural gas production and thus gives no indication of the true state of the 
crude-oil producing sector alone which is the only one directely affected by oil 
imports. 

Yet, natural gas and crude oil are joint products. They are found by the 
same companies using the same methods, under the same geological conditions 
and one-third of all natural gas comes from the same weils as crude oil. Thus, 
the economic concept of joint-product operations requires us to consider total 
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revenues from all operations of the domestic hydrocarbon producer (i. e., his 
“product mix”) in determining whether or not he has been injured. 

The economic importance of the products other than crude oil to the domestie 
producers is shown by the fact that in 1956 they marketed 10.1 billion thousand 
eubic feet of natural gas at an average value of 10.8 cents per thousand cubic 
feet as well as nearly 800,000 barrels per day of natural gas liquids. The com- 
bined wellhead value of these two gaseous hydrocarbons amounted to an esti- 
mated $1.7 billion, compared to $7.26 billion for the wellhead price of domes- 
tic crude oil. Thus, the two gaseous products contributed nearly 20 percent of 
the gross income of the United States hydrocarbon producing industry in 1956 
(and 47 percent of its energy volume). 

Thus, the domestic producer is likely to encounter commercially exploitable 
deposits of all three of these hydrocarbons in the course of his exploration 
efforts. His incentive for exploration activity is therefore related to the market 
demand for all hydrocarbons and not just one. 

Of course, crude oil is still the most important of the three. But the share 
of the other products in the total is definitely and rapidly rising. In the post- 
war period, natural gas production has grown at an average annual rate of 9.5 
percent, compared to 3.9 percent for domestic crude oil output. The future share 
of gaseous hydrocarbons in the total value of the domestic producer’s output is 
indicated by the value of the gross additions to natural gas reserves during the 
years 1952-56. These were equivalent to one-third of the value of gross addi- 
tions to crude oil reserves, calculated on the basis of new-contract prices for 
natural gas in 1956 and the prevailing price for crude. 

Two other points should be mentioned in connection with the concept of total 
hydrocarbon production: (1) All three hydrocarbons are competitive in many 
of their uses. This competition dies not affect the domestic producer who 
supplies them all. However, it does affect the oil importer who supplies only 
one type of hydrocarbon and whose actual or potential market is therefore 
reduced each time a consumer switches from oil to a gaseous hydrocarbon. 
(2) The total value of all crude oil imports amounted to $829 million in 1956. 
This was equivalent to 9 percent of the total value of the domestic output of 
the United State oil and gas industry. In determining the purely business- 
economic consequences of oil imports on the domestic producers this value 
percentage figure has considerably more meaning than the more often quoted 
volume relationship of crude oil imports to domestic crude oil output which 
amounted to 13 percent in 1956. Only the value figure expresses the true 
economic impact of competitive imports on the domestic producing industry. 
This impact cannot be measured by relating it to any one domestic product 
of this industry, since, as we have seen, all of them are sold in the same 
market. 

To sum up, it would appear that an industry whose sales volume and value have 
grown steadily at a faster rate than either the general economy or the total 
market (energy consumption) which it serves, in the face of a long-term period 
of nearly unfettered imports, cannot be said to have been economically harmed 
by such imports. This is borne out still further by the fact that the earnings 
and assets of this industry have also continued to grow. Furthermore, the 
domestic producers are not solely dependent on crude oil production for their 
income but also on gaseous hydrocarbons, the demand for which has been 
growing at a more rapid rate than that of crude oil. 

On the other hand, it must be recognized that the existing price differential 
between foreign and domestic crude oil is very likely to grow in the long run, 
thus strengthening the incentive to import crude oil. In the indeterminate 
future, this trend could theoretically lead to an actual decline of domestic 
hydrocarbon production, in the face of rising market demand. 

As of now, all available evidence points in the opposite direction, namely to 
a continued healthy growth of domestic crude oil production in line with 
market demand. Thus, an economic peril point is nowhere in sight. Crude 
oil imports continue therefore to be of net benefit to the national economy, 
since they provide the United States with all the recognized advantages of 
imports, without impairing the operations of their domestic competitors to 
an extent which stunts their economic growth. 


1 Preliminary figures for 1957 indicate that the rise in the volume of domestic crude 
ofl output was almost nil, compared to 1956, but the rise in value amounted to 11.5 percent. 
In the natural gas sector both volume and value increased significantly, the one by 6 
percent and the other by nearly 10 percent. 
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CALIFORNIA Texas Corp., 
New York, N. Y., March 10, 1958. 
Hon. Wirsvur D. Mr18, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dear Sir: Our attention has been directed to the hearings now being held by 
your committee on the extension of the Reciprocal Trade Agreements Act. 

California Texas Corp. is an American company, the stock of which is owned 
by the Standard Oil Company of California and the Texas Co. Our work in- 
volves us directly in the mainstreams of international trade. Some of our 
subsidiaries and affiliates have been operating in this trade for more than 50 
years. 

In our opinion, our country’s prosperity, position and leadership in world 
affairs and its security can be materially advanced by a further growth of 
world trade or, alternatively, seriously impaired by world trade curtailment. 
The active encouragement of world trade seems especially important under the 
uncertain conditions existing today. For these reasons favorable action at 
this time by the Congress on the extension of the Reciprocal Trade Agreements 
Act without crippling amendment seems to us essential to the welfare of the 
United States. 

UNITED STATES PROSPERITY 


The prosperity of a large segment of United States industry and agriculture 
is dependent on export markets for United States goods. For the most part 
such exports are paid for by the purchasing countries with dollars earned by 
them through supplying imports into the United States. Thus, imports from 
other countries have made possible exports from the United States which have 
grown from less than $10 billion in 1950 to more than $19 billion in 1957, ex- 
cluding military supplies. The jobs of some 4,500,000 Americans are estimated 
by the United States Department of Commerce to be dependent on United States 
export trade. 

Among the many sectors of United States industry and agriculture for which 
exports are important, are the following, according to the latest available in- 
formation from United States Government sources: 


Percentages of United States domestic production of various commodities which 
were exported during period January-—September 1957 


Foodstuffs : Percent | Machinery: Percent 
WE aiiccciecdnwndhpadinnntd 54 Industrial trucks and trac- 
De  cticlateals cienchesseibiiscnals 39 al 
I ai ising ennientd 79 Machine tools...._._._-..-._- 16 
Other agriculture: Transport equipment: 
BR a fe cea 56 Cover SrrCOnrt..... oo Bonn 30 
ORRIO MOE DS | cdensesiint 24 TeCcomouves....... be ncnne 34 
Raw materials: Motor trucks and buses___ 19 
Galt COM... tes. 6 tt owed 16 
nh coed 18 


The prosperity of another important segment of United States industry is 
directly dependent on imports of foreign goods. In some cases raw materials 
needed by United States industry are not sufficiently available in the United 
States. In many other cases, imports give United States producers of both capital 
and consumer goods a supplementary choice of supplies which assists them in 
minimizing costs, improving quality or better serving the American consumer in 
other ways. 

UNITED STATES POSITION AND LEADERSHIP 


Constructive leadership by the United States in the field of international 
trade seems vital at the present moment in which the general economic state 
of the free world is one of uncertain balance between recession and further 
progress. 

Under these conditions, the direction of the next major movement in the 
economies of the free world will clearly be affected by actions of the United 
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States in the field of foreign trade that promote or alternatively upset their 
stability and prosperity. That this stability and prosperity is in a state of 
delicate equilibrium at the present time is indicated by such basic facts as that 
40 to 50 percent of world trade is transacted in sterling currency which is 
backed by only 4 percent of the world’s exchange reserves. Obviously, a reversal 
in the trade policy of the United States such as failure to extend the Recipro- 
cal Trade Agreements Act, could administer a shock to this stability which 
could upset world trade and thus have far-reaching consequences on the pros- 
perity of the United States. 

In the particular case of Europe, decisions taken by the United States Govern- 
ment this year in the field of international trade policy may well determine the 
ability of United States exporters to sell American goods in Europe for many 
years to come. The recent establishment of a European Common Market 
gives its six member countries a trading area with a population about equal to 
that of the United States. This area will hereafter negotiate as a unit its 
tariff arrangements with nonmember countries and whether it will choose to 
reduce its restrictions on imports from the United States will depend largely 
on the liberality of our own trade policy. We can favorably influence this 
choice and thus foster the acceptance of American goods in the European Com- 
mon Market by constructive leadership in maintaining and advancing the liberal- 
ization of our own trade by positive actions such as the renewal of the Reciprocal 
Trade Agreements Act. 


UNITED STATES SECURITY 


Constructive action by the United States in the field of of international trade 
seems required also from the standpoint of the security of the United States, By 
agreements with 30 foreign nations, the United States is committed to a system 
of collective security. Every step we take that permits our allies to earn their 
own way, strengthens our allies, and thereby bolsters our joint security. A policy 
of restrictive, so-called trade protectionism is in basic conflict with the security 
of the United States, 

Caltex’s own experience illustrates how freedom of trade fosters the security 
of the United States in still another way. The considerable freedom from import 
restrictions on the growth of our trade and corresponding facilities which we have 
enjoyed in the Eastern Hemisphere has made it possible and practical for us to 
develop very large supplies of strategically situated petroleum products which 
have been available on call by the military forces of the United States in case of 
emergency. These supplies served United States and allied forces well in World 
War ITI and in the Korean war. 


CONCLUSION 


In conclusion, may we direct your attention to the statement of the desirable 

direction for American trade policy given by President Eisenhower 4 years ago 
in his message to Congress on foreign economic policy when he said: 
“* * * The national interest in the field of foreign economic policy is clear. 
It is to obtain in a manner that is consistent with our national security and 
profitable and equitable for all, the highest possible level of trade and the most 
efficient use of capital and resources. * * * The solution is a higher level of two- 
way trade.” 

From our observations and experience in international trade we have no hesita- 
tion in supporting in the strongest terms the renewal and strengthening of the 
Reciprocal Trade Agreements Act by the Congress in a form that will permit it 
effectively to achieve its objectives. We feel sure that without. such action the 
role of the United States in the promotion of freedom through the removal of 
restrictions on international trade would be greatly handicapped. 

Yours very truly, 
W. F. BRAMSTEDT, 
Chairman of the Board of Directors. 
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Gur Orn Corp., 
Pitisburgh, Pa., February 27, 1958. 
Hon. WiBvur D. MILt1s, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Mr. Mitts: This letter is being submitted in response to the invitation 
in your release of January 23, 1958, in which you said that all persons who de- 
sire may submit a written statement on the renewal of the Trade Agreements 
Act. 

Last November, a statement containing the thoughts of Gulf Oil Corp., on ex- 
tension of the Trade Agreements Act was mailed to Hon. Hale Boggs, chairman 
of the Subcommittee on Foreign Trade Policy. Since this statement contained 
our long-standing views on this important subject, we wish to present it to the 
full committee—with certain statistics brought up to date—and have it and this 
letter become a part of the record of your hearings. 

Several recent developments make this statement particularly appropriate at 
this time. 

First, the Department of Commerce, on January 28, 1958, released a statement 
that export sales had set a record of about $191 billion in 1957. Imports were 
nearly $13 billion. This leaves a total of $614 billion more sold abroad than im- 
ported. It is apparent that the net result of our foreign trade, assisted by the 
Trade Agreements Act, is to provide $6% billion worth of jobs and profits over 
and above any reductions because of imports. It would appear, therefore, that 
the act is fulfilling its stated purpose of expanding foreign markets for the 
products of the United States. 

Second, it has recently become apparent that general business conditions in 
the United States are in a period of at least slight recession. Industrial ac- 
tivity and employment have fallen compared with a year earlier. Many business 
analysts have mentioned a drop in exports this year as a potential depressing 
factor. The original Trade Agreements Act in 1934 had as one of its purposes 
to assist the United States in recovering from the then existing depression. 
Since the results of the act have been so successful, it would be foolhardy at this 
time to run the risk of worsening the current recession by failure to extend the 
act, which has resulted in such a great increase in trade and a large net balance 
of exports, with the increased business and employment which such a favorable 
trade balance provides. Moreover, trade barriers, such as import duties, gen- 
erally tend to raise prices. It would appear unwise to adopt measures which 
would cause higher prices, especially at a time when additional consumer buying 
would help to reverse the business recession. 

Third, Time magazine reports that Khrushchev, regarding the Communists’ 
intentions, said to William Randolph Hearst, Jr.: “We declare war upon you— 
excuse me for using such an expression—in the field of peaceful trade. * * * We 
are relentless in this and it will prove the superiority of our system.” Thus, we 
are engaged in a trade war and in a struggle to maintain cohesion and pros- 
perity among the nations of the free world. Certainly this is no time, by 
failure to extend the Trade Agreements Act, for us to haul down the signal 
which has flown for 24 years to let other free nations know that the United 
States is willing to minimize trade barriers on a reciprocal basis. 

These three developments—our record high exports last year, the slight busi- 
ness recession, and the Russian aim to make war through trade—all make the 
subject of the attached statement on “Trade Agreements Legislation and the 
Petroleum Industry” particuiarly important and timely in February 1958. 

Thank you for this opportunity to present Gulf’s views. 

Very truly yours, 
R. O. RHOADES. 


STATEMENT OF GULF O1L CORPORATION 
SUMMARY 
Gulf, because of its long and extensive experience in both domestic and for- 
eign operations, feels itself qualified to comment on international trade. 
Purpose and accomplishments of the Trade Agreements Act 
1. The purposes of the 1934 act to expand foreign markets for the products 


of the United States and to support prosperity have been successfully achieved. 
2. Free foreign nations have been aided by the promotion of increased trade. 
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3. Reversal of the policy established to minimize trade barriers would be most 
likely to bring about both domestic and foreign economic distress and to lose us 
friends. 

4. Failure to renew the Reciprocal Trade Act would tend to forfeit gains 
made through foreign aid. 


Possible abuse of the escape clause in the act 


1. Minimum criteria should be added to the law to define positive injury 
to be shown before escape clauses apply. 
2. Loose interpretation of the escape clauses could nullify the act. 


Petroleum imports 


1. Both imports and domestic production should share increasing demand. 

2. As long as domestic production is increasing, imports are supplementing 
and not supplanting domestic production. 

8. Temporary short-term fluctuations in production and demand should not 
govern the establishment of import policy. 

4. The voluntary oil imports programs is acting as a brake on the rate of 
increase of oil imports. 

5. Restrictions in petroleum imports are likely to jeopardize free access of 
American citizens to their oil concessions abroad. 

6. The United States has been so thoroughly explored for oil that most major 
oil pools probably have already been discovered. Recent findings tend to be 
smaller and have higher cost per barrel. 

7. Increase in oil reserves in the United States is not keeping pace with the 
increase in demand; we will have to depend more and more on foreign oil. 


CONCLUSION 


The Trade Agreements Act should be extended to insure continued domestic 
prosperity and national security. 


TRADE AGREEMENTS LEGISLATION AND THE PETROLEUM INDUSTRY 


1. Purpose and accomplishments of Trade Agreements Act 


For more than 45 years Gulf Oil Corp. has engaged in foreign operations. It 
was one of the earliest of the American oil companies to enter Mexico, around 
1912, and since that time its geologists and geophysicists have prospected for 
petroleum in many parts of the world. As a result, the corporation today has 
substantial oil production in Venezuela, Canada, Sicily, and the Middle Bast 
and is in the process of developing discoveries in other countries. During much 
of the same period, Gulf has also made substantial investments in the construc- 
tion and development of marketing facilities in many European and Latin 
American countries. 

However, Gulf is by no means merely an American-owned company engaged 
in foreign operations. Traditionally it has maintained a position as a major 
petroleum producer in the United States, and by far the largest share of its 
investments in leases, land, and equipment needed to carry on its business as a 
producer, refiner, transporter, and marketer of petroleum and petroleum prod- 
ucts has been made in the United States. It is thus a company engaged in both 
domestic and foreign trade, and this fact lays upon its management the necessity 
and duty of formulating, advocating, or supporting those policies which seem 
best calculated to promote and maintain the healthiest possible conditions for 
both foreign and domestic commerce. Because of the company’s position, Gulf’s 
87,000 shareholding owners have a direct and real stake in any legislation affect- 
ing domestic or foreign trade, and because of its experience Gulf’s management 
feels itself peculiarly well qualified to offer the observations and comment that 
follow. 

Looking back, we find the legislation that initiated the reciprocal trade agree- 
ments program in 1934 stated its aims as follows: 

“For the purpose of expanding foreign markets for the products of the United 
States, as a means of assisting in the present emergency in restoring the Ameri- 
can standard of living and overcoming domestic unemployment and the present 
economic depression, in increasing the purchasing power of the American 
public.” 

The reciprocal trade agreements, together with other programs, have proven 
remarkably successful in achieving these objectives. They have been valuable 
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and helpful through subsequent economic recessions (although no depression 
has occurred since), through World War II, throngh the Korean war, and in 
the period of uneasy peace and cold war following World War II. The obje~ 
tives of the foreign economic policy, including the reciprocal trade agreements, 
have been broadened to include contributions to the rebuilding of our allies, b 
strengthening the economic health of the free world, and to preserving their 
freedom from Communist subversion. 

Of course, many influences have contributed to the increase in United States 
exports and in free world trade, and the exact contribution of each cannot be 
precisely determined, but the fact remains that a very large degree of success 
has been attained. Public opinion in the United States, and particularly in the 
trading community abroad, attributes a large part of this success and the grow- 
ing prosperity of the free world to the leadership which the United States has 
shown in reducing tariffs and removing other impediments to trade on a recipro- 
eal basis through the trade agreements acts. From time to time the acts have 
been extended and amended, including the addition of a peril point procedure 
(first included in the Trade Agreements Act of 1948), which provided that trade 
commitments should not be made that may seriously injure domestic producers, 
In 1955, the national security amendment was added. 

These changes have been for the purpose of insuring that excessive imports 
will not seriously injure any domestic industry. The national security pro- 
vision emphasized this with respect to any industry vital to the national se- 
curity. With these safeguards, there is no reason to believe that extension 
of the Reciprocal Trade Act would do harm to the objectives previously out- 
lined. On the contrary, failure to extend this act could cause grave harm to 
the prosperity of ourselves and our allies, and to the cohesion of the free 
world. 

The most important reason and the summary of all reasons for extending the 
Reciprocal Trade Act is the great success which has attended the efforts of 
the United States to lead the free world toward increased trade, which has, in 
turn, helped to promote a mutual increase in prosperity, and a strengthened 
defense posture of all free nations. The Trade Agreements Act has served as 
a clear signal to all the world that our country wishes to encourage the growth 
of industry and trade between the nations. With it in operation, the war- 
damaged countries have recovered remarkably and world trade has reached 
new heights. Since the first act in 1934, United States exports have increased 
about 800 percent, and imports about 700 percent, and foreign trade now gives 
employment to about 444 million Americans. 

A reversal of this policy would be a terrible blow to those nations that buy 
our goods as well as to our supplying nations. It would lead to economic 
distress in countries which depend to any considerable extent on exports to 
the United States. It would bring about import and eurrency restrictions and 
discrimination in all countries which are short of foreign funds. Since dollars 
are the currency most in demand, these restrictions would fall more on United 
States exports than on any other. Therefore, if by failure to extend the 
Trade Agreements Act we embark on a poley of restricting trade, we will be 
responsible not only for economic distress in foreign countries but also in our 
own. A worldwide recession would be the most probable result. Our postwar 
trade policy has helped lift the hopes of the entire free world. It would be 
a terrible blow to the unity of the allied front toward the Soviet Union if we 
reversed our helpful policy by increasing trade restrictions. 

This consideration is, and should remain, paramount. Trade is healthiest 
when all of those nations contributing to its flow are, each in its own way, en- 
joying the best of economic well-being. In any contemplation of a return to 
restrictive tariffs, however, there are other considerations of very considerable 
importance. 

In the next place it should be recognized that, whatever mistakes may have 
been made, the general effect of the outright gifts under the foreign aid pro- 
gram have constituted a sort of strategic pump priming by which many na- 
tions have been helped to help themselves. As a result, the concept that lies 
behind the slogan, “‘trade, not aid,” is one of continuously increasing vitality. 
Nations, like individuals, have their pride; they can be expected to be grateful 
for help when help is most needed but they cannot be expected to stand forever 
with outstretched hand, mumbling apolegetic thanks for whatever may be 
dropped into it. An increasing volume of international trade is the only alterna- 
tive to outright giving. It is immediately beneficial to the traders, it creates 
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mutual respect while promoting mutual self-esteem, It is the one base on Which 
we can build strong and lasting friendships in a world where the need for such 
friendships is urgent. It is not necessary, it may not even be desirable, for trad- 
ing nations to come to a meeting of minds on intellectual, political or philosophical 
matters for the basic language of trade is older, and better understood than any 
other. Since even a completely altruistic United States, with its relatively small 
percent of the world’s population and raw materials could not possibly hope to 
support the whole free world’s economy indefinitely with gifts, and since the 
alternative is the promotion of trade, it follows that any moves now to raise 
restrictive barriers must serve to destroy the benefits we hoped to gain through 
foreign aid, and on which many billions of dollars have already been spent. 

There is, finally, still another reason why a return to a high-tariff policy, 
however selective it may be, would, at least at this time, be unwise. Of recent 
months through the development of common marketing areas and other types of 
pooling arrangements, European nations and industries have been showing a 
growing will to win for their products a larger share of those markets, such as 
Latin America, in which, due to the disruptions of World War II, they have been 
considerably displaced by United States products. This creates the prospect of 
intensely sharpened competition for United States exports, and it is axiomatic 
that competition thrives most where it is least trammeled. Historically, the rais- 
ing of high-tariff barriers by one country against the products of another inevi- 
tably invites retaliation. It would appear self-evident that a return to high 
tariffs by this country now can only result in a loss of some, and possibly of a 
very large amount, of the export trade the United States now enjoys. 

Regardless of the arguments made by some industries, or individuals, in favor 
of increased tariff protection now, it would appear that the national welfare 
stands to be seriously, and possibly grievously harmed by an abandonment, or 
even a sweeping revision of the reciprocal trade program now in effect. 


2. Possible abuse of the escape clauses in the Trade Agreements Act 


Since, at this stage of history a return to high tariffs would be assuredly harm- 
ful, and possibly disastrous, it will be useful to consider how the present laws 
may be modified to better accomplish the aims toward which they were originally 
directed. 

The escape clauses which permit any industry that thinks it is threatened 
with injury due to imports to appeal to the Tariff Commission could be used to 
largely nullify any lifting of trade restrictions, depending on the manner in 
which the Tariff Commission and the President choose to interpret and admin- 
ister the law. In 1955, the act authorized the President, whenever he deemed it 
necessary, to reduce the level of imports of a commodity whenever that level 
threatens national security. In order to avoid having these two provisions used 
to nullify the act, Congress should include in the act a definition of injury and 
some basic criteria to be used in determining that an imported item is injurious 
either to a particular industry or to the national security. 

Almost any imported item competes directly or indirectly with United States- 
produced goods. Any increase in imports at all, therefore, could be interpreted 
as reducing the potential domestic business of United States firms. A basic 
criterion for determining injury to an industry should be that the sales of an 
industry are reduced in absolute terms, and not only as a percentage of the total 
domestic market. As long as an industry’s total sales in the United States are 
increasing, or are not appreciably reduced, it should not be held that imports 
are seriously injuring the domestic industry. 

Again, almost any item produced relates in some way to the national security. 
Loose interpretation of this term could readily nullify all the good effects hoped 
to be achieved through any trade agreements act. Therefore, the law should 
contain some minimum criteria to be used in determining that an imported item 
threatens the national security. The party pleading for import restrictions on 
the basis of national security should be required to produce positive evidence 
showing: (a) actual injury to a particular industry and to the Nation’s defense 
potential due to the Trade Agreements Act, and (0) that curtailment of the sub- 
ject import will not prejudice the continued free access of United States citizens 
to essential raw materials which the United States will need to import in 
increasing quantities in the future. 

With this positive definition included in the Trade Agreements Act, which is 
designed to facilitate rather than to restrict international trade, there is no 
reason to believe that its extension will not continue to provide the good results 
that have been obtained to date. 
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$. Petroleum imports 

With respect to petroleum, the best method of handling the import situation is 
to permit imports and domestic production to share in the increasing demand. 
There is no question but that imports should supplement and not supplant domes- 
tie production. The only question lies in the interpretation of both supplement 
and supplant. 

It would seem to be clear that so long as the domestic industry is increasing 
its production, imports are supplementing and not supplanting domestic pro- 
duction. This is true even though imports might be taking over a large part 
of the increase in demand and, therefore, could be increasing at a faster 
percentage rate than domestic production. This is illustrated by the changes 
in the petroleum situation 1957 over 1948. Domestic demand has increased 
by 3,028,000 barrels daily. During the same period, United States production 
has increased by 2,057,000 barrels daily, while imports have increased by 1,012,000 
barrels daily. It is apparent that the imports have not prevented a very 
healthy rate of growth in domestic production, which amounts to 35 percent 
in 9 years. This growth occurred in spite of the fact that imports increased 
by 197 percent, although, of course, the volume of import increase was only 
half the increase in domestic production. Under these conditions, it is impossi- 
ble to hold that imports are injuring the domestic industry, or that through 
such injury imports are threatening the national security. 

In determining whether or not domestic production is being reduced by in- 
ereasing imports, short-term fluctuations in demand, and those restrictions in 
production which are necessary to correct temporary excessive inventories re- 
usiting from previous excessive production, should not be taken into account. 
The petroleum industry is characterized by violent seasonal swings in demand 
and by widely varying demands from one winter season to the next, as one 
winter may be considerably warmer than another. After a warm winter, the 
industry is usually left with excessive inventories of finished products which 
must be liquidated by curtailment of production. Also, the conditions under 
which the industry works are such as to require considerable time to reduce 
excessive production rates, such as may occur in order to meet an unusual 
export demand. This occurred during the recent Suez Canal shutdown. In- 
ventories are now very heavy because production and imports were maintained 
at unusually high levels for some time after the Suez Canal was reopened. 
The industry is now undergoing a period of low production, and imports also 
are being restricted in order to correct the current excessive inventory situation. 
This adjustment should require only a short time, and even though domestic 
production is actually less than it was at this time last year, this should not 
be taken as proof of injury either to the domestic industry or to the national 
security. Only if the reduced production continued over a period of at least 
a year could this position of injury be supported. 

The petroleum industry is undergoing another adjustment which will prob- 
ably be of longer duration. In the 10 years ending in 1956, the United States 
domestic demand increased at an average rate of nearly 6 percent per year. 
This high rate of increase occurred because of the replacement of the United 
States stock of automobiles after World War II, the substitution of oil for 
coal in home heating, and many other reasons, including the generally high 
levels of expansion in nearly all industries. Recently, trends indicate that 
the very large rate of increase in demand which was experienced in the postwar 
years is beginning to slow down. With a correspondingly lower increase in 
demand each year, it would be expected that both imports and production 
would increase at a slower rate than in recent years. The President’s Special 
(Cabinet) Committee To Investigate Crude Oil Imports proposed a plan of 
voluntary restriction of imports which already seems to be acting effectively 
as a brake on the rate of increase on imports. This plan was submitted to 
and approved by the President on July 29, 1957. 

As an illustration of the effectiveness of this plan, a recent report shows 
that the large, established importers, including the major international oil 
companies, actually plan to reduce their imports during the 5-month period, 
January 1958-May 1958, slightly below the quotas established by the President’s 
Special Committee. This reflects the good intentions of these companies as well 
_as the fact that they all have large production in the United States and very 
large investments in the United States, which would not be in their interest 
to harm by importing at an excessive rate. Especially in view of this per- 
formance of the voluntary import program, there is no need to place further 
legal restrictions on the importation of petroleum. 
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In fact, any rigid restriction on the importation of petroleum, or any further 
curtailment in the rate of imports, would be very likely to harm the national 
security of the United States. Some proposed restrictions are aimed in a dis- 
criminatory manner at reducing petroleum imports from the Middle East. The 
proud and newly awakened nationals of Middle Eastern countries are certain 
to take offense at any discrimination. This could lead to the loss of our strategic 
position in the Arabian Peninsula, including the airbase at Dhahran. With the 
Middle East in such turmoil as a focal point of the cold war between the Hast 
and the West, and with the economy of our allies depending upon oil from the 
Middle East, we should under no circumstances take any action which might 
appear discriminatory. 

There is no doubt that the production costs of imported oil from the Middle 
Bast and Venezuela are lower on the average than the production cost of oil in 
the United States. The imported oil tends to hold down the rate of increase in 
oil prices in the United States. The cost of finding oil in the United States is 
increasing, chiefly because the United States has been thoroughly explored and 
most of the easily accessible and prolific deposits of oil already have been tapped. 
New fields are discovered less often, and when discovered they are found to have 
small deposits of oil compared to the large fields discovered in the past. If the 
United States attempted to rely on its own oil exclusively, the price would neces- 
sarily increase very greatly, as a larger portion of the oil produced would have 
to come from high-cost, deeper wells tapping smaller deposits of oil. 

It has been said by some of those opposing imports that all of the cost savings 
from this imported oil accrue to the profit of the major international oil com- 
panies. If this were true, then imported oil would not afford any price competi- 
tion with domestic oil. However, it appears that at least some of the savings in 
cost of imported oil are passed on in one form or another to the consumer. In 
the recent hearings during September and October for increased oil imports 
before the administrator of the voluntary oil import program, several companies 
testified to the administrator that domestic oil could not compete in the east 
coast markets. They gave the administrator estimates of the advantage of 
imported oil varying from 50 to 75 cents per barrel. 

In calculating the cost of foreign oil, several major items must be taken into 
account in addition to the cost of developing the oilfield and lifting the oil from 
the ground. The payments to foreign governments, usually 50 percent of the 
difference between the lifting cost and the market price, are just as much a part 
of the cost as are the royalty payments in the United States. In addition, there 
are large transportation costs to move the oil over lon, distances to the United 
States. In the case of oil moving from the Middle East, which is the largest 
potential source of foreign oil, long-term charter rates for vessel transportation 
amount to well over a dollar a barrel. 

Petroleum differs in a fundamental manner from most other imported mate- 
rials. In some respects imported petroleum should not be called foreign oil. 
It is nearly all produced by American companies using a substantial amount of 
American labor and materials, from oil concessions which have been negotiated 
by American nationals, usually with foreign governments. The profits accrue 
to United States stockholders, and these profits then pay personal income taxes 
to the United States Government. If oil imports were drastically reduced, many 
of the United States nationals employed abroad would lose their jobs and be 
thrown on the United States employment market. Also, many United States 
independent businessmen who have gone into contracting for oil-well drilling in 
foreign countries would be forced to return home and compete with the con- 
tractors already operating in the United States. It can be seen from this that 
imports of petroleum do not represent cheap imports of foreign goods which are 
cheap because of low labor rates abroad. The relatively low prices of foreign 
oil occur because the United States has already discovered most of its low-cost, 
high-volume deposits of oil and the cost of discoveries from now on can be 
expected to increase. 

The scarcity of good drilling sites is undoubtedly a major reason for a small 
decrease in the number of United States oil wells drilled in 1957 as compared to 
1956. There are other reasons, including unusual weather in the spring, a rather 
abrupt increase in interest rates, and the tightening of money supplies. But 
there is increasing evidence that one of the most important reasons was merely 
the lack of drilling sites which appeared likely to hold enough oil to make it 
profitable to drill. 
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The difficulty and high cost of obtaining more oil in the United States makes 
it necessary for us to import a larger percentage of our total requirements. In 
spite of very intensive exploratory efforts, the new reserves discovered since 
1946 have not kept pace with the growth in consumption. The ratio of reserves 
to consumption in 1946 was 13.4. By 1956 this had been reduced to 11.3. There 
have been so many oil wells drilled that our total reserves could be produced 
much faster than is now the case. Therefore, the so-called availability of 
petroleum is increasing and has been reported by some authorities to be upward 
of 2 million barrels a day above the current producing rate. However, it is re- 
serve supply and not the potential production rate which is most important to 
our national security. A farmer might have a well which he could completely 
empty within 1 day by installing larger pumps, but if he so emptied his well, he 
would be left without water. The important thing to the farmer would not be 
his potential pumping rate for a short period, but how much water he had in 
his well in total to last over the years. Likewise the important thing to the 
United States is the total reserves available for continued production over a 
long period of time. 

A New York Times: editorial recently stated: “There are many ways to en- 
courage exploration for oil, whether by private or other interests. But every 
barrel of our oil used up is an irreplaceable resource gone forever, never again 
to be available for our future needs.” 


4. Conclusion 


The Trade Agreements Act should be extended because it has proven very 
effective in promoting the prosperity and security of the United States and its 
Allies. The escape clauses should be better defined to set up specific criteria for 
determination of the peril point involving serious injury to domestic industry 
and a threat to the national security. These criteria are needed to avoid having 
all increases of imports prevented through abuse of the escape clauses, and thus 
to eliminate any possible good that could come from increasing imports and 
increasing world trade. With respect to extension of the Trade Agreements 
Act, the President stated: “If we fail in this (our trade policy), we may fail 
in all. Our domestic employment, our standard of living, our security, and the 
solidarity of the free world—all are involved.” 

With respect to petroleum, imports have not prevented the domestic produc- 
ing industry from growing at a healthy rate. Petroleum importers have shown 
a willingness to cooperate in voluntary restraints on the rate of imports to cope 
with the recent slowing down in the rate of growth and consumption. There- 
fore, it could not be said that petroleum importers are threatening the domestic 
industry, and it would be most unwise to impose rigid restriction on imports 
through increased tariffs or other impediments to trade, such as rigid quotas. 

It would be a calamity to the prosperity and to the defense, and therefore a 
threat to the very life of the United States, if through ill-advised restrictions on 
petroleum imports, free access should be denied to United States nationals to 
the huge deposits which their initiative, capital and labor have developed in 
foreign countries. It would likewise be a calamity to the defense of the entire 
free world if through any discriminatory restrictions the stability and pros- 
perity of the oil producing countries from which we import should be threatened. 
Under present conditions of cold war, it is imperative to keep these countries in 
the camp of the free world. 

This is especially true since it has proven impossible to discover new oil re- 
serves in the United States in sufficient volume to maintain the ratio of reserves 
to consumption. In addition, for those scarce reserves which are now being 
discovered, the cost is high and a reasonable quantity of imports tends to hold 
the prices charged to civilian consumers and to the Defense Department at 
reasonable levels. 

The United States has less than 15 percent of the free world’s reserves of 
crude oil but has 55 percent of the consumption. In order to support the na- 
tional economy and maintain the national security, we will inevitably depend 
more and more on imported petroleum. 
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United States petroleum imports, domestic demand and production 


{In thousands of barrels per day] 
































| i 
| United Percent imports to— 
United United States ae 
States | States production 
Year total | domestic crude and | United United { 
| petroleum | petroleum | natural States States | 
| imports | demand | gas liquids | domestic | production 
demand 
—_—_—_—- - sa i Se eee ae a ee 
1946. - - . ee | 377 4,912 | 5, 068 7.7 7.4 
1947... sicus : ah ee 437 5, 452 | 5, 450 8.0 8.0 
1948. _- swidiiede olsacencametetéaen 514 5, 775 | 5, 921 8.9 8.7 
eee So abe ML 645 5, 803 | 5,477 11.1 11.8 
1950__.-- ion ae adiaaiadl 850 6, 507 | 5, 906 13.1 14.4 
1951... : MRA, 844 7,041 6, 719 | 12.0 12.6 
1952... aac: ada connesacheredil 952 | 7, 280 | 6, 867 13.1 13.9 
te weber 8 ree eds 1, 034 7, 604 | 7,111 13.6 14.5 
1954. __- cic owes ee sean 1, 052 7, 760 7, 033 13. 6 15.0 
1955....-- a crip thw’ hen x sca cli alicia 1, 248 8, 460 7, 578 14.8 16. 5 
SO ee os cewen De el eer ee ce 1, 426 8, 757 7, 937 16.3 18.0 
DN oe Ss av dacndwdcdtieeaaaldeeatuee 1, 526 8, 803 7,978 17.3 19.1 
Source: API Statistical Bulletin, vol. 38, No. 21, Apr. 23, 1957. U.S. Bureau of Mines, 1957 (partly 
estimated). Reported in Platt’s Oilgram News Service, Jan. 6, 1958. i 
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United States petroleum reserves related to United States domestic consumption 
and production 


{Million barrels] 


Ratio of reserves to— 














Total Total 
Reserves United United 
Year end of States States United United 
year ! domestic | production} States States 
demand ? domestic | production 
demand 
ed ‘sie aitetaietetd ap aswaawhad 24, 037 1, 793 1, 850 13.4 13.0 
iene ~_ aml <auccen 24, 742 1, 990 | 1, 989 12.4 12.4 
1948... os Pe Ae oximienipeleaiibaaad 26, 821 2,114 2, 167 12.7 12.4 
1949... sani diva dtntiabin - Te 28, 379 | 2,118 1, 999 13.4 14.2 
én idaiPucpcmocoutebs 29, 536 2, 375 2, 156 12.4 13.7 
ga snia hiinidibinueautente 32, 193 2, 570 2, 452 12.5 13.1 
1952... ard tsa ie iiss esa ala 32, 957 2, 664 | 2, 513 12.4 13.1 
1063..... Sed con De wh ela a teale — 34, 383 2,775 | 2, 596 12.4 13.2 
ae ae ee ee 34, 805 | 2, 832 2, 567 12.3 13.6 
a ee eee a ee 35, 451 3, 088 | 2, 766 11.5 12.8 
Sin anmnaaubaaieneee Subd aarinkensabadlioarca 36, 337 | 3, 205 2, 905 11.3 12.5 





| 


1 Reserves are total liquid hydrocarbons, including crude oil and natural gas liquids, 
2 Total United States production includes crude oil and natural gas liquids. 


Source: AGA-API Proved Reserves of Crude Oil, Natural Gas Liquids & Natural Gas, Dec. 31, 1956, 
Vol. No. 11. API Statistical Bulletin, vol. 38, No, 21, Apr. 23, 1957. 
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Beports, imports, and gross national product, United States, 1934-57 





Billions of dollars 






Year 
Gross Gross 
Exports | Imports | national | Exports | Imports | national 
product 


product 
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110 months actual. November and December estimated. 

3 Includes mutual security program military shipments which totaled $1.7 billion in 1956, and $1.4 billion 
in 1957 (November-December estimated). 

*§ Excludes MSP military shipments from exports. 


Source: 1934-56, Compendium of Papers on United States Foreign Trade Policy, p. 244. Subcommittee 
on Foreign Trade Policy of the Committee on Ways and Means, released Oct. 10, 1957. 1956,2 Survey of 
Ourrent Business, February 1957. 1957, Survey of Current Business, December 1957. 





STanpaRpD-Vacuum Or, Co., 
White Plains, N. Y., February 12, 1958. 
Hon. WirrseuR MILs, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 


Sime: I understand hearings on a bill to extend the Trade Agreements Act will 
start on February 17. As I feel this would be of great benefit to American in- 
dustry, I am heartily in favor of this bill and hope you will do your utmost to 
support it. 

Yours very truly, 
H. F.. PRIOLEAU. 





AMERICAN INDEPENDENT O11 Co., 
San Francisco, Calif., February 18, 1958. 
Hon. WILBUR D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. Mits: Your committee, I understand, is currently holding hear- 
ings on legislative proposals for extension of the Reciprocal Trade Agreements 
Act due to expire on June 30, 1958. For the general welfare of our country, I 
respectfully submit it is vital that such legislation be acted upon favorably— 
without crippling amendments—by your committee. 

As you are well aware, since enactment of the reciprocal trade program in 
1934, the value of our exports have risen from about $2 billion to last year’s 
$19.5 billion, and imports similarly have grown over the same period from $1.7 
billion to about $18 billion. These ever-expanding exports are a fillip to our 
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domestic economy, while our growing purchases abroad are an important ele- 
ment in world economic and poiitical stability. Continued expansion of such 
two-way trade assists our friends overseas to find their own way to economic in- 
dependence, which I am sure you will agree is far preferable to repeated United 
States dole programs. 

We read of Russia’s shift to an economic trade offensive and the apparent 
success of its efforts with certain so-called have-not nations in the Middle East 
and elsewhere. Surely we should not at this critical time lessen our endeavor 
and resolve to counteract Russia’s aggressive trade policy. 

Again, we note with concern the recent organization of friendly European na- 
tions into an European economic community which may be forced, in self- 
protection, to adopt a policy of high trade barriers against the United States 
unless Congress provides the President with sufficient authority to negotiate de- 
sirable tariff reductions. 

I strongly urge the renewal of the Reciprocal Trade Agreements Act. 

Sincerely yours, 
RALPH K. Davies, President. 


STANDARD OIL Co., 
New York, N.Y., February 18, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Stir: In connection with the hearings before your committee on the pro- 
posed renewal of the reciprocal trade agreements program, I should like to take 
this means of expressing my opinion that this program should be extended and 
strengthened. It should be extended for a sufficient period of time to engender 
confidence in our friends and allies of our continuing desire for close and friendly 
relationships with them. 

It must be abundantly clear to us that the United States cannot live alone in 
today’s world. We need the important stimulus to our domestic economy of a 
large and expanding export trade. We need, in increasing degree, important 
raw materials from foreign areas. And, most of all, we need strong friends and 
allies in many parts of the world to join with us and support us in the defense 
and preservation of freedom and human rights. The United States cannot fight 
and win this battle alone. Loans and grants to our friends and allies cannot take 
the place of affording them the opportunity to grow stronger and closer to us 
through the development of normal international trade. From a financial stand- 
point, the latter course is more efficient and cheaper for the American taxpayer. 
From a psychological standpoint this course lends a dignity, a confidence, and a 
friendliness to our international relationships which loans and grants can never 
achieve. 

We have a national interest in seeing to it that other countries have the oppor- 
tunity to earn the dollars with which to make payments to our exporters and 
investors. In connection with trade alone, United States exports, including mili- 
tary-aid shipments, have averaged about $17 billion a year over the last 3 years. 
This is almost $4 billion a year more than our imports in 1955 and 1956, and in 
1957 the export surplus may have been $6 billion. This, of course, is not the 
entire story in our international payments, but it serves to emphasize the fact 
that if our exports are to continue at high levels and to enjoy normal growth, and 
if we are not to finance such exporis indefinitely through economic-aid programs, 
we must continue on our side to make it possible for our foreign customers also 
to have growing opportunities to sell to us on a competitive basis and without 
excessive tariff and trade barriers. 

An important additional fact that should not be overlooked is that it is esti- 
mated that 4 to 5 million Americans owe their jobs to American exports. Sim- 
ply from the standpoint of numbers of individual American citizens affected by 
our international trade it is undoubtedly true that far fewer than this 4 to 5 
million citizens may be in any way affected by our imports since such a larger 
part of our imports are raw materials which are processed domestically. 

It is, of course, obvious that no one could advocate a reciprocal trade policy 
which would result in serious damage to our domestic economy or to the weak- 
ening of our national security. Clearly advocacy of reciprocal trade must be 
based on just the reverse condition—a strengthening of our Nation’s security, 
and the maintenance of a vigorous domestic economy. It is bound to be true 
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that imports always tend to infringe on certain parts and phases of our domes- 
tic economy. The basic and important thing to keep always before us is whether 
the total effect of our reciprocal trade on our total security and economy is bene- 
ficial or harmful. This is not to say that the difficult problems sometimes 
presented by reciprocal trade to certain areas and certain parts of our economy 
should not receive the most careful and sympathetic consideration ; but to wreck 
or abandon our reciprocal trade program in order to give relief to limited 
parts of our economy is unthinkable because of the extent to which it would 
jeopardize our national security. 

These individual problems should be considered objectively in relation to our 
total welfare and provided for in ways which will have minimal adverse effects 
on our overall reciprocal trade program and our overall domestic economy. 
Some readjustments in certain industries may be necessary at this time. Such 
readjustment periods can be smoothed out by Government help—industry by 
industry—on an emergency basis. It should be borne in mind, however, that 
many of our domestic problems related to imports are relatively temporary, and 
may well be alleviated by desirable readjustments in domestic industries and 
our country’s growing need for foreign raw materials. The essential thing is to 
assure friendly nations, both by discussion and by our actions, that we intended to 
meet the ups-and-downs of growing international trade together. 

We are convinced that the extension and improvement of our Reciprocal 
Trade Act is vital to the overall welfare and security of our country. 

Respectfully yours, 
EUGENE HoLMAN. 


STATEMENT OF JULIAN D. CoNover, EXEcUTIVE VICE PRESIDENT, AMERICAN 
MINING CONGRESS 


THE AMERICAN MINING CONGRESS, 
Washington, D.C. 


In re H. R. 10368, Trade Agreements Extension Act of 1955. 


On behalf of the American Mining Congress, representing the various branches 
of the mining industry throughout the country, we appreciate the opportunity 
to present our views on the pending legislation to extend the Trade Agreements 
Act. 

The mining industry is one of our country’s most basic industries. It provides 
the minerals, metals, and solid fuels which are indispensable to modern industry, 
transporation and the defense of our Nation. Its importance to our economy 
and our national security has been emphasized by the Special Cabinet Commit- 
tees on Minerals Policy and on Bnergy Supplies and Resources Policy; and a 
national policy has been enunciated that a strong, vigorous and efficient domestic 
mining industry is essential to the long-term economic development of the 
United States and is vital to our national security. 

The American mining industry as a whole normally provides direct employ- 
ment for some 600,000 workers, and many times this number indirectly. The 
very economic existence of many communities depends entirely upon mining 
operations. Any sharp curtailments or shutdowns—of which we have recently 
witnessed far too many examples—mean unemployment and hardship not only 
for the miners and their families, but also for those engaged in the related service 
industries, in rail and other forms of transportation, and in the mining areas 
generally—with sharply reduced tax revenues to local, State, and Federal govern- 
ments. 

It is therefore imperative that we maintain a sound and healthy mining indus- 
try, upon which we can continue to depend to supply the major part of the basic 
raw materials essential to our industrial progress and our national defense. 

A major problem of many important branches of the mining industry today is 
that of excessive imports of metals and minerals produced at low cost in foreign 
countries. In general our present tariff rates are far from adequate to afford 
the protection needed if our mines are to continue to operate and maintain a 
reasonable “mobilization base” of domestic production. Most of you are familiar 
with the resultant depressed conditions in the industry, marked by curtailment 
of operations, shutdown mines and plants, unemployment, and distress in the 
mining communities. 

The inadequacy of the protection now afforded many domestic metals and 
minerals is due not only to reductions in duties as the result of trade agreements, 
but also to the fact that most of the tariffs on minerals provided under the 1930 
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Tariff Act were specific duties, expressed in cents per pound, rather than ad 
valorem duties. With the decreased value of the dollar today, protection which 
was equivalent in 1930 to 40 percent or more ad valorem is today in many cases 
less than 10 percent on an ad valorem basis—far short of what is needed to 
maintain our mines in operation and enable them to earry on exploration and 
development of mineral reserves for the future. 

The mining industry is accordingly deeply interested in the legislation which 
you are now considering. Our overall recommendations, as expressed in the 
declaration of policy adopted at the American Mining Congress Convention in 
Salt Lake City last September, are as follows: 

“We recommend that Congress reestablish and exercise its authority over 
tariffs. We believe that adequate import taxes and tariff protection, properly 
applied, are necessary to maintain the domestic mining industry. Therefore, we 
strongly urge prompt enactment of legislation, as follows: 

“(1) That as to those metals and minerals in which the United States pro- 
duces a substantial portion of our domestic requirements, adequate import taxes 
be established, to be imposed and collected only if and when the average monthly 
price falls below a reasonable prescribed point legislated for each metal and 
mineral respectively ; thus providing a market free of any duty for foreign im- 
ports so long as the average monthly price is at or above the prescribed point. 

“(2) That as to those metals and minerals which are produced domestically 
sufficient only to provide a small percentage of our requirements, special gov- 
ernmental programs in line with the circumstances in each case should be in- 
stituted and maintained to encourage continuance of such industries. 

“(3) When the enactment or application of adequate import taxes and tariffs 
is not feasible, or otherwise fails to do what is necessary to protect the domestic 
mining industry, we recommend that import quotas be provided in cases where 
such device is practical. 

“(4) We urge that Congress amend the Antidumping Act of 1921, to provide 
adequate provisions for greater certainty, speed and efficiency in administra- 
tion and enforcement, particularly as applied to metals and minerals.” 

This declaration of policy has received widespread support throughout the 
industry. We are convinced that adoption of these principles is the most work- 
able and effective answer to the critical problems of the mining industry caused 
by excessive imports—and we urge that substantive legislation be enacted at this 
time to make these principles effective. 

Metals and minerals of which this country produces a substantial portion of 
our requirements are typified by copper, lead, and zince. As to such minerals, 
the most effective, fairest, and most readily administered measure to protect the 
industry—without imposing a burden on consumers or undue hardship on for- 
eign producers—is the enactment of an adequate import tax, to be imposed when- 
ever the average monthly price falls below a prescribed peril point, and with 
the tax suspended at times when the market is above such peril point. 

This proposal is based on the principle that imports of these materials should 
supplement but not supplant domestic production. An import tax, applied in 
the manner outlined, will permit needed imports, in quantities which do not de- 
press the price below the peril point, to enter without restriction. On the other 
hand, it will provide protection for domestic producers against excessive and 
unneeded imports. It will afford foreign producers access to our markets at 
fair prices, but will penalize imports in excess of those needed to supplement 
domestic production. It will tend to stabilize the price at a level making possi- 
ble a reasonable base of domestic production, and will assure consumers of 
dependable supplies at reasonable prices. It operates automatically and is 
easily administered. 

As you will recall, import tax legislation for lead and zine was considered 
by your committee last August, based on a recommendation by the Secretary 
of the Interior. At the suggestion of your committee, which felt that admin- 
istrative remedies should first be invoked, the lead-zinc industry then submitted 
an escape clause petition to the Tariff Commission. Hearings on the petition 
were held in November, and the report of the Commission is now being awaited. 

The evidence submitted by the industry to your committee and to the Tariff 
Commission made it plain that the maximum increases in duty possible under 
the escape clause would fall far short of what is needed. Further careful stu- 
dies by the lead-zinc industry show that in order to accomplish the objective 
of a healthy domestic industry, an import tax of 4 cents per pound on lead, 
to be imposed when the price falls below 17 cents per pound, and an import tax 
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of 4 cents per pound on zinc, to be imposed when the price falls below 14% 
cents per pound, are required. Enacted into law, these import taxes would 
properly take the place of other forms of protection. Thus, foreign ores and 
metals, instead of paying a flat rate of duty regardless of the metal price, 
would be enabled to enter without duty or import tax to the extent they do 
not exceed this country’s requirements, and would pay the import tax only 
when imported in excessive and unneeded amounts which depress the price 
below the peril point. 

Similarly, in the case of copper, studies by the industry show that the mini- 
mum protection needed is an import tax of 4 cents per pound, to be imposed 
when the price falls below a peril point of 30 cents per pound; and your com- 
mittee has before it a number of bills to accomplish this result. 


We believe this same principle—of import taxes applied below specified peril 
points—may well be applied to other metals and minerals which are produced 
in substantial quantities in this country. Producers of a number of other 
minerals have previously presented information as to conditions in their re- 
spective industries and as to the remedies needed. 

Referring to our declaration of policy, you will note the recommendation that 
as to metals and minerals which are produced domestically in amounts meeting 
only a small percentage of our requirements, special governmental programs in 
line with the circumstances in each case be instituted and maintained to en- 
courage continuance of such industries. This situation obtains as to some of 
the small but important strategic mineral industries. Recommendations as 
to specific minerals have been submitted to you by the Conference of Western 
Governors, and we hope these will receive your careful consideration. 

I should now like to address myself to a critical situation affecting the coal- 
mining industry. This situation was described to you in the able testimony of 
Dr. C. J. Potter, president, Rochester & Pittsburgh Coal Co., and I will confine 
this discussion to a brief summary. 

As explained by Dr. Potter, excessive imports of residual fuel oil, principally 
from Venezuela, are displacing substantial tonnages of coal in its natural market 
along the eastern seaboard. Since residual oil is a waste product, its price is 
not determined by conditions of supply and demand. At times when there has 
been a world shortage of oil, the price of residual oil has been raised several 
dollars a ton above the coal equivalent. On the other hand, the price can be 
and has been dropped substantially below the coal equivalent when necessary 
to take the market. This raises havoc with the coal industry, which must 
either drop its price—frequently below the cost of production—in order to hold 
the market, or else endeavor to maintain a fair price and let residual oil take 
whatever volume of business it chooses. 

Although residual oil is sold principally on the eastern seaboard, coal produc- 
ers cannot meet its competition in this area without also reducing their prices 
to inland customers—thus lowering the price structure for the entire coal in- 
dustry throughout the United States. Since coal’s profit margin rarely exceeds 
25 cents per ton, the effect can be disastrous. The displacement of coal ton- 
nage by residual oil runs into many millions of tons each year—with resultant 
widespread distress and unemployment not only in the coal industry, but also 
in the railroad industry which depends upon coal for such a large part of its 
traffic. 

The President’s Advisory Committee on Energy Supplies and Resources Policy, 
in its February 26, 1955, report, recommended that imports of crude and residual 
oils be held to the proportions that such imports bore to the production of 
domestic crude oil in 1954. We believe the time has come to make that recom- 
mendation effective through legislation. 

Thus far we have outlined a number of specific provisions which we believe 
are needed in our tariff structure, in order to carry out the national policy of 
maintaining a “strong, vigorous, and efficient domestic mining industry.” 

From a more general standpoint, in line with our recommendation that Con- 
gress reestablish and exercise its authority over tariffs, we agree with others 
who have appeared before your committee that the escape clause mechanism 
should be modified by providing that recommendations of the Tariff Commis- 
sion be subject to review by the Congress itself, rather than by the President. 

We think that the power to reject the Tariff Commission’s recommendations 
for relief, where the Commission has found after full investigation that a given 
industry has been injured by excessive imports, is too great an authority to 
be left under the control of the executive branch of the Government. Such 
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authority includes the power of life or death over important segments of Amer- 
ican industry. The original intent of the escape clause, which was to prevent 
serious injury to domestic producers and workers, has in too many cases been 
nullified through Executive disregard of Tariff Commission recommendations, 
We believe that in issues of such vital importance the recommendations of the 
Tariff Commission should be submitted direct to the Congress and should not 
be subject to veto by the executive departments. 

We also endorse the more realistic measure of relief which would be available 
in escape clause proceedings under the provisions of H. R. 11462 and H. R. 11463. 
These bills adopt the provisions in H. R. 10368 permitting a rate increase on 
an escape clause item to 50 percent above the rate in effect on July 1, 1934, and 
in addition they would provide that for a specific rate of duty, the 50 percent 
permissible increase would be based, not upon the rate itself, but upon the 1934 
ad valorem equivalent of the rate. These provisions would compensate for the 
deterioration in the effective level of specific rates due to the decreased value 
of the dollar today, which I have discussed above. 

Additional provisions in these bills, to expedite action in escape clause cases 
and facilitate the providing of needed relief to injured industries, are also 
highly constructive and should be adopted. 

We have previously stated our view that Congress should reestablish and 
exercise its authority over tariffs. We are not impressed by statements that 
if H. R. 10368 is not enacted in substantially the form now before you, the 
foreign trade of our country will “go to pot.” The fact is that a failure by 
Congress to extend the President’s authority to enter into trade agreements 
would in no way affect the trade agreements now in force, nor curtail in any 
way the opportunities for foreign trade which now exist. 

We strongly urge that in any legislation resulting from these hearings, there 
be incorporated the specific measures previously outlined above, which are 
needed to preserve and strengthen our domestic mining industry as an essen- 
tial source of vital raw materials and as a major component of our Nation’s 
economy. These measures are called for as a matter of sound national policy 
regardless of whether the President’s authority to enter into trade agreements 
is extended or not. 


STATE OF WEST VIRGINIA, 
EXECUTIVE DEPARTMENT, 
Charleston, March 18, 1958. 
Hon. Wiiseur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN MILis: I understand that several Governors representing the 
Interstate Oil Compact Commission will appear before the House of Representa- 
tives Ways and Means Committee on March 20, 1958, to present testimony relative 
to pending legislation on reciprocal trade agreements. 

While it is not possible for me to appear in person, I shall be pleased to have 
you file this letter as a statement reflecting the views of West Virginia. 

The long history of the State of West Virginia as an oil-producing State results 
in a continuing interest in the oil problem, with particular reference to the effects 
in the conservation of natural resources and the all-important national welfare 
and security. 

The problem, now actively before the Congress, is one of preventing excessive 
imports of crude oil and its products through an amendment to the extension 
of the Trade Agreements Act. The present level of oil-import volumes is threat- 
ening State conservation programs, long recognized as materially contributing 
toward the elimination of waste above and below ground of our essential oil 
supply. The splendid record of conservation practices has benefited the consumer 
through assurance of the longer term adequacy of oil reserves. Any program 
that prevents waste raises the ultimate recovery by billions of barrels, makes 
available more oil and gas at lower cost, and creates stability and order wherein 
technical progress can thrive and economic gains can be consolidated. 

In February 1955 the President’s Cabinet Committee recommended that imports 
should be limited to their 1954 relationship in the interest of national security. 
In July 1957 the Cabinet Committee again warned that unless a reasonable 
limitation on imports is brought about “there will be a marked decline in domestic 
exploration and development.” These warnings and predictions have now mate- 
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rialized, imposing a serious threat to our Nation’s security. Experience has 
proven we cannot rely on the availability of foreign oil. In the event of a 
national emergency imported supplies might well be cut off, placing our Nation 
in a vulnerable position. Therefore, it is a reasonable conclusion that the 
best interests of domestic consumers and our national security will be served by 
the maintenance of a reasonable balance between domestic and foreign oil 
supplies. 

7 cat recent report by the American Petroleum Institute of United States 
petroleum reserves in 1957 shows that the domestic oil industry produced 349 
million barrels more petroleum liquids than it found and developed in 1957. 
With this proof of the undermining effects of excessive imports, I support a 
restriction by law on imports of both crude oil and refined products to the 1954 
relationship. 

Very sincerely, 
Ceci H. UNDERWOOD, Governor. 


The Cuamrman. That concludes the call of the calendar for today, 
and without objection, the committee adjourns until 10 a, m. to- 
morrow. 

(Whereupon, at 4:45 p. m., the committee recessed until 10 a. m., 
Friday, March 7, 1958.) 
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FRIDAY, MARCH 7, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman), 
presiding. 

The Cetainiitaxe: The committee will please come to order. 

Our first witness this morning is Mr. Eldridge Haynes. 

For the purpose of this record, will you please identify yourself 
by giving your name, address, and the capacity in which you appear. 


STATEMENT OF ELDRIDGE HAYNES, PRESIDENT AND PUBLISHER, 
BUSINESS INTERNATIONAL 


Mr. Haynes. Mr. Chairman, my name is Eldridge Haynes. I am 
president and publisher of Business International, a weekly publica- 
tion edited for executives of American industry concerned with inter- 
national trade and investment. 

During the past 16 months I have personally interviewed high Gov- 
ernment officials, businessmen, and labor leaders in Brazil, Uruguay, 
Argentina, Chile, Peru, Italy, Austria, Germany, France, and the 

Jnited Kingdom. 

Should the Reciprocal Trade Agreements Act, now being con- 
sidered by this committee, fail of passage, I am convinced that these 
would be the consequences abroad : 

Some foreign leaders in the free world would consider it a most 
unfriendly act. Some would consider it a basic decision on the part 
of the United States to go all the way in substituting aid for trade. 
Some would consider it a declaration of economic warfare. 

No one outside the United States that I know or have met would 
like it—with the possible exception of one group that I have not met, 
the Communists. 

Resentment would be followed by action. Realizing that the 
United States Government would be empowered only to restrict im- 
ports and in no way further to reduce the obstacles to imports, other 
countries would have little reason to continue to reduce barriers 
against dollar goods. 

Indeed, if they are denied an opportunity to balance their trade 
with the United States at a higher level, it is not improbable that 
some countries would take steps to balance their trade by curtailing 
their purchases of dollar goods and to look elsewhere for mutually 
advantageous trade. 


1393 








1394 RENEWAL OF TRADE AGREEMENTS ACT 


This would come at a critical time for both the Western Hem- 
isphere and Europe. Latin Americans are earning fewer dollars 
these days owing to declining prices of the products they export— 
including both raw materials and foodstuffs—notably coffee. 

They as that the United States recession will still further reduce 
their dollar earnings. Any move that would still further curtail 
their chance to earn dollars would invite greater economic decline, 
lower living standards, and political unrest just when South Amer- 
ica has achieved more democracy than it has known in many years. 

Notice of failure of passage of this legislation would reach Europe 
exactly as the architects of the European Common Market and the 
proposed free trade area are shaping their plans for free trade among 
themselves—and discrimination against outsiders. 

The countries of Europe that have formed the European Economic 
Community, commonly called the Common Market, are to have a 
single tariff wall surrounding the six. The height of this wall, at 
the outset, is to be the mathematical average of the existing tariffs of 
the member nations. 

But later, this height can be raised or lowered, depending upon 
the interests and decisions reached by the Institution of the E juropean 
Economic Community. 

Tucked away in the Treaty of Rome which established the Com- 
mon Market, is an appendix called the “G” list. This is a list of 
products on which European protectionist spirit runs high—so high 
that the drafters of the Rome Treaty decided that the height of the 
common tariff wall for these products is not to be the mathematical 
average of existing tariffs. The tariff on these products is to be 
negotiated between the six and then with the outside world. 

The “G” list includes a wide variety of products exported from 
the United States, ranging from animal and vegetable oils to machine 
tools. This list ‘accounts for approximately one-fourth of total 
United States export to the six nations. 

As the common wall is built, the United States will no longer bar- 
gain with each of the six nations individually, but with the largest 
importing bloc on earth, comprising 164 million persons. 

If the Trade Agreements Act is not approved by the Congress and 
the President is not authorized to lower United States tariffs further, 
we shall be unable to bargain with this bloc. We shall be totally 
at their mercy. 

Whether the European Economic Community becomes an instru- 
ment for economic welfare—or economic warfare—is a decision we 
can influence by our action now. 

The trend toward unity in Europe will not end with the six that 
have formed the European Economic Community. 

I predict that Britain’s efforts to establish the Free Trade Area 
will succeed. If Britain in the 19th century found it impossible to 
remain dedicated to free trade in a protectionist world, it is now 
finding it impossible to remain protectionist beside a Europe dedi- 
cated to free trade. 

The Free Trade Area will encompass the six countries that have 
founded the European economic community, Belgium, France, Ger- 
many, Luxembourg, Italy, and The Netherlands, plus the United 
Kingdom, Denmark, Nor way, Sweden, Austria, and Switzerland, a 
total of 12. 











RENEWAL OF TRADE AGREEMENTS ACT 1395 


In this area live 244 million persons whose total imports from the 
outside world in 1956 were $23.5 billion, almost double our own im- 
ports. And the provisions of the Free Trade Area agreement leave 
the door open for other European nations to join later on—Turkey, 
Greece, Portugal, Ireland, and Iceland. 

These are new conditions for the United States. Never before in 
history has Europe been economically united, not even in the days 
of the Holy Roman Empire. 

Last month, in Santiago, Chile, representatives of Latin American 
nations met for the second time under the auspices of the Economic 
Commission for Latin America to plan a Common Market for that 
area. Thequestion, lL respectfully submit, is: 

Will the United States keep its instrument for bargaining with 
these concentrations of economic power or will we destroy that in- 
strument and be left economically defenseless ? 

The answer, it seems to me, depends upon our ability to live apart 
from these nations. Are we ready to reverse the course of history, 
to put a halt to increasing trade between ourselves and the rest of 
the world; to put out of work some of the 4.5 million workers now 
employed in producing goods sold in export; to find substitutes for 
our imports; to not care if other nations find new trading partners to 
replace the mutually beneficial trade they have had with the United 
States ? 

Of course, allowing imports to come into the United States with 
fewer restraints will bring oppressing problems to many industries. 
Some of them will be able to make adjustments, and some will not. 

I suggest that these industries should be separated into two 
categories : 

Those essential to national defense, and those that are not. 

The former, obviously, must be kept alive by subsidy in some form 
sv long as the threat of war persists. 

The latter, it seems to me, should be assisted to transfer their talents 
and resources to other useful pursuits. 

I believe that any industry that suffers a hardship owing to action 
taken by the Government in the national interest should be at least 
temporarily assisted by the Government. 

Given such assistance, then, the United States should be able to 
reap the great benefits that are being offered to us by other nations. 
As Europe builds toward unity, it will become stronger, better able to 
defend itself, better able to engage in mutually beneficial two-way 
trade with the rest of the world. 

Military aid, and economic aid to other nations can be reduced. 

As Latin America achieves unity, it will be even more successful 
in attracting capital for the development of its resources and indus- 
tries. Its peoples will enjoy a higher standard of living and be able 
to buy more from us and to pay for our goods with their goods. 

A vote for this act means that you favor protecting 4.5 million 
jobs. It means that you want to make it possible for other nations 
to repay the billions of dollars they have borrowed from us, that you 
favor substituting trade for aid as much as possible; that you want 
to see dollar returns from the growing private investments that have 
been made abroad by United States citizens directly and through 
the corporations they own; that you want to see consumer prices held 
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down by healthy competition, and it means that you prefer friendly 
bargaining around the table to economic warfare between the United 
States and its best friends in the world. 

The Cuatrman. Are there any questions of Mr. Haynes? 

Mr. Mason will inquire. 

Mr. Mason. I have two questions, Mr. Haynes. 

Are our tariff walls today in Europe lower than they were 24 
years ago when we adopted the Reciprocal Trade Agreements Act? 

Mr. Haynes. On many products on which we have negotiated tariff 
reductions on both sides, I believe they are, sir. 

Mr. Mason. The testimony of three of the greatest authorities in 
the United States, in my opinion, on trade, said that the tariff walls 
in Europe today are higher, when you take in all the various kinds 
of tariff walls, like licenses, quotas, restrictions, and all the rest, 
than they ever have been before in the history of the world in peace- 
time. 

Mr. Haynes. Mr. Mason, when you broaden the comment to in- 
clude currency restrictions, all kinds of tariff 

Mr. Mason. That is what we have to consider. What is the dif- 
ference if they throw out all the tariff rates and then put up a wall we 
cannot get across ? 

Mr. Haynes. I could not agree with you more. The problem we 
face is not merely to get the tariffs down, but all other forms of bar- 
riers that are obstructing the flow of United States exports to those 
countries. 

Mr. Mason. Now, how are our tariff walls today as compared with 
what they were 24 years ago? 

Mr. Haynes. Very much lower, sir; very much lower. 

Mr. Mason. Yes; near the bottom. So we have given away most of 
our trading ability by lowering ours from 16 point something to 5 
point something while England has raised hers up to 25 point some- 
thing. 

So we have just been outtraded in these 24 years. That is all there 
is to it. 

Mr. Haynes. I think, sir, that the difficulties that our trading part- 
ners have had in earning dollars is responsible for their attempting in 
many other ways to obstruct our exports to them. 

But it seems to me that if we are to be successful in keeping open— 
and opening wider—the opportunities for export, that we need every 
instrument that can be legally given to us to accomplish that. 

Mr. Mason. Is it the shortage of dollars that is bothering the coun- 
tries of Europe? 

Mr. Haynes. The dollar position of the countries of Europe has 
improved greatly since the end of the war. 

Mr. Mason. Tremendously. 

Mr. Haynes. Greatly, but they still are suffering an imbalance of 
dollar trade with the dollar area, in particular with the United States. 

The Cxatrman. Mr. Haynes, is it not true that the dollar position 
of the European countries has deteriorated within the last several 
months? 

Mr. Haynes. Yes: recently. 

The Cratrman. Could it not be said that the reason for some 
of the dollar restrictions that are used by some European countries, 
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some of the licensing arrangements that are used, followed the easing 
of American exports to those countries ? 

Could it not be said, the reverse of what Mr. Mason said, that 
these things indicate that our negotiators have been very successful 
in bringing about the lowering of tariff duties themselves on Ameri- 
can exports into European countries ! 

Mr. Haynes. I think so. 

The CuHarrMAn. Otherwise they would not have to be licensing the 
use of dollar exchange in order to prevent depleting their dollar 
reserves. 

Mr. Haynes. I think that is quite true. 

I think it should be added that the European nations have lowered 
the quantitative restrictions on dollar imports quite consistently since 
the end of the war, but there is danger that some of those quantitative 
restrictions may be reimposed (as they were temporarily by France) 
unless they have the ability to earn dollars in this country. 

The CHarrMAN. American investments abroad have grown ma- 
terially since World War II, have they not? 

Mr. Haynes. That is right. 

The Cuatrman. Those investments are largely the result of the 
position that the Government has taken, I presume, in leadership in 
the establishment of a greater flow of trade throughout the free world; 
is that true, or not ? 

Mr. Haynes. Leadership that the United States Government has 
taken ? 

The Cuarrman. I do not want to pinpoint the leadership, but the 
fact that we have had policies in Government for a long time that have 
led American business to believe that we would do what we could to ease 
the flow of trade throughout the free world has certainly been one 
of the reasons, has it not, for this increase of American investments 
abroad ¢ 

Mr. Haynes. I think that has been one of the reasons, but I think 
it should also be said, Mr. Chairman, that the difficulties of exporting 
to countries has also contributed to investments abroad. The fact 
that they did not have the dollars with which to purchase our goods 
created a situation where the manufacturer had to decide either to 
produce in that country, or to forget the market. 

The Cuarrman. But no American invester is going to put money 
into a foreign country without the prospect eventually that the profits 
made it that country can be converted into American dollars and 
brought home. 

Mr. Haynes. Precisely. 

The national policy, as I have heard it from virtually every part 
of the legislative and executive arm of this Government, has been to 
encourage foreign private investment by American industry abroad 
as a step toward replacing aid. But fear that the host countries will 
not have the dollars to transfer earnings back home is the greatest 
restraint on making those investments that exists. 

The Cuatrman. The fact that investments have been made by busi- 
nessmen abroad indicates to me that they have some confidence in 
the policy of the Government of making it easier to convert the profits 
into dollars and bring them home, and I cannot refrain from feeling 
that it is that policy that the Government has had over the years that 
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is one of the prime factors in causing American investments to go 
abroad. 

Mr. Haynes. There have been billions of dollars gambled upon 
America’s policy in this matter, sir. 

The Cuarrman. What happens to those investments abroad if we 
should do as you suggest we should not do, but revert from a program 
of trying to bring about more freedom of movement of goods within 
the free world ? 

Mr. Haynes. No management can be fair with its stockholders and 
put money abroad without reasonable assurances that dollar dividends 
can be paid from those investments. 

The Crarmman. To the extent that American free enterprise re- 
frains from making these investments abroad, and it should continue 
to be the thought within the United States that the development of 
these countries abroad is in our own interest, does that mean an in- 
crease then in foreign aid ? 

Mr. Haynes. Many of us feel, sir, that foreign private investment 
is not only a substitute for many kinds of economic aid (not all, but 
many) but that it represents the instrument for economic development 
that we possess and which the Communists do not possess and cannot 
duplicate. 

We can go into a foreign country and not merely build a plant as 
a contractor, but furnish the skilled management and technicians and 
run, and own, and operate the plant. 

The Russians cannot do that. There is no nation that I know of 
in the world that will allow the United States Government to come 
in, and build, and own, and operate a plant abroad, let alone a Com- 
munist government. 

Now, when a new plant is built in a foreign country, that creates 
permanent jobs, not temporary jobs. It stimulates local industries 
through the purchase of raw materials, parts and components. It 
helps to support the host government with taxes that it pays. It 
saves foreign exchange and helps to improve the balance of payments 
of that country. 

That kind of economic development is permanent and lasting and 
does not require any congressional appropriation by this country. 

It seems to me, sir, that this is a most important instrument that 
we have, that the Communists do not have and can never duplicate, 
and that we ought to make the greatest use of that and give it the 
greatest encouragement. 

But fear that such investments may not return dollar dividends 
is obviously a most important consideration for private industry 
to weigh. 

The CHatrman. So that the decision we make with respect to this 
may well affect future investments of American dollars abroad by 
private business. 

Mr. Haynes. I amsure that is true, sir. 

The Cuarrman. Mr. Boggs will inquire. 

Mr. Boces. Mr. Haynes, I would personally like to congratulate 
you on your testimony and particularly in connection with the exam- 
ination by my very good friend, Mr. Mason, who alleges that we have 
been outbargained. 
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Of course, you are familiar with the fact that we export about $20 
billion of American goods each year now and importing something 
less than $14 billion. 

So if that is being outbargained we have done pretty well. Do you 
not think so? 

Mr. Haynes. That is a record that is enviable in one respect and 
awkward in another. 

Mr. Boees. Right. 

Now, let us get to the awkward phase of it, I think the awkwardness 
is what accounts for these restrictions that Mr. Mason referred to. 

For instance, you mentioned Latin America in your statement. The 
current recession in the price of raw materials, of course, is having 
a tremendous affect in Latin America. 

When Chile is unable to ship copper, for instance, obviously they 
do not earn dollars; therefore, they cannot buy automobiles and other 
products of American industry. 

Practically all the automobiles they buy come from the United 
States, but now they have very severe restrictions on American auto- 
mobiles. They do not have them because they do not want American 
automobiles. 

They have them because everybody in Chile wants American auto- 
mobiles, but unless they are able to sell their copper they cannot earn 
dollars with which to buy the American automobiles. 

That is not a very complex point. 

Mr. Haynes. You can add to that, Mr. Boggs, that Chile’s diffi- 
culty in earning dollars is even restraining the Export-Import Bank 
from lending money to Chile. 

Mr. Boces. So that it seeps all through the economy, does it not? 

Mr. Haynes. Yes, sir. 

Mr. Boces. As a matter of fact, I was in Chile and I know how 
serious the situation there is. 

Now, you can apply the same thing to coffee from Colombia or from 

‘Brazil and from other raw material exporting countries, primarily 
Latin America; is that not so? 

Mr. Haynes. Yes, sir. 

Mr. Bocas. So that these restrictions that are referred to are not 
necessarily the policy that the Government in question desires to fol- 
low; is that not so ? 

It is just a matter of survival because of the lack of dollars. 

Mr. Haynes. Yes. The family budget does not allow the expendi- 
tures. 

Mr. Boces. That is right. 

Now, if we were to follow the course of failing to extend the trade 
agreements program, it would, therefore, seem to follow as the night 
must follow day, that these restrictions would become greater because 
the dollar ante would be less. 

Mr. Haynes. The restriction against dollar goods would certainly 
become greater and the efforts of Chile to solve its problems would 
then be reoriented toward finding other sources of their needs that 
might be willing to enter into mutually advantageous trade. 

Mr. Bocas. Or to put it more bluntly, toward Russia, for instance. 

Mr. Haynes. Certainly. 
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Mr. Boees. And the example of Chile can be multiplied by many 
other areas of the world, can it not? 

Mr. Haynes. Russian embassies in many countries in Latin America 
are being built up with many times as many commercial attachés and 
trade commissioners as we have in the expectations that those will 
be markets that will be so hungry for mutually advantageous trade 
that they will in the end turn to Russia. 

Mr. Bocas. And, of course, I think it can be pretty well documented 
that Russia’s initial penetration in the Middle East was through trade 
penetration, the Egyptian cotton crop, and so on. 

You have a.lot of contact, do you not, with American businessmen 
doing business abroad ? 

Mr. Haynes. Yes, sir. 

Mr. Boces. I have met a lot of these men, myself, and I will de- 
scribe them as very able, conscientious, patriotic American citizens.. 

What has been the universal reaction of these men about this pro- 
gram we are discussing? Are they for it or against it? 

Mr. Haynes. I believe that the overwhelming majority of the men 
in charge of the international operations of American manufacturin 
companies hope that the reciprocal trade agreements program wil 
be continued. 

Mr. Boees. Is that not so even in some cases where some segment 
of a particular industry is in here asking for some type of regula- 
tion? 

Mr. Haynes. There is a certain amount of schizophrenia in some 
American corporations between the domestic and the international 
divisions. 

Mr. Boces. What, in your opinion, in view of the wide experience 
that you have had with American business abroad, would be the 
effect of eliminating our export markets altogether? What do you 
think would happen to the American domestic economy ¢ 

Mr. Haynes. Eliminating export volume ? 

Mr. Boges. Right. 

Mr. Haynes. We would have a spiral of unemployment. In the 
first place, we would eliminate around 41% million jobs. As people 
lose their jobs they would buy less and create more unemployment 
within the country. 

Our foreign investments would virtually come to a halt and we 
would have to declare as losses the billions of dollars we have already 
invested. 

Mr. Boces. You have not dwelt on any effect it might have on our 
posture in the free world. 

Mr. Haynes. Of course we would be all alone. 

Mr. Boces. Thank you very much. 

That is all, Mr. Chairman. 

The Crarman. Mr. Mason will inquire. 

Mr. Mason. Just following up one of the points that my dear friend 
from Louisiana tried to make, he says that these foreign countries adopt 
licenses and quotas and all these other restrictions because they are for 
self-preservation—for self-preservation. 

Well, I agree that is so, but maybe we have arrived at the place 
where we ought to do a little self-preservation at home for the pottery 
industry, the watch industry, the bicycle industry, the glass indus- 
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try, and all the other industries that have been affected by opening 
up the American market, the best market in the world, to these imports 
from these other countries. 

Maybe 1 or 2 of us on this committee ought to keep self-preserva- 
tion in mind for our own industries. 

That is all, Mr. Chairman. 

Mr. Boees. I think this reply was directed at me as well as the 
witness, Mr. Chairman. 

Mr. Mason. It was directed mostly at you, I would say. 

Mr. Boaes. That is the impression I gathered, Mr. Chairman. So 
Ithink I might reply and then yield to the witness. 

Mr. Mason unfortunately missed the point completely, as I am 
afraid he does on this whole program. anew a picture of Chile. 
You can draw the same picture of a great many other countries, but 
this has nothing to do with protective quotas for some given industry 
in some given country. 

When I said self-protection, I used the term literally because what 
I have been trying to say before this committee ever since these hear- 
ings started is that almost every country in the world, with the excep- 
tion of 1 or 2, which are near us, has a trade deficit with the United 
States. 

That means that they earn less dollars than they spend. 

Now, you understand that, Mr. Mason. You know what it is to 
have deficit financing. 

If you spend more than you earn, you are in trouble. That is the 
whole thing in a nutshell. 

So that in a country like Brazil, for instance, which has no auto- 
mobile industry; they all want to buy automobiles from the United 
States. 

Mr. Mason. And they sell us their coffee to do it with and we wel- 
come their coffee because it is not in competition with our industry. 

The CHarrman. The Chair feels that it would be better for the 
members to refrain from testifying in the course of the hearing today 
because we have some 3 hours and 20 minutes of testimony from the 
witnesses on the calendar and we can discuss this matter in executive 
session and on the floor of the House. 

Mr. Mason. I stand corrected by this gentlemanly correction from 
the chairman. 

The Cuarrman. The chairman is not trying to correct anyone. He 
is merely reminding all of you that we have a heavy calendar before 
us today. 

You ine to make some comment on this question of Mr. Mason ? 

Mr. Haynes. I only wish to say that Mr. Mason and I share a 
desire to protect American industry. I am pleading for action by 
this committee that will protect the export industries who also pro- 
vide jobs and provide prosperity for this country. 

In my statement I have proposed that for any industries that 
suffered real hardship on account of two-way world trade that some 
measure should be taken to prevent them from disaster owing to 
action that might be taken. 

But as between the export industries and the import industries, 
the export industries provide millions of jobs and dollar earnings 
abroad and friendships and allies. And with this new concentra- 
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tion of economic power that is built, it seems to me it is disastrous 
for us to lose the one instrument that we have to bargain with those 
concentrations of power. 

The Cuarman. Mr. Sadlak? 

Mr. Saptax. Mr. Haynes, you have stated and 414 million workers 
are now employed producing goods sold for export. 

You have repeated that not once, but at least 3 times. You say 
414 million. Will you break that figure down for me? 

Mr. Haynes. I am quoting the figures provided by the Department 
of Commerce on this matter. 

Mr. Saptax. Then I will take it up with Mr. Weeks when he re- 
turns, because I have asked that repeatedly of the witnesses who 
have taken as gospel truth the statement of the Commerce Depart- 
ment and I am convinced it was taken out of the clear air and they 
have included everyone who works in a factory that exports a portion 
of its production. 

Mr. Haynes. I believe, sir, it also includes the farmers that are 
growing food sold in export. I am not prepared to comment in 
detail on it. 

I only know this, sir: That in all the years that I have relied upon 
the United States Government statistics supplied by the Commerce 
Department, I have never known of any serious inaccuracies. There 
may be some, but I have never known any. 

Mr. Sapuaxk. I think it is most ‘important for us to have a break- 
down of it. I think we ought to get that from the Secretary when 
he returns. 

The Cuarrman. Are there any further questions? 

Thank you, Mr. Haynes, for coming before the committee and 
giving us the benefit of your views. 

Mr. Haynes. Thank you, sir. 

(The following statement was submitted to the committee :) 


STATEMENT OF H. B. SNypeR, Epiror-PUBLISHER OF GARY Post-TRIBUNE 
Gary, IND., ON THE EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS ACT 


We in the Midwest are looking eagerly ahead to completion of the St. Lawrence 
seaway which will make ocean ports of our lake harbors and bring the world’s 
freighters to their wharves. 

But our hopes will not be realized, and the millions being spent on the seaway 
will largely be wasted, if our national trade policy is not favorable to an expand- 
ing international commerce. We believe it is greatly in our own national interest 
that the Reciprocal Trade Act be extended by Congress as proposed by President 
Eisenhower. 

The program is not a one-way program; it is a reciprocal program. It will 
strengthen our economy, not weaken it, just as it will strengthen the economy 
of the nations with which the trade compacts are made. If we increase their 
ability to sell to us, we increase their ability to buy from us. If we return toa 
restrictive tariff policy, the inevitable result must be to restrict the number of 
ocean freighters coming through the St. Lawrence seaway to use the improved 
facilities now being installed in the harbors of the Great Lakes. 

The day is past when we could say that other nations of the world must buy 
from us. Russia is making a greatly increased bid for their business. If we 
lose their business to Russia, we lose much more than dollars. We are likely to 
lose allies; we face the problem that now friendly nations will be brought within 
the sphere of influence of the Soviet Union. 

We favor increased Federal spending to meet the Russian challenge. We sup- 
port an increased budget for the Defense Department and an increase in the 
appropriations for foreign aid. For the same reasons, we support an extension of 
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the reciprocal trade program—but with much greater pleasure because we 
recognize that for every dollor of aid it gives to the economy of the free nations 
with whom we deal, there is a dollar of aid for our own economy. When we can 
make a profit by helping the other fellow, we ought to be good enough Yankee 
traders to do so with alacrity. 

Congress has extended the Reciprocal Trade Act for from 1- to 3-year periods 
since it first was passed in 1934. The President has proposed that the extension 
to be voted now be for 5 years. 

An extension of the act for that period should have a greatly beneficial effect 
throughout the world. It would tell the other nations of the world that they 
could depend on us and could make their long-range plans accordingly. It would 
give them the assurance they need to resist the blandishments of the Soviet 
Union. It would put money in our own pockets; it would increase our ability 
to pay for our expanded defense program. 


MACFADDEN PUBLICATIONS, INC., 
New York, N. Y., March 18, 1958. 
Statement for the record. 
Hon. WiLBur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. CO. 

Dear Mr. Miris: I wish to urge the committee to recommend the passage of 
H. R. 10368 by the House without amendment. This bill, as it stands, provides 
a minimum both in duration of time and in tariff-reducing authority. 

The importance of an extension of the Trade Agreements Act has acquired a 
new dimension this year by virtue of the agreement of France, Germany, Italy, 
Belgium, Netherlands, and Luxembourg to form over the next 12 to 15 years an 
economic community in Europe. This movement represents one of the major 
forward steps of our era and presents a challenge to the United States which 
we cannot ignore. Burope, as our most important trading partner, will very 
soon set its pattern for the future, a pattern which will be essentially inward 
developing or one which will maintain the trend which we have urged for 30 
years of expanding world multilateral trade. The direction which Europe 
chooses may be very largely in the hands of this Congress this year. The leaders 
of the European Economics Community have made it clear that they 
are prepared to negotiate with the rest of the world a general lowering of 
external trade barriers provided other countries are prepared to do the same. 
Obviously, the United States in its position of leadership will be the largest 
single influence in determining the course the world takes. 

Should we fail to indicate by passage of this legislation in meaningful form 
that we are prepared to pursue a relatively liberal trade policy, we may be sure 
that Europe and the rest of the world will turn increasingly to protective meas- 
ures. The European community will concentrate on internal development and 
regional self-sufficiency. They will consider that trade relations with the 
United States under the circumstances, are likely to offer little scope for their 
economic development and that international specialization such as we know 
under world multilateral trading systems must give way to specialization 
within a region. 

There can be little doubt that this course would be disastrous for the United 
States. Some 28 percent of our exports in 1957 went to the 6 nations of the Euro- 
pean community and to the other 10 Buropean countries which soon will form 
the larger free trade area. This larger area will contain 250 million people, 
forming the most highly developed and wealthiest economic bloe in the world 
outside the United States. We could normally expect that as the benefits of 
freer trade within that bloe make possible higher standards of living and greater 
productivity, our exports to that area would increase provided there is a mutual 
reduction of trade barriers. If we are not prepared to participate in such a 
reduction, the European community will turn inward and concentrate on its own 
development, exclusive of our interests. 

What has been said here about Burope applies with equal force to the rest of 
the free world. The underdeveloped countries must trade to live. They will 
direct their trade in the directions which offer the best long-term possibilities. 
We hope, of course, that this trade will be with us but we may be sure that unless 
these countries are confident that we will maintain liberal import policies they 
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will of necessity be forced to turn elsewhere for their markets and for their 
sources of essential goods. ; 

This is a crucial year for the United States. The trade policy which the Con- 
gress adopts now may well be a major determinant in our future economic 
welfare and our very security. 

I again urge the committee to recommend the passage of this legislation with- 
out amendment. 

Very truly yours, 
Irvine S. MANHEIMER, President. 





The CuarrMan. Our next witness is Mr. Marx Lewis. 

Mr. Lewis, will you please come forward and identify yourself for 
the record, sir, by giving us your name and address, and the capacity 
in which you appear. 


STATEMENT OF MARX LEWIS, GENERAL SECRETARY-TREASURER, 
UNITED HATTERS, CAP, AND MILITARY WORKERS INTERNA- 
TIONAL UNION 


Mr. Lewis. My name is Marx Lewis. I am general secretary-treas- 
urer of the United Hatters, Cap, and Military Workers International 
Union, an affiliate of the American Federation of Labor and Congress 
of Industrial Organizations. 

The Cuarrman. Mr. Lewis, we have allotted you 15 minutes. Will 
it be possible for you to conclude your statement in that time? 

Mr. Lewis. I read rather hurriedly, but I think I can for the most 
part. But if I don’t, I will be perfectly willing to have the rest ex- 
tended in the record, if that is satisfactory. 

The Cuarrman. We will include, without objection, your entire 
statement in the record. 

If you will hit the high points within 15 minutes, we will appreciate 
it. 

Mr. Lewis. I will have to go through this because I am not 
prepared to summarize. 

he labor movement has traditionally advocated a liberal foreign- 
trade policy. It believed that such a policy would contribute to our 
objective of strengthening our domestic economy by increasing pro- 
ductivity and living standards. 

We believed, also, that a liberal trade policy would strengthen our 
allies in their and our struggle against totalitarianism. 

The organized labor movement, having these objectives in mind, 

supported vigorously and consistently the reciprocal trade-agreements 
program when it was first conceived almost a quarter of a century 
ago. 
“Tt believed that the program, by removing our own trade barriers, 
or reducing such barriers, would encourage other nations to do like- 
wise, and thus create a more favorable climate in which trade between 
nations, to their mutual benefit, could flourish. 

The labor movement as a whole is still committed to these policies, 
as the testimony of the representatives of the American Federation 
of Labor and Congress of Industrial Organizations, who appeared be- 
fore your committee on February 21, 1958, fully confirms. 
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There are, however, a considerable number of unions, of which ours 
is one, which have become, as a result of their experiences with the act, 
increasingly skeptical as to whether it furthers materially the objec- 
tives which inspired its enactment. In fact, we question whether, due 
to the way it is being administered, it is not doing more harm than 


Some of these misgivings are strongly implied in the position 
which the American Federation of Labor and the Congress of Indus- 
trial Organizations has taken with respect to the proposed extension 
of the Trade Agreements Extension Act. 

While continuing to favor an extension of the act, its legislative 
representatives vigorously urged the erection of certain safeguards 
which they believed might protect— 


the business opportunities of American companies and communities as well as the 
employment opportunities and hard-won labor standards of American workers. 


They said, in the course of their testimony : 


It will take much more than lofty humanitarian sentiments or intellectual 
theorizing, however, on long-term economic developments to assure a meaningful 
extension of the reciprocal-trade program this year. To put the matter in a 
nutshell, the American people will have to be convinced that reciprocal trade 
helps more than it hurts. This will not be easy. It will require a serious 
evaluation on the part of the Congress of what it is willing to do to promote and 
extend reciprocal trade. Further extension can no longer be made on theory 
alone. Some practical hardheaded aids must become part of a renewed program. 

They called for recognition of the fact that as a result of almost 25 
years of operation of the reciprocal trade agreements program “the 
opportunities for completely noninjurious tariff reductions are becom- 
ing decidely more limited” and proposed a trade-adjustment program 
which, in their opinion, would among other things, prevent the entire 
burden of the impact of increased imports being placed on the firms 
and workers affected by tariff reductions. 

I am not prepared to say how effective the proposed trade adjust- 
ment program is likely to be. 

To the extent that it proposes to give “Aid, not trade” to American 
workers who are displaced by reason of mounting imports it seems to 
me to be open to objection. 

It will ba recalled that this is the reverse of the popular slogan used 
by freetraders in the recent past to mobilize public sentiment in sup- 
port of the reciprocal trade agreements program. But if “Trade, not 
aid,” was good for the people of other countries it should be good for 
our workers. Our people, too, prefer jobs to a dole. 

It might be well, in considering the extension of a program which 
has been in effect for nearly 25 years to recall, even if only briefly and 
hurriedly, the reason which prompted its enactment and to determine, 
if possible, how effective it has been in achieving its objectives. 

In 1934, when we first embarked on the reciprocal trade treaty pro- 
gram, we were in the midst of a depression, worldwide in character. 
There were many who thought that a major contributing factor in the 
origin and prolongation of that depression was the trade barriers 
which impeded the free, or freer, flow of the world’s products. 

There were some who even suffered from a guilt complex, because we, 
from the beginning of the Republic, had followed a policy of protec- 
tion and had erected and maintained trade barriers, as they were called. 
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As recently as 1930 we had enacted the Smoot-Hawley tariff. The 
claim was made by advocates of freer trade that this tariff law had 
almost singlehandedly caused the great depression. That, of course, 
Was a gross exaggeration. 

Actually, two-thirds of the total drop in imports from the high in 
1929 to the low in 1932 came before that act became effective. The 
probabilities are that the Smoot-Hawley Act had as little to do with 
bringing on the depression as the reciprocal trade treaty program 
has had to do with bringing about economic recovery, here and 
abroad. 

Nevertheless, the adoption of that program in 1934 seemed at the 
time to be a welcome departure from the selfishness and greed which 
had inspired our protective trade policy for a century or more, which 
had built up infant industries into gigantic corporations whose ca- 
pacity to stifle competition grew tremendously, and which had helped 
give the world a distorted picture of our interest in the economic 
welfare of the rest of the world. 

We not only, by the adoption of that program, reversed our tradi- 
tional position of protection, but we also abandoned another and, as 
time and experience have proved, a more vital principle, in fact, one 
established ; the Constitution. It was that all revenue measures, 
including tariffs, must originate in Congress. Instead, we delegated 
tariff-making authority, within limits that were very broad, to the 
President. 

Here, too, we went along with what was a very radical departure 
from traditional procedure. We did so for reasons which at that 
time sounded plausible and cogent. For one thing we thought that 
the logrolling process by which tariff legislation had been enacted 
in the past was ill-suited to the goal of freer trade which we had set 
for ourselves, in the form of lowering our own barriers in return for a 
reciprocal arrangement to be made by other nations. The end seemed 
to justify the means. 

Moreover, it was presented by Cordell Hull, its principal architect, 
as an emergency measure. 

Since 1934 the act has been renewed 10 times, each time by a slimmer 
margin, and the last time, in 1955, by the smallest margin. This 
decline in congressional support of the program has beeen attributed 
in some measure to the shift of a major industry from the North to 
the South, a traditional free-trade stronghold. But that is not the 
only reason for the change in sentiment toward the program. 

There has also been an increasing awareness on the part of the 
paris that it has been oversold by the exaggerated claims as to the 
yenefits which accrue from this program. Many, inside and outside 
of the labor movement, who consistently supported the program in 
its entirety have begun to voice their misgivings and to call for a 
reappraisal of its effectiveness. 

One reason for the growing dissatisfaction with the program is that 
while our country has done its full part, and more, to reduce trade 
barriers, our efforts and achievements along that line have not been 
matched by our allies, the nations of the free world. There was, in 
fact, little reciprocity. 

The average duty on all our imports today is about 5 percent. 
Our rates of duty between the inception of the program and the 
present time were reduced 75 percent on over 20 percent of our imports 
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and by more than 50 percent on the remainder of our purchases 
abroad. 

A noted authority on the subject of world trade, Howard S. Piquet, 
has estimated that if all our tariffs and quotas were suspended— 
something which no one has seriously proposed—our imports might 
be increased by $1.2 billions to $2.6 billions at the most. 

Not only have we reduced tariffs but we have also taken other 

significant steps to make trade between the free nations of the world 
easier and better. We simplified customs procedures, eliminated the 
need for consular invoices, helped increase the lending authority of 
the Export- Import Bank, and joined in establishing the International 
Finance Corp. which increased trade and investment. 

But while we were doing all this, our partners abroad were main- 
taining and even multiplying the impediments to world trade. These 
impediments included embargoes, import quotas, import licensing pro- 
grams, exchange controls, cartel systems and state trading. 

It was all this which pr 7 C. Douglas Dillon, then Ambassa- 
dor to France, now Deputy Undersecr etary of State, in a speech in 
France 2 years ago, to call the attention of the French, and of all 
others using these devices to impede the flow of trade, to the fact that 
they did not reciprocate, and that reciprocity, as the word implies, is 
a two-way street. 

I would like to skip some of our own experience in the hat body 
industry because in previous appearances before the committee I have 
taken that up. 

I do want to say, though, that the benefits we were supposed to 
have drived from the reinstatement of the old 1930 duties as a result 
of action we have taken under the escape clause, that this relief 
was very much short lived for a variety of reasons. 

Today we are confronted with the fact that while it is true there 
has been a decline in the ¢ onsumption of the hat bodies in this country 
that we have suffered the major portion of that decline and that the 
other countries, particularly eae rakia, continues to be the bene- 
ficiary of what they export to us. 

Today 60 percent of the bodies that are used in the domestic hat 
industry come from abroad. 

In other words, 60 percent of our market was given up because 
of the ability of foreign countries to undersell us, partly because of 
their lower wage scales, partly because, as in the case of Czechoslo- 
vakia, it is a nationalized industry and every time our manufacturers 
try to meet the price from abroad the Czechoslovakian industry came 
down a little further because they were not compelled as our industry 
was compelled, to make a profit. If they had a deficit the state put 
it up. 

So our market today is to the extent of 60 percent divorced from 
us. We say that is a very serious situation for an industry like ours. 
We have said that this program, if it is to be continued, ought to be 
made a little more selective. 

The automobile industry, for example, I think, have gone up to 
about 3 percent in their imports. We will do better than that. We 
will take 10 percent; we will take 15 percent; we will do our full share 
to help expand trade, but when it gets to be 60 percent in an industry 
that is going down, I think we are entitled to better protection than 
we have gotten even though we were more fortunate than most other 
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industries because we did get a reinstatement of the old duties, some- 
thing that the others cannot get, very often even if there is a unani- 
mous recommendation from the Tariff Commission. 

Another point I would like to make in connection with the relief we 
got is that our country was denounced at an international conference 
at Torquay, England, by Czechoslovakia on the ground that we were 
running out on our commitments, that this relief that we got under 
the escape clause was a crime against the reciprocal trade agreements 
program and while we were acquitted, we were put under surveillance 
and every year the Tariff Commission must report as to whether there 
has been a change. 

Now, having Czechslovakia talk about running out on commitments, 
a Communist satellite, is something that was very ironical indeed. 

However, that is the way it was operated. We have retained the 
protection, but we have lost 60 percent of the industry. 

T do want to refer now to a situation that has developed in connection 
— our cap industry on which we are now trying to get something 

one. 

Our cap industry is now the victim of huge imports of Toyo cloth 
caps from Japan. An important part of our cap industry has been 
rendered almost nonexistent by these importations. The facts, briefly, 
are these: 

Toyo cloth caps are made in chief of a kind of processed paper, 
having the appearance of linen or other textile products. Japan is the 
only supplier of this material, and our cap manufacturers bought it 
from Japan when they first introduced this type of cap. 

Prior to 1951, only the material was imported. Finished caps made 
of this material began coming into the United States from Japan about 
the end of 1951. They looked the same as those made by the American 
manufacturers. Workmanship, quality, and trim were alike. 

There was, however, one important difference, price. At that time 
it cost a New York cap manufacturer $5.41 to produce a dozen such 
caps. Of that amount $3.54 went for direct and indirect labor costs, 
and for other manufacturing expenses, exclusive of material costs. 

The manufacturer would have to get $6.60 per dozen to make any 
profit. The Japanese caps, when they first began coming in, were 
being sold to the retail and jobbing trade in the United States for 
$2.85 per dozen. 

The inevitable happened. 

In 1953, these imports rose to 400,000 dozen. The following year 
they jumped to 800,000 dozen. 

In 1955 they climbed to 114 million dozen. 

Since then they have come in at the rate of 1,900,000 dozen in a 
single year. 

This process of flooding our market with these cheap caps was 
helped by two things: 

One, of course, the cheaper production costs of Japan, based largely 
on nauperized labor. 

The other, our Government’s letting down the,barriers when it 
could have consistently, and without repudiating our commitments 
under the Reciprocal Trade Treaty program, given the industry some 
measure of protection. 

This is what our Government did: 
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At the time of the passage of the 1930 Tariff Act, caps made of 
Toyo cloth were unknown. There were hats of such material, and 
they were placed under one of the paragraphs dealing with headwear, 
which paragraphs included hats made of other materials, as well as 
caps of various materials. ; 

Only caps of Toyo cloth were not included because they were then 
unknown. 

When they began — into the United States, the question of 
where they belong for tari rs arose. They could have been, 
they should have been, placed under headwear, since the purpose of 
classification for ratemaking purposes is to apply identical provisions 
to identical, or substantially identical, products. Instead, they were 
held by the customs authorities to come under paragraph 1413, a 
clause that deals with paper products having not the slightest or re- 
motest relation to headwear. ‘That took a low rate of duty. 

At the time the ruling was made, the duty was 35 percent ad 
valorem. This duty was subsequently cut in half as a result of a 
trade agreement. For all practical purposes, it might just as well 
have been eliminated entirely. In the meantime, the Japanese prices 
on these cé re have been cut in half, whereas our production costs, for 
a variety of reasons, have increased. 

I go on, then, to describe the steps we have taken over a period of 
time and what we are still trying to do to get relief under this pro- 
vision. 

Again, increasing the duty would not solve our problem. It would 
not begin to make up the difference between our prices and those at 
which Japan can sell caps in the United States market. What we 
need is a quota system. 

I am doubtful whether, under the thinking which now prevails, 
and which views any attempt to secure the slightest measure of pro- 
tection for a domestic industry as a crime against our people and 
the peoples of the world, any real solution can be found. 

What is required, as I see it, is the shedding of certain illusions, 
the recognition of certain realities, the abandonment of certain slo- 
gans by which the American people are being oversold and misled. 

For one thing, the idea that the free world needs this weapon of 
reciprocal trade in its struggle against the evil forces of communism 
is without foundation in fact. It is misleading. It is a recent addi- 
tion to the arguments and slogans by which this program has been 
put over periodically in the past. 

A good part of the free world wants to trade with the Commu- 
nists. It has repeatedly reiterated its desire to do so. If and when 
the free world nations find that trade profitable, they are ready to 

‘embrace it, anything that we may say to the contrary notwithstand- 
ing. That reciprocal trade is a weapon in the arsenal of the free 
nations is something we thought up by ourselves to get public opinion 
in our country to go along with an extension of this program. 

Our allies do not subscribe to it. They have their own ideas on the 
subject. 

Moreover, even if it were the kind of a weapon it is represented 
to be, and the free world would agree with us in employing it, it 
would do us and the free world no good. We cannot compete suc- 
cessfully with Communist nations, unless we are prepared to adopt 
the same dictatorial methods which they pursue. Our President 
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would have to enjoy the same powers as are enjoyed by Mr. Khrush- 
chey. 

Communist countries, it should be remembered, will use the re- 
sources of their governments to bolster foreign trade, just as Czecho- 
slovakia does to beat down our hat manufacturers. A system of 
private, national, and international trade, such as the free nations 
embrace, cannot possibly compete in a worldwide game of tag, under 
the handicaps which we still impose upon ourselves as a free country, 

Dishonesty, intrigue, ruthlessness, a global espionage system give 
Russia and her satellites an advantage in world trade that we could 
not possibly defeat. Any talk that this program, or any extension of 
it, will have an appreciable hearing on our struggle against com- 
munism is just so much eyewash. 

When sputnik made its appearance on the scene, the President’s 
advisor on foreign trade policy, a leading spokesman for the steel 
industry, described it as a “bauble,” ‘a trinket to which we need pay 
no attention. What really matters, in his view, is free trade. 

We feel that kind of thinking is dangerous. It may serve to put 
over this bill, but it will leave us naked so far as our defenses are 
concerned. 

Several days ago the press announced that there has been a very 
substantial increase in Russia’s production of steel. At the same time, 
our production has declined to 54 percent of capacity. More than 
125,000 steelworkers are unemployed, and 200,000 are working short 
time. 

But even though production declined drastically, profits reached a 
record high. If we persist in placing emphasis on profits as dis- 
tinguished from the production which we require for our survival, we 
will not find our salvation in reciprocal trade. 

To our friends in other nations we might indicate that we are 
becoming resentful of their attitude that all the ills and evils in their 
economies are the fault or the responsibility of the United States. 
It’s about time we stopped serving as the shipping boy for political 
stalwarts in other nations. 

As one authority on the subject has put it: 
in too many countries it has become fashionable to think of Uncle Sam as being 
in the prisoner’s dock on trial before the rest of the world, as if he were to blame 
for virtually everything that goes wrong economically or could correct it at will. 

We have nothing to apologize for, and much to feel proud about. 

Mr. Mason. Mr. Chairman, the witness has had 20 minutes. 

The Cuarrman. Could you take another minute or so and conclude 
your statement ? 

Primarily, Mr. Lewis, we are interested in your recommendations. 

Mr. Lewis, Well, I will say in a few moments that one of the things 
we ought to do is establish a quota system because as I have already 
said, I don’t think with a differential in prices an increase in import 
duties would necessarily solve the problems of most of us. 

I think, though that we ought to do something to make the burdens 
that are imposed by reciprocal trade a little more selective. 

I think we ought to encourage foreign countries and I think there 
are ways of doing it, of raising the standards of their own people 
so they can better market for their own products and also for ourselves. 

For example, Japan has had movement to increase the minimum 
wage and that would help a great deal because such an increase would 
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raise their standard, make them a better market and reduce the dif- 
ferential. 

There are a variety of recommendations including the ones that 
the American Federation of Labor and the Congress of Industrial 
Organizations submitted for this committee. ; 

Mr. Mason. I would like to ask the witness a question or so. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. I gather from your testimony that you used to be in 
favor of the reciprocal-trade agreement, but now that your union has 
kind of reversed its program and says we have to have some protec- 
tion in the line of quotas; is that not it? 

Mr. Lewis. On the contrary, Mr. Mason, while we have gotten some 
relief, we are still objecting to it because we know what effect it is 
having on a lot of small industries. 

Mr. Mason. All right. 

Now, I notice every other union that have reversed their attitude 
on this; you got relief 5 or 6 years ago under the escape clause. 

Mr. Lewis. 1950. 

Mr. Mason. But in spite of that relief the imports have been com- 
ing in flooding your markets and they have now taken 60 percent in 
spite of the relief you have gotten. 

Mr. Lewis. That is right. 

Mr. Mason. Now, Mr. Chairman, I ask unanimous consent to place 
in the record a table showing how that industry has been damaged 
and this is a table compiled from the official statistics of the United 
States Department of Commerce. 

The Cuarrman. Without objection, that will be placed in the record 
at this point. 

(The table referred to is as follows :) 

Women’s fur felt hats and hat bodies: United States imports for consumption, 
by value brackets, by principal sources, in 1956 * 
{Quantity in dozens ; value is foreign value] 















































Czechoslovakia France Italy All other Total 
Valued per dozen |___ ceitae aria tga etal ae tice 
at 
| Quan- | Value | Quan- | Value | Quan- | Value | Quan-| Value Quan-| Value 
tity | | tity tity tity tity 
Not over $6... _- 1,470 | $6, 941 53 $318 645 | $3,838 | 1,149 | $6,755 | 3,317 | $17,852 
Over $6, not over | | 
$9__ -ccae---| 6,067 | 44, 585 9,095 | 81, 764 7, 143 | 63, 237 55 492 | 22, 360 190, 028 
Over $9, not over 
$12 ena 637 | 7,194] 2,753 | 29,923 | 10,048 /|110, 955 Stuaaenosas 13,438 | 148,072 
Over $12, not 
over $15 iia 80 1,139 | 18, 224 |255, 506 | 24, 380 |324, 246 125 1, 840 | 42, 809 582, 731 
Over $15, not 
over $18__......| 4,436 | 76, 886 2,708 | 43, 617 | 2,275 36, 436 153 2, 624 9, 572 159, 563 
Over $18, not | | 
over $24........| 2,670 | 55,248 | 2,891 | 55,198 | 2,472 | 46,970 59 1,281 | 8,092 158,697 
Over $24, not | | | 
over $30_.......| 20 | 481 564 | 16,349 5, 550 | 47, 136 | 2 3,334 | 2 93,270 9, 468 157, 236 
Over $30, not 
over $48__...... . Aadewiat .---| 5,693 |208,070 7, 5388 |245, 874 | 3 6,035 |3205, 878 | 19, 266 659, 822 
Over $48......-- oe -| onli 509 | 38, 634 514 | 32, 309 4812 | 469, 245 1, 835 | 140, 278 
_| i i—-——|-— whens pints Eaamtllist sede 
Total_...- | 15, 380 |192, 424 | 42,490 |729, 379 | 60, 565 |911,091 | 11,722 | 381, 385 130, 157 2, 214, 279 
| | i 





1 Preliminary: Individual importations for immediate consumption that do not amount to more than 
$250 under a statistical classification are not included in the data in this table. Such imports are probably 
small except for the value bracket above $48 per dozen; for this range imports not included in the table are 
believed to be substantial, probably being as great as the recorded imports shown in this table. 

2 Includes 3,013 dozen valued at $85,162 from Austria, and 245 dozen valued at $6,039 from Switzerland. 

3 Includes 5,468 dozen valued at $185,357 from Austria and 60 dozen valued at $2,557 from Switzerland. 

4 Includes 68 dozen valued at $3,432 from Austria and 457 dozen valued at $30,043 from Switzerland. 


Source: Compiled from official statistics of the U. 8. Department of Commerce. 








1412 RENEWAL OF TRADE AGREEMENTS ACT 


The Cuarrman. Mr. Boggs. 

Mr. Boges. I have one question. 

Do as many people wear hats as used to wear them ? 

Mr. Lewis. No. 

Mr. Boces. What percentage do not wear them now? 

Mr. Lewis. Well, if we measure it by the number of units, I would 
say that perhaps 30 percent do not wear them. 

Mr. Boces. Fifty years ago would you say that 90 percent of them 
wore hats ? 

Mr. Lewis. I think so. 

Mr. Boges. That is all. 

Mr. Lewis. I might say, though, if the point is being made—— 

Mr. Mason. Mr. Chairman, if we judge by the tremendous increase 
in imports in the last 6 years, I would say that more people wear hats 
today than they did then, if you judge by the imports. 

Mr. Boges. There are more people. 

Mr. Lewis. Of course, we judge by the total consumption, but I will 
say this in answer to the question that if the contention is that we are 
suffering not only from imports, but from hatlessness, I would say 
that when an industry suffers for one reason there is no reason why you 
should give it an additional kick. 

I think there is an additional reason why you give it an additional 
help. 

he Cuarrman. Mr. Simpson will inquire. 

Mr. Srwpson. Am I correct in understanding that you support the 
AFL-CIO position on the question of extending the reciprocal trade 
agreements program ? 

Mr. Lewis. We favor it if it can be administered differently. 

First of all, we would make the extension for a much shorter period 
so that we could review this from time to time. They have advocated 
5 years; we don’t. 

Mr. Srupson. All I ask is whether you do or do not support their 
position ? 

Mr. Lewis. Not fully. They place the emphasis on a 5-year exten- 
sion. We oppose that. 

They would administer it in such a way that it would give our people 
aid instead of trade. We say we would rather have the business. 

Mr.Srpson. You donot want to put your people on relief. 

Mr. Lewis. Thatisright. I don’t think they want to be. 

Mr. Stmpson. I am sure they donot. I appreciate your courage and 
confidence in the legislative process in coming in and telling us so 
gentlemanly that you do not want this legislation unless it can be so 
amended to protect your jobs. 

Mr. Lewis. Our confidence in it, I must say, has been shaken from 
time to time, but we still have confidence in it. 

Mr. Suwpson. You do not want to wait 5 years to come back again? 

Mr. Lewis. That is right. Things are changing too fast these days. 
Five years is a long time. 

The Cuatrman. Mr. Sadlak. 

Mr. Sapxak. Is it not a fact also that when they purchase a hat or 
a cap they do not look for the union label, they just buy something 
that looks like something that might be made in the United States, 
but is cheaper ? 
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Mr. Lewis. That is true. The hats that have come in from Japan 
that sell for $1.35 a dozen look almost the same as those that we make 
here to sell for $7 a dozen, and price is a governing factor. 

Mr. Krocu. Mr. Chairman. 

The Cuarrman. Mr. Keogh. 

Mr. Kerocu. I would like to ask Mr. Lewis, do you refer to the 
legislation that is pending with respect to the classification under 
existing law of those Toyo caps? 

Would the enactment of that legislation be a step in the right direc- 
tion of solving the problem with which you are faced by the imports 
of that particular type of hat? 

Mr. Lewis. It would reduce the differential very substantially. 
There is still some slight difference in the cap and we might get a 
little more for our cap than they get for theirs. 

It would help us a little bit, but I don’t think it is the solution to 
our problem. 

Mr. Kroen. As I understand it, the enactment of this legislation 
does not entail any basic change in the reciprocal trade agreements 
program as it has existed. 

Mr. Lewis. That is right. 

Mr. Krocu. And what you are seeking there is to compel the clas- 
sification of a hat as a hat and not something else ? 

Mr. Lewis. All we want is to put it where it belongs under head- 
wear. We have been struggling for some years with the help of 
Congressman Keogh, but so far we have not succeeded. 

Mr. Kroon. Well, we will still keep trying anyway. 

Mr. Lewis. Thank you. 

Mr. Krocu. Mr, Chairman, I want to pay my compliments to Mr. 
Lewis, whom I have known well and favorably for a long time, and 
to tell the members of the committee that he has established a fine 
reputation in New York for one who is always alert to the broader 
aspects of the problems involved in the organized labor movement. 

Mr. Lewis. Thank you very much, I am deeply grateful to you. 

The Cuarrman. Mr. Lewis, we thank you very much for coming to 
the committee and giving us the benefit of the views which you 
represent. 

Mr. Lewis. Thank you, Mr. Chairman. 

(The formal statement of Mr. Lewis is as follows :) 

The labor movement has traditionally advocated a liberal foreign-trade policy. 
It is believed that such a policy would contribute to our objective of strengthen- 
ing our domestic economy by increasing productivity and living standards. We 
believed, also, that a liberal trade policy would strengthen our allies in their 
and our struggle against totalitarianism. 

The organized labor movement, having these objectives in mind, supported 
vigorously and consistently the reciprocal trade-agreements program when it was 
first conceived almost a quarter of a century ago. It believed that the program, 
by removing our own trade barriers, or reducing such barriers, would encourage 
other nations to do likewise, and thus create a more favorable climate in which 
trade between nations, to their mutual benefit, could flourish. 

The labor movement as a whole is still committed to these policies, as the 
testimony of the representatives of the American Federation of Labor and 
Congress of Industrial Organizations who appeared before your committee on 
February 21, 1958, fully confirms. 

There are, however, a considerable number of unions, of which ours is one, 
which have become, as a result of their experiences with the act, increasingly 
skeptical as to whether it furthers materially the objectives which inspired its 
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enactment. In fact, we question whether, due to the way it is being adminis- 
tered, it is not doing more harm than good. 

Some of these misgivings are strongly implied in the position which the 
American Federation of Labor and the Congress of Industrial Organizations 
has taken with respect to the proposed extension of the Trade Agreements Exten- 
sion Act. 

While continuing to favor an extension of the act its legislative representatives 
vigorously urged the erection of certain safeguards which they believed might 
protect “‘the business opportunities of American companies and communities as 
well as the employment opportunities and hard-won labor standards of American 
workers.” 

They said, in the course of their testimony : 

“It will take much more than lofty humanitarian sentiments or intellectual 
theorizing, however, on long-term economic developments to assure a meaningful 
extension of the Reciprocal Trade program this year. To put the matter in a 
nutshell, the American people will have to be convinced that reciprocal trade 
help more than it hurts. This will not be easy. It will require a serious evalua- 
tion on the part of the Congress of what it is willing to do to promote and ex- 
tend reciprocal trade. Further extension can no longer be made on theory alone. 
Some practical, hardheaded aids must become part of a renewed program.” 

They called for recognition of the fact that as a result of almost 25 years of 
operation of the Reciprocal Trade Agreements program ‘the opportunities for 
completely noninjurious tariff reductions are becoming decidedly more limited” 
and proposed a trade adjustment program which, in their opinion, would among 
other things, prevent the entire burden of the impact of increased imports being 
placed on the firms and workers affected by tariff reductions. 

I am not prepared to say how effective the proposed trade adjustment program 
is likely to be. 

To the extent that it proposes to give “aid, not trade” to American workers 
who are displaced by reason of mounting imports it seems to me to be open 
to objection. 

It will be recalled that this is the reverse of the popular slogan used by free 
traders in the recent past to mobilize public sentiment in support of the Recipro- 
cal Trade Agreements program. But if “trade, not aid,’ was good for the people 
of other countries it should be good for our workers. Our people, too, prefer 
jobs to a dole. 

It might be well, in considering the extension of a program which has been in 
effect for nearly 25 years to recall, even if only briefly and hurriedly, the rea- 
sons which prompted its enactment and to determine, if possible, how effective 
it has been in achieving its objections. 

In 1934, when we first embarked on the Reciprocal Trade Treaty program, we 
were in the midst of a depression, worldwide in character. There were many 
who thought that a major contributing factor in the origin and prolongation 
of that depression was the trade barriers which impeded the free, or freer, flow 
of the world’s products. 

There were some who even suffered from a guilt complex, because we, from 
the beginning of the Republic, had followed a policy of protection and had 
erected and maintained trade barriers, as they were called. As recently as 1930 
we had enacted the Smoot-Hawley tariff. The claim was made by advocates of 
freer trade that this tariff law had almost singlehandedly caused the great de- 
pression. That, of course, was a gross exaggeration. 

Actually, two-thirds of the total drop in imports from the high in 1929 to the 
law in 1932 came before that act became effective. The probabilities are that 
the Smoot-Hawley Act had as little to do with bringing on the depression as 
the Reciprocal Trade Treaty program has had to do with bringing about eco- 
nomic recovery, here and abroad. 

Nevertheless, the adoption of that program in 1934 seemed at the time to be a 
welcome departure from the selfishness and greed which had inspired our pro- 
tective trade policy for a century or more, which had built up infant industries 
into gigantic corporations whose capacity to stifle competition grew tremend- 
ously, and which had helped give the world a distorted picture of our interest 
in the economic welfare of the rest of the world. 

We not only, by the adoption of that program, reversed our traditional posi- 
tion of protection, but we also abandoned another, and, as time and experience 
have proved, a more vital principle, in fact, one established by the Constitution. 
It was that all revenue measures, including tariffs, must originate in Congress. 
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Instead, we delegated tariff-making authority, within limits that were very 
proad, to the President. 

Here, too, we went along with what was a very radical departure from tradi- 
tional procedure. We did so for reasons which at that time sounded plausible 
and cogent. For one thing we thought that the log-rolling process by which 
tariff legislation had been enacted in the past was ill-suited to the goal of freer 
trade which we had set for ourselves, in the form of lowering our own barriers 
in return for a reciprocal arrangement to be made by other nations. The end 
seemed to justify the means. 

Moreover, it was presented by Cordell Hull, its principal architect, as an 
emergency measure. 

Since 1934 the act had been renewed 10 times, each time by a slimmer margin, 
and the last time, in 1955, by the smallest margin. This decline in congres- 
sional support of the program has been attributed in some measure to the shift 
of a major industry from the North to the South, a traditional free-trade strong- 
hold. But that is not the only reason for the change in sentiment toward the 
program. 

There has also been an increasing awareness on the part of the public that it 
has been oversold by the exaggerated claims as to the benefits which accrue 
from this program. Many, inside and outside of the labor movement, who con- 
sistently supported the program in its entirety have begun to voice their mis- 
givings and to call for a reappraisal of its effectiveness. 

One reason for the growing dissatisfaction with the program is that while 
our country has done its full part, and more, to reduce trade barriers, our 
efforts and achievements along that line have not been matched by our allies, 
the nations of the free world. There was, in fact, little reciprocity. 

The average duty on all our imports today is about 5 percent. Our rates of 
duty between the inception of the program and the present time were reduced 
75 percent on over 20 percent of our imports and by more than 50 percent on 
the remainder of our purchases abroad. 

A noted authority on the subject of world trade, Howard S. Piquet, has esti- 
mated that if all our tariffs and quotas were suspended—something which no 
one has seriously proposed—our imports might be increased by $1.2 billion 
to $2.6 billion at the most. 

Not only have we reduced tariffs but we have also taken other significant steps 
to make trade between the free nations of the world easier and better. We 
simplified customs procedures, eliminated the need for consular invoices, helped 
increase the lending authority of the Export-Import Bank, and joined in estab- 
lishing the International Finance Corporation which increased trade and 
investment. 

But while we were doing all this, our partners abroad were maintaining and 
even multiplying the impediments to world trade. These impediments included 
embargoes, import quotas, import licensing programs, exchange controls, cartel 
systems, and state trading. 

It was all this which prompted C. Douglas Dillon, then Ambassador to France, 
now Deputy Under Secretary of State, in a speech in France 2 years ago, to call 
the attention of the French, and of all others using these devices to impede the 
flow of trade, to the fact that they did not reciprocate, and that reciprocity, as 
the word implies, is a two-way street. 

Moreover, the nations employing these practices have no intention of abandon- 
ing them. Toward the end of 1957 Norway requested GATT to take action on 
eartels and restrictive trade practices. This request was spiked for the dura- 
tion of the 12th session of GATT. GATT referred Norway’s request on this sub- 
ject to the GATT Secretariat for “further research”—another way of shelving it. 
This action was taken because of the influence of some of the large industrial 
countries which prefer to continue these restrictive practices. 

Another reason why this program is meeting with increasing opposition every 
time a proposal for its extension is made is that repeated assurances that noth- 
ing will be done to injure American industries have not been carried out. These 
assurances were made by three Presidents under whose terms of office the pro- 
gram has been administered. The action taken under the escape clause and 
other provisions of the act designed to make such assurances effective has in 
most cases been too little and too late, and in some cases it has not materialized 
at all. 

In this connection I would like to cite our own experiences. 
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Late in 1948, we learned that hearings would be held in December by the 
Committee on Reciprocity Information concerning proposals to reduce tariffs on 
hat bodies, among other things. On November 17, 1948, we applied for an oppor- 
tunity to be heard on such proposals. We appeared to express our opposition 
to any reduction of the duty on hat bodies. Notwithstanding our opposition, 
and the evidence we submitted that our industry could not tolerate imports of 
such bodies, the duties on women’s fur-felt hats and hat bodies were reduced at 
the Geneva conference in 1947, effective January 1, 1948. 

Just why this was done has been a mystery to us ever since. While the popu- 
lation of the country was going up, the number of these hat bodies produced 
here continued to decline, not only relatively but absolutely. In 1937, a decade 
earlier, domestic production amounted to over 1 million dozen. By 1947, when 
the concessions were granted, domestic production had declined to 492,000 dozen, 
less than one-half. 

It would seem to those who believed that nothing would be done to destroy a 
domestic industry that with an industry going down as this one was, there 
would be no effort to increase imports and thus further complicate our problem. 

Nevertheless, at the Geneva conference, in the face of these statistics, our 
representatives agreed to a change of the rates on the different value brackets, 
There were nine such brackets. 

As a result of these changes, the Tariff Commission subsequently determined— 
when I say subsequently, I mean after much of the damage was done and there 
was very little left to retrieve—that women’s fur-felt hats and hat bodies, within 
certain of the more important price brackets, were being imported into the 
United States in such relatively increased quantities and under such conditions 
as to cause or threaten serious injury to the domestic industry producing like 
or directly competitive products. 

The Commission recommended to the President the withdrawal of at least 
some of the concessions granted in the general agreement on tariffs and trade 
in respect to the articles which hit us hardest. The President approved the 
recommendation. 

We were considerably more fortunate than other industries, which had also 
applied for relief and were denied it. Theoretically, it was a victory for us, 
one of the victories which the free traders claim the so-called protectionists are 
steadily winning. Actually, a few more such victories and we will be out of 
business completely. 

Between the time that the concession was granted and the time we got the 
concession withdrawn, several years had elapsed. During that interval im- 
ports of these bodies rose from less than 15,000 dozens in 1947, before the con- 
cession was granted, to over 120,000 dozens in 1949, a year after the concession 
became effective. During virtually the same period, domestic production was 
eut in about half. 

The United States Tariff Commission, as a result of an application for an 
investigation which our organization made jointly with the Hat Institute, Inc., 
the trade association in the men’s hat industry, which represents the women’s 
hat body manufacturers of that industry, found what we knew from the begin- 
ning, namely, that “increased competition from imported hat bodies has * * * 
contributed substantially to the decline in domestic output.” 

It also found that prior to the concession the United States market for 
women’s fur-felt hat bodies was mainly supplied by the domestic industry; that 
imports during that period were equivalent to less than 5 percent of United 
States production; that imports increased in 1948 and were equivalent (in 
quantity) to 7.2 percent of domestic production; that they increased still more 
in 1949 and were equivalent to 21.4 percent of production; and that for the first 
6 months of 1950 imports were equivalent to 30.5 percent of production. 

This decline, year by year, in domestic production, due in a large measure to 
imports from abroad, was, of course, reflected not only in the shrinkage of em- 
ployment for the workers in the industry, but also in the earnings of those 
who remained on the jobs. Many factories shut down; others could operate 
only on a part-time basis. 

Who was the beneficiary of these imports? Mainly, Czechoslovakia. In the 
9 months of 1940 Czechoslovakia sent into this country almost 600,000 unit 
bodies, about 45 percent of total importations of this product. Every time the 
domestic industry tried to meet the reduced prices at which the Czechoslovakian 
industry offered its hat bodies to the United States the industry in Ozecho- 
slovakia cut the price further. It could do so very easily, because it was a 
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nationalized, subsidized industry, and its losses, if any, were made up by the 
Government. And our employers, and our workers, were expected to be able to 
meet and survive this type of competition. 

Our representatives at the Geneva Conference, where the concession was 
made, should have known that the men’s hat industry was not in a position to 
survive increased imports from abroad. If they had acted with only a fraction 
of the caution which the agencies here exercise when relief from destructive 
competition is sought, we would be in a much better position to preserve the 
jobs of our workers and the industries in which they are employed. Many 
hundreds of items are taken up for action at the international conferences. 
There is no time or opportunity to consider each case fully on its merits, or to 
weight the likely effects of the concession that is granted. I am sure that if 
there had been any real consideration of the condition of our trade at the 
Geneva Conference, no concession would have been granted. 

It is different when you try to get relief under the escape clause. The re- 
quirements are exacting, the proof of injury or threatened injury must be well 
established, and a thorough investigation must be made. That can take months 
or even years. If you are successful in getting a favorable recommendation 
from the Tariff Commission and if that recommendation is not rejected by the 
President (even when it is unanimous) you can perhaps get some relief. How- 
ever, by that time you may be virtually wiped out. That is what happened to 
us. And that is where there could be a substantial improvement made in 
administration. 

The relief we got proved inadequate, and it was short-lived. Since the duty 
that was reinstated was limited to certain price brackets, the countries affected, 
mainly Czechoslovakia, circumvented it by the simple expedient of bringing 
their price down to 5 cents below the bracket specified in the recommendation. 
Moreover, the importers then went into the courts and claimed that because the 
language of the President’s proclamation reinstating the old duties referred to 
bodies made of fur felt (which, for the most part, don’t exist, and which no one 
had even talked about) and not of fur (which was the only material discussed 
at any time during the investigation and the hearings held under the escape 
clause), the proclamation was null and void. This contention was sustained by 
the courts. Later on this was corrected at an international conference. 

Finally, the Czechoslovakian Government, at the GATT meeting held at Tor- 
quay, England, in October 1950, charged the United States Government with 
violating its commitments under the Reciprocal Trade Treaty program by with- 
drawing the concessions that had been made. Since the entire program was 
intended to be a means of helping the free world in its struggle against totali- 
tarianism, it was ironic to find a Communist government accusing us of betray- 
ing the program. Yet our representatives, instead of telling them in less than 
diplomatic language that their subsidization of an industry which was destroying 
one of ours was a flagrant repudiation of the program, consented to an investiga- 
tion of the Communist country’s charges. We managed, finally, to get off easily ; 
we were “acquitted” of wrongdoing. But we were put under surveillance. 
Annual reports must be made by our Tariff Commission to the President on the 
question of whether the relief we got should be withdrawn. We are now on our 
good behavior. 

We were more fortunate than most other small industries that sought relief 
through the eseape-clause procedure. We did get a reinstatement of duties that 
we considered fair. But the relief proved illusory. 

When we first began getting it, the imports we complained about amounted to 
40.2 percent of domestic production. They went down in 1951, the first year 
following the restoration of the old duties, to 15.8 percent. Since then there has 
been a very sharp decline in the consumption of women’s fur-felt hat bodies. 
Domestic production, which was close to 800,000 dozen in 1951, dropped to 
190,000 dozen for the first 8 months of 1957. However, imports, which stood at 
121,000 dozen in 1951, went down only to 111,000 dozen in the same period. In 
other words, while domestic production dropped to about one-third, imports 
pretty much held their own. 

It has been said by supporters of the Reciprocal Trade Treaty program that 
industries such as ours are suffering not because of imports but because of other 
factors; in our particular case, because of hatlessness. Thatistrue. But when 
an industry is already confronted with problems such as ours, we believe the 
fair and reasonable thing for the Government to do is to help us survive. At 
least, that is what other governments do for their industries, very often with the 
assistance of our Government. 
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The reason why the foreign-made products I have mentioned can compete so 
successfully with our own is because their labor costs are so much lower than 
ours and because, also, in some instances, the industry is nationalized and can 
depend on Government subsidies to make up an deficit that the industry may 
incur in undercutting the prices of our domestic producers. 

High duties have ceased to be a source of protection to industries such 4s ours. 
What we require is a quota system which will give other countries a reasonable 
share of our market but not one large enough to destroy us. Also, in fixing such 
quotas consideration should be given to an industry’s status and its capacity to 
absorb a substantial amount of imports without serious injury to itself, to the 
communities in which it is located, and to the workers. The automobile indus- 
try, which is benefitting from exports, as we are not, and which it taking less 
than 3 percent in the way of imports, while we are taking 60 percent, is in a 
better position to absorb imports than we are. 

I would like to cite one more experience we are having with the administration 
of the program. 

Our cap industry is now the victim of huge imports of Toyo cloth caps from 
Japan. An important part of our cap industry has been rendered almost non- 
existent by these importations. The facts, briefly, are these: 

Toyo cloth caps are made in chief of a kind of processed paper, having the 
appearance of linen or other textile products. Japan is the only supplier of this 
material, and our cap manufacturers bought it from Japan when they first intro- 
duced this type of cap. 

Prior to 1951 only the material was imported. Finished caps made of this 
material began coming into the United States from Japan about the end of 
1951. They looked the same as those made by the American manufacturers. 
Workmanship, quality, and trim were alike. 

There was, however, one important difference: price. At that time it cost 
a New York cap manufacturer $5.41 to produce a dozen such caps. Of that 
amount $3.54 went for direct and indirect labor costs, and for other manufac- 
turing expenses, exclusive of material costs. The manufacturer would have to 
get $6.60 per dozen to make any profit. The Japanese caps, when they first be- 
gan coming in. were being sold to the retail and jobbing trade in the United 
States for $2.85 per dozen. 

The inevitable happened: In 1953 these imports rose to 400,000 dozens. The 
following year they jumped to 800,000 dozens. In 1955 they climbed to 1,500,000 
dozens. Since they have come in at the rate of 1,900,000 dozens in a 
single year. 

This process of flooding our market with these cheap caps was helped by 
two things, one, of course, the cheaper production cost of Japan, based largely 
on pauperized labor; the other, our Government’s letting down the barriers 
when it could have consistently, and without repudiating our commitments 
under the reciprocal trade treaty program, given the industry some measure of 
protection. This is what our Government did: 

At the time of the passage of the 1930 Tariff Act, caps made of Toyo cloth 
were unknown. There were hats of such material, and they were placed under 
one of the paragraphs dealing with headwear, which paragraphs included hats 
made of other materials, as well as caps of various materials. Only caps 
of Toyo cloth were not included because they were then unknown. 

When they began coming into the United States, the question of where they 
belonged for tariff purposes arose. They could have been, they should have been, 
placed under headwear, since the purpose of classification for rate-making pur- 
poses is to apply identical provisions to identical, or substantially identical, 
products. Instead they were held by the customs authorities to come under 
paragraph 1413, a clause that deals with paper products having not the slight- 
ets or remotest relation to headwear. That took a low rate of duty. 

At the time the ruling was made the duty was 35 percent ad valorem. This 
duty was subsequently cut in half as a result of a trade agreement. For 
all practical purposes it might just as well have been eliminated entirely. In the 
meantime, the Japanese prices on these caps have been cut in half, whereas our 
production costs, for a variety of reasons, have increased. 

We have made several efforts to secure the correction of an omission made in- 
advertently in 1930, when the Tariff Act was enacted. We introduced bills in 
several Congresses providing for a reclassification that would bring these caps 
under headwear. We also sought relief, when it was clear we were meeting 
formidable resistance from the Government on the bill placing these caps in the 


OF ALE LSE ON 








RENEWAL OF TRADE AGREEMENTS ACT 1419 


proper category, under the escape clause. We have thus far failed in every such 
effort. 

The objections voiced by the State Department, the Treasury Department, and 
the Tariff Commission to the passage of the bill were, first, that the effect of 
the reclassification would be to increase the duty; and, second, that as a 
result of concessions obtained and granted under our reciprocal trade treaty pro- 
gram, it would be inconsistent with our international obligations to pass this 
pill rectifying an oversight made years ago. 

The first contention, we readily admit, is true. Nevertheless, we feel that if 
the facts justify reclassification, Toyo cloth caps should be reclassified, regard- 
less of the effect on the duty. 

The second claim seems to us to be a strained construction of the obligation 
we are supposed to have assumed. When the concession was granted on ar- 
ticles covered by paragraph 1413 these caps were not coming in at all. It was 
a ruling made subsequently that brought Toyo cloth caps under this para- 
graph. I don’t know how caps could have been a consideration for the con- 
cessions we granted in connection with paragraph 1413. I am sure that other 
governments, confronted by a similar problem, would have found a way to help 
their own industries in competition with others. In any event, we seem 
stymied. Actually, I am wondering whether we could benefit much from a re- 
classification which would increase the duty. The caps from Japan which 
originally sold for $2.85 per dozen have been selling since for $1.35 a dozen. No 
duty increase could cure that situation. It would have to be at least 300 per- 
cent to be of any benefit. 

We also tried, as I have already indicated, to get relief through the escape 
clause by applying to the Tariff Commission for an investigation under section 7 
of the Trade Agreements Extension Act. We apparently made out a prima facie 
ease, because the Commission ordered an investigation. However, the question- 
naire sent out by the Commission to obtain information which it required seemed 
too complicated and technical for many of the cap manufacturers to whom it was 
addressed and they failed to return the questionnaire within the time limit set 
by the Commission. I tried to have the questionnaire simplified, and the deadline 
extended, but without success. I doubt, however, that we would have gotten the 
relief we required, even if our case had been established beyond refutation. 

Again, increasing the duty would not solve our problem. It would not begin 
to make up the difference between our prices and those at which Japan can 
sell caps in the United States market. What we need is a quota system. I 
am doubtful whether under the thinking which now prevails, and which views 
any attempt to secure the slightest measure of protection for a domestic industry 
as a crime against our people and the people of the world, any real solution can 
be found. 

What is required, as I see it, is the shedding of certain illusions, the recogni- 
tion of certain realities, the abandonment of certain slogans by which the 
American people are being oversold and misled. 

For one thing, the idea that the free world needs this weapon of reciprocal 
trade in its struggle against the evil forces of communism is without foundation 
in fact. It is misleading. It is a recent addition to the arguments and slogans 
by which this program has been put over periodically in the past. 

A good part of the free world wants to trade with the Communists. It has 
repeatedly reiterated its desire to do so. If and when the free world nations 
find that trade profitable, they are ready to embrace it, anything that we may 
say to the contrary notwithstanding. That reciprocal trade is a weapon in the 
arsenal of the free nations is something we thought up by ourselves to get public 
opinion in our country to go along with an extension of this program. Our allies 
do not subscribe to it. They have their own ideas on the subject. 

Moreover, even if it were the kind of a weapon it is represented to be, and 
the free world would agree with us in employing it, it would do us and the free 
world no good. We cannot compete successfully with Communist nations, 
unless we are prepared to adopt the same dictatorial methods which they pursue. 
Our President would have to enjoy the same powers as are enjoyed by Mr. 
Khrushchev. 

Communist countries, it should be remembered, will use the resources of their 
governments to bolster foreign trade, just as Czechoslovakia does to beat down 
our hat manufacturers. A system of private, national, and international trade, 
such as the free nations embrace, cannot possibly compete in a worldwide game 
of:tag, under the handicaps which we still impose upon ourselves as a free 
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country. Dishonesty, intrigue, ruthlessness, a global espionage system give 
Russia and her satellites an advantage in world trade that we could not possibly 
defeat. Any talk that this program, or any extension of it, will have an appre- 
ciable bearing on our struggle against communism is just so much eyewash. 

When sputnik made its appearance on the scene the President’s adviser on 
foreign trade policy, a leading spokesman for the steel industry, described it 
as a “bauble,” a trinket to which we need pay no attention. What really matters, 
in his view, is free trade. We feel that kind of thinking is dangerous. It may 
serve to put over this bill. But it will leave us naked so far as our defenses are 
concerned. 

Several days ago the press announced that there has been a very substantial 
increase in Russia’s production of steel. At the same time, our production has 
declined to 54 percent of capacity. More than 125,000 steel workers are 
unemployed, and 200,000 are working short time. But even though production 
declined drastically, profits reached a record high. If we persist in placing 
emphasis on profits as distinguished from the production which we require for 
our survival, we will not find our salvation in reciprocal trade. 

To our friends in other nations we might indicate that we are becoming 
resentful of their attitude that all the ills and evils in their economies are the 
fault or the responsibility of the United States. It’s about time we stopped 
serving as the whipping boy for political stalwarts in other nations. As one 
authority on the subject has put it, “in too many countries it has become fash- 
ionable to think of Uncle Sam as being in the prisoner’s dock on trial before 
the rest of the world, as if he were to blame for virtually everything that goes 
wrong economically or could correct it at will.” We have nothing to apologize 
for, and much to feel proud about. 

The first thing we should do is abandon the idea that the lowering of tariffs 
is some magic cure-all for virtually all of the world’s economic ills. There has 
been a revolution in world trade which has rendered many of the ideas around 
which we battled for decades obsolete. We must approach the problem with 
full knowledge of the facts and with a sense of realism, something we have 
failed to do in the past because of the disposition to substitute wishful thinking 
for realities. In this connection, it would be better if we had fact-finding com- 
missions which would not start out in their investigations with preconceived 
notions of what the facts should be, and determined to muster only such facts 
as happen to conform to their preconceived notions. 

It would also be well, for the purposes of a discussion that will produce not 
only heat, but also light, to drop the recriminations which have characterized 
past discussions on this subject. Those of us who are arguing for a measure of 
security for the workers employed in our industries are not “protectionists.” 
Protectionism as a principal of foreign trade policy is dead beyond resurrection. 
It couldn’t be revived even if we were disposed to revive it. 

Nor do we think that the charge that we are protectionists, selfish and greedy. 
comes with good grace from most of the champions of reciprocal trade in our 
country. The most vociferous leaders in that movement are those who for a 
generation or more fattened on the protection policies followed by our Govern- 
ment. It was they, in fact, who initiated those policies. They have now 
become the champions of freer trade, the “liberals” and “altruists” whose sole 
concern is with the fate and future of the free world. Right now they can 
profit more by liberal trade than by protection. In the past, genuine liberals 
recognized them for what they were; now these liberals have joined them in 
their holy crusade. 

Besides clearing the ground so that the discussion can be kept on an elevated 
and realistic basis, there are a number of other things that might be done to 
make freer trade possible. 

The forst feature of the present situation is the power which has been vested 
in the executive branch of the Government to decide tariff policies which in the 
past and under our Constitution resided in the Congress. Perhaps we ought not 
return to the old procedure, where tariff questions were not always decided on 
their merits. The proposal now being advanced that decisions of the Tariff 
Commission should become final, regardless of the President’s action, unless 
overturned by Congress within 60 days, would eliminate past shortcomings with- 
out compelling us to endure the evils of the present procedure. 
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I believe that basically the problem is one of administration, and that the 
proposal I have just mentioned would obviate a major shortcoming of the 
present arrangement. There has been no consistency in the way cases have been 
nandled and processed. The policy followed by our Government has zigzagged 
in all directions. 

There have been a series of amendments suggested by the reprsentatives of 
the AFL-CIO. We favor those amendments because they are designed to help 
achive the basic purposes of the Reciprocal Trade Treaty program, something 
we have lost sight of so far. One of the things we should do is stop the impor- 
tation of all products from countries in which the operation of free trade unions 
is prohibited and millions of people are held in bondage in slave labor camps. 

We have tried to impose such limitations on China, but we know that in our 
own case they are being circumvented. Straw braid produced in China cannot 
be sent into this country under the embargo, but it is being sent to Italy, where 
it is made into hats and shipped into this country. The Red Chinese are ship- 
ping textiles through Hong Kong into this country. Controls must be tightened. 

Since one of the objectives of the reciprocal program is to raise the living 
standards of the peoples in countries whose conditions are still substandard, we 
should do our utmost to encourage the raising of such standards as a condition 
to the granting of concessions. For example, the labor movement of Japan has 
been calling for the enactment of a minimum-wage law. At best, such a law 
would fall far short of anything we would consider adequate. But it might be 
an improvement over the existing standards, and thus make Japan not only a 
better market for its own products but also for ours. 

I have not attempted to enumerate all of the amendments that might be made 
to make the Reciprocal Trade Treaty program a more effective instrument for 
the realization of the things we believe are necessary to promote world trade. I 
am sure that these amendments have been proposed. But there are at least two 
vital respects in which the program must be altered if it is to be more useful in 
the future than it has been in the past. 

One of them is the establishment of a quota system, which will allow other 
nations an opportunity to share in our market, but on an equitable basis. Legisla- 
tion along that line has been introduced and we hope that it will be considered 
favorably, not as a source of protection, but as a method calculated to be fair to 
all concerned, including the rest of the free world. 

Secondly, some measure of control over tariff policies must be restored to the 
Congress, where it properly belongs. The means by which that can be done 
without returning to objectionable practices of the past have been indicated. 

If these things, which are basic to the program, can be done, and some of the 
safeguards which have been urged introduced, we may yet achieve the benefits 
of a liberal trade program without paying the penalty which the program has 
exacted in the past. 

Respectfully submitted. 

UNITED HATTERS, CAP AND MILLINERY WORKERS INTERNATIONAL UNION, 
Marx Lewts, General Secretary-Treasurer. 


STATE oF NEw YORK, 
County of New York, ss: 

Marx Lewis, being duly sworn, deposes and says that he is the General Secre- 
tary-Treasury of the United Hatters, Cap and Millinery Workers International 
Union, a union of about 40,000 workers employed in the hat, cap, and millinery 
industries of the United States and Canada; that he has read the attached state- 
ment and that he believes all the facts stated therein to be true to the best of his 
belief; that he has been authorized by the members of the United Hatters, Cap 
and Millinery Workers International Union to sign this statement in their behalf. 

Marx LEwIis. 


Subscribed and sworn to before me this 5th day of March 1958. 


The CuatrMan. Our next witness is Dr. D’Antoni. 
Will you give us, for the benefit of the record, your name, address, 
and the capacity in which you appear? 
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STATEMENT OF JOSEPH S. D’ANTONI, PRESIDENT AND CHAIRMAN 
OF THE BOARD OF DIRECTORS, STANDARD FRUIT AND STEAM- 
SHIP CO. 


Mr. D’Anvront. My name is Joseph S. D’Antoni. I am president 
and chairman of the board of directors of the Standard Fruit and 
Steamship Co. 

Mr. Boees. Mr. Chairman, I would like to say that Dr. D’Antoni 
has had a distinguished career in medicine as well as in business. He 
is one of our leading citizens in the city of New Orleans. 

I am very glad to see him here this morning. 

The Cuarmrman. Doctor, I notice this appendixes to your statement. 

Without objection they will be included in the record. 

Mr. D’Antont. They will be included and I will not read them. 

The Cuarrman. Fine. Your entire statement, then, without objec- 
tion, will appear in the record. 

You are recognized for 15 minutes. 

(The appendixes referred to will be found in the articles at the end 
of Mr. D’Antoni’s testimony. ) 

To briefly give a résumé of this company, I would like to say that 
it began operations in Honduras in 1899, having been founded by 
grandfather, my father, and two great-uncles. It became a corpora- 
tion 33 years ago, has survived two world wars and two depressions, 
and now has more than 4,700 shareholders. 

The company is domiciled in New Orleans and is primarily engaged 
in the production and purchase of bananas in four Latin American 
countries. 

Certain segments of our operations necessitate our conducting busi- 
ness in 9 foreign countries outside the continental United States. As 
a banana importer we own 7 refrigerated vessels and have at this 
time 11 additional refrigerated vessels on charter from 2 to 20 years. 

We import into 4 ports in the United States and maintain for 
marketing two large regional offices with 29 district offices east of 
the Rockies, dispersed throughout the United States. 

My testimony will be both specific, as regards our company, and 
general, as regards an American corporation operating outside the 
United States. 

The company which I represent imports more than one-fifth of all 
the bananas consumed in the United States. We obtain these bananas 
either through direct cultivation of lands we own, through partici- 
pation contracts with the nationals of a country who own the land 
and to whom we advance moneys for the development of banana 
farms and furnish technical know-how, or through outright or con- 
tract purchase from local producers: 

We are directly concerned with and heartily endorse the extension 
of the Reciprocal Trade Agreements Act, since, regardless of the 
type of our operation, under its terms individual agreements have 
been entered into between the countries in which we do business and 
the United States. 

Not only could any change in these agreements seriously affect the 
conduct of our business, but unnecessary economic problems in coun- 
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tries of Latin America can result in higher prices of bananas for the 
consuming public in this country. 

Let us, as an example, use Honduras—the country in which we 
have our largest operation—with a fixed gross investment of $29 
million. 

In that country, we have at the present time under cultivation 
more than 20,000 acres, planted in bananas, citrus, and coconuts, 
employing in excess of 10,000 persons. 

We operate 330 miles of railroad to transport our fruit from farms 
to shipside. 

We maintain a wharf extending over 1,200 feet into the Caribbean 
for unloading United States manufactured machinery and goods, and 
loading oceangoing vessels with our own agricultural products and 
hardwoods of Honduras produced by others and exported primarily 
to the United States. 

We use tremendous amounts of agricultural machinery and imple- 
ments, fertilizers, insecticides, and other products related to a central 
tyne of agricultural enterprise of the magnitude of ours. 

More than 95 percent dollar volume of the equipment mentioned 
above is manufactured in the United States. 

Last year, we bought in excess of $9 million in equipment and 
materials from United States manufacturers located in 39 of the 48 
States. These included such a variety of items as 8 million plastic 
tags from Yakima, Wash., to $45,000 worth of machetes from Collins- 
ville. Conn.. and $35,000 worth of files to keep them sharp from 
Providence, R. I. 

A complete tabulation of all purchases in excess of $10,000 during 
the vear 1955 showing manufacturer, location, wide diversity of 
product, and expenditure was prepared in March 1956 for another 
purpose. Since it was appropriate to this testimony it is attached 
as appendix A, while a partial list of typical products purchased from 
various States in 1957 is attached as appendix B. 

Completely apart from this in 1957 our steamships made 272 voy- 
ages and purchases of ship stores totaled well over $1 million. Most 
of these purchases were made from small-business houses in New 
York, Charleston, and New Orleans. 

My obiect in pointing out these facts in such detail is to convey to 
you the thought that we, a relatively small company, are merely an 
example of the direct importance of overseas sales to thousands of 
United States businesses, large and small. 

Our company operates in Honduras under a railroad and agricul- 
tural concession granted us many years ago. The Reciprocal Trade 
Treaty between the United States and Honduras strengthens the 
validity of this concession. 

The failure of the Congress of the United States to renew the 
Reciprocal Trade Agreements Act could jeopardize these concessions 
and encourage the levv of tariffs against the equipment and material 
we must bring into Honduras. Such a turn of events would then 
demand a reexamination by us of the relative economic merits of 
machinery manufactured elsewhere than in the United States. 

To date, existing treaties have allowed United States-made goods 
to remain competitive, but failure to renew the Reciprocal Trade 
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Agreements Act would unquestionably develop unnecessary competi- 
tion from goods manufactured in Europe and elsewhere. 

It is noteworthy that one of the largest manufacturers of agricul- 
tural machinery in the United States has made the statement that 35 
percent of its production is sold overseas. A good part of our agri- 
cultural machinery in Latin America is purchased from this firm, 
The loss of any part of such a market could cause substantial dis- 
location to industry and labor in the United States. 

Another aspect of our company’s particular problem is that in 
operating our fleet of steamships to carry bananas from producing 
areas into the United States, these steamers carry substantial ton- 
nages of cargo southbound—over 85,000 tons of cargo in 1957—which 
helps reduce the cost of steamship operations. 

If these tonnages are reduced due to elimination of tariff conces- 
sions granted to goods manufactured in the United States, our trans- 

ortation cost will rise correspondingly and this rise will be reflected 
in the selling price of our fruit to consumers in this country. 

I would not wish anyone to interpret my statement as meaning that 
a failure to renew the Reciprocal Trade Agreements Act would put 
the Standard Fruit & Steamship Co. out of business. It definitely 
would not. But it undoubtedly would result in increased costs for 
us, and these costs eventually would have to be passed on to Ameri- 
can taxpayers in the form of higher prices for the fruit we bring here. 

Up to this point I have dwelt only on the effects of the reciprocal 
trade bill as it affects the United States buying public, the economies 
of our good neighbors to the south, and employment of United States 
labor. The final implication and its most serious one is the position 
of the United States in maintaining world peace. 

It is an accepted fact that the prestige of the United States in 
matters military and scientific has suffered substantially as the result 
of Soviet advances in recent months. Too much has already been 
written and spoken on this subject for me to have to explain its 
significance. 

We do, however, tend to take comfort in the fact that we enjoy 
such a predominant lead in economic strength that we will never be 
overtaken. Does the concept of great economic strength prevail in 
an era of divide and conquer when the ingredient of atomic warheads 
is added ? 

True, Soviet industry is being portrayed to us as producing only 
a fraction of the consumer goods that we in this country produce, and 
of a type and in a fashion that reflects almost incredible inefficiency, 
but gentlemen, can we afford to wait for Russia’s economy to sink into 
a morass of inefficiency, and be rudely awakened one day to the fact 
that the Russians have done in this field what they did in the fields 
of science and military achievement ? 

We, as a country, have not profited by the experiences that led us 
into World Wars I and IJ. Already reports of recession are being 
used by protectionists as a false premise in defense of their cause. 
They say: “Why have reciprocal trade when 5 million people are un- 
employed in the United States?” 

It is a matter of record that the Russians have developed more than 
economic beachheads throughout the world. We see daily evidence of 
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Russian trade commissions hard at work developing trade in Latin 
American countries. High government officials of these countries 
have stated publicly that communism has already become a menace 
in their countries. ; ; 

We speak of peace but invariably find ourselves at war to achieve 
it. This war, whether cold or actual, is not 5,000 miles away, but is 
in our backyard; and the strongest defense we can begin providing 
now is the picture of a balanced and potent free economy in action— 
an economy that provides a high standard of living for ourselves and 
our allies throughout the world. 

What we are taught and teach as our free and democratic system 
is, in effect, our “ultimate weapon.” 

The Cuarrman. Doctor, I want to congratulate you on a very fine 
statement to the committee. 

Are there any questions ? 

Mr. Boggs will inquire. 

Mr. Boces. Doctor, the purchases which you make domestically 
here in our own country, which is set forth in the appendixes of your 
statement, none of those would be listed for export purposes at all, 
would they ? 

I mean, they are all purchased domestically ? 

Mr. D’Anront. Well, it depends entirely on the company. Your 
larger companies have export divisions. 

Mr. Boces. I am talking about your company, the ones that you 
list here, the purchasers that you list. 

Mr. D’Antont. Well, it depends on from what section of the coun- 
try it is purchased. That would be extremely difficult. 

For example, however, the million dollars we spend in a year buy- 
ing ships stores is not listed as exports because it is food, paints, ropes, 
everything that a ship might need as it comes into port. It, on the 
average, runs about $3,500 of purchases from small businesses in the 
port of New York and primarily New Orleans. 

Mr. Boces. The point is, though, that your operation generally 
makes a tremendous amount of purchases right in the United States. 

Mr. D’Anront. Yes, sir. 

Mr. Boces. I have one other question. 

I know that your company has had a great deal of experience in 
Latin America. When you speak of Communist penetration into 
these areas, you speak from direct experience, do you not? 

Mr. D’Antont. Gentlemen, I don’t think we need a better example 
of Communist infiltration than what transpired in Guatemala just a 
few years ago. 

The President of Honduras has publicly stated that he has commu- 
nism in his country. We know the list of Communists that he has 
which he has received from the United States Embassy and we have 
been asked if there are people, and our people who operate in this 
country and have been active there for 30 to 40 years know these 
people and know that they do have Communist, not only leanings, but 
unquestionably are members of cell blocks. 

Mr. Boaes. Do you not, in these countries, have health programs 
and hosiptalization programs and other institutions which provide 
benefits to the people and which are a good deterrent against Com- 
munist propaganda ? 
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Mr. D’Anton1. Yes, sir. We have tried to raise the standard of 
living for our laborers for many years. That program has been 
tremendously intensified in recent years. 

We operate a hospital of 300 beds in the city of LaCeiba, Honduras. 
We operate something like 12 or 14 line clinics to give medical aid to 
people in the banana farms. 

ow, insofar as the drugs are concerned in that hospital, if you 
notice, there are no drugs stipulated here, but they are all American- 
made drugs, either directly or through a subsidiary. 

Then you asked about the public health programs. We have insti- 
tuted a tuberculosis program, like the one conducted in the United 
States, and have a program afoot to actually eradicate TB. We think 
we can do it. 

We have done the same thing, or are doing the same thing now with 
a syphilis program. 

2 Boces. You have also done something with the tropical dis- 
eases 

Mr. D’Anton1. Yes, sir; we have not had a case of malaria in Hon- 
duras with the exception of a small outbreak about 18 months ago in 
which the city of LaCeiba was being sprayed against mosquitos by 
one of the world health organizations. 

They stopped spraying. We were not familiar with it; we had a 
small outbreak. We have had no malaria cases on any of our farms in 
the past 514 years, or 614 years. 

There is a further factor in a country such as that, I think we, as 
Americans, are not familiar with. But we stabilize the four basic 
items that the laborer eats in the country. Oneisbeef. Weslaughter 
about 3,000 head of beef a year. We sell this meat to our employees 
and to the people of the city for 12 cents a pound. It has been sold for 
that for longer than 15 years. 

We contract to buy all of the rice, the corn, and the sugar so that 
there is a protective price on those commodities. 

Now, if we did not do that, it would mean that unquestionably we 
would have to raise labor costs and the minute you start raising labor 
costs you are not only inflicting that cost on the American public, but 
in addition you are reducing the amount of food items that are pur- 
chased from the United States in our commissaries. 

The CuatrMan. Mr. Reed will inquire. 

Mr. Reep. I am very much interested in your statement. How 
large a fleet of ships do you have? 

Mr. D’Antont. Eighteen—we own 7 and charter 11. 

Mr. Reep. Were those ships built in this country ? 

Mr. D’Anront. No, sir. None of them were, because we in the 
banana industry must have our ships follow the bananas. We operate 
the seven ships under the Honduran flag. However, we have an 
ase contract which calls for 8214 percent of the American wage 
scale. 

We must, by order of the Honduran Government, carry 50 percent 
Honduran nationals as members of the crew. So we are whipsawed 
between an NMU contract on a foreign vessel and this question of the 
demand of the Honduran Government on their own ship. 

You ask why we do not fly American-flag ships. We do not fly 
them because the United States Government would only permit you to 





RENEWAL OF TRADE AGREEMENTS ACT 1427 


have subsidy if you made regular ports of call, and when you are 
carrying a quarter-of-a-million-dollar cargo, and when your wages are 
$1,200 a day, you cannot maintain a regular schedule and make certain 
you call at individual ports. 

Mr. Reep. In what country are those ships built ? 

Mr. D’Antont. It depends. Our own ships, most of them, were 
built in England. Most of them are rather obsolete. The youngest 
one, I think, is 24 years old. 

However, again, they were not built because of the type of operation 
that we have. I doubt that I made myself clear to you when I made 
my original statement. 

The United States subsidy ships demand that you must call at a 
given port on a regular-schedule basis. When you take the 3 ba- 
nana-producing countries which we are now importing bananas 
from—and we are now importing into 4 United States ports, using 
only 15 shins instead of 18—you have a theoretical combination of 
202,000 different ship schedules. 

All ships are not the same size, and it behooves anyone, with the high 
cost of ships and the high cost of terminal operations in this country, 
to use these ships to the maximum efficiency. We will change ship 
schedules sometimes 4 or 5 times in 1 week. I have seen them change 4 
times in 1 day. 

You have to put the ships where the bananas are and bring the 
bananas in on the ship that is loaded as close to capacity as is humanly 
possible. 

Your labor costs for terminals have gone up tremendously through 
the years. They are some 20 cents a hundred pounds higher than they 
were 4 or 5 years ago. 

Mr. Reen The point I was interested in was to know what countries 
built your ships. 

Mr. D’Anvcunt. The chartered ships you are speaking of now? 

I have told you about the company ships. 

Mr. Reep. Yes. 

Mr. D’Antont. Practically all were built in England. The young- 
est one is 25 years old. The other ships were built in all the Scan- 
dinavian countries and in Germany. 

Mr. Reep. Do you contemplate having more ships? 

Mr. D’Antont. Yes, sir. 

Mr. Reep. How many? 

Mr. D’Anton1. We just contracted the other day for three on a 
long-term charter basis. 

Mr. Reep. With what country ? 

Mr. D’Antont. They will be built in Belgium. 

Mr. Reep. Belgium ? 

Mr. D’Antont. Yes. They will fly the Panamanian flag. 

Mr. Reep. Thank you very much, Doctor. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Srupson. Doctor, you can haul this in American ships if you 
wanted to? 

Mr. D’Anront. I can’t haul it and remain competitive. 

Mr. Srurson. Why ? 

Mr. D’Anton1. Your European cost of ship labor is about $200 a 
day as contrasted to the labor cost of American ships of $1,200 a 


day. 
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Mr. Suwpson. You are hunting cheap labor ? 

Mr. D’Anton1. We are not hunting cheap labor. 

You cannot compare $200-a-day crew wages to $1,200 a day and 
then multiply that 17 times. 

Mr. Smarson. You are comparing purchases from the United 
States. You are asking for this reciprocal-trade agreement to permit 
you to continue with your business. 

Mr. D’Antont. Yes, sir. 

Mr. Srwrson. Your business consists of using the cheapest labor 
you can get, presumably. 

Mr. D’Antont. Iam sorry. That is true in the transportation field, 
but that is not true when you get into your domestic terminal opera- 
tions. You are using the labor of ships and you are saying nothing 
of the American labor at terminals. 

Mr. Smueson. Do you have an exclusive contract with Honduras 
with respect to bananas? 

Mr. D’Antont. No, sir. 

Mr. Sueson. Do you have competition ? 

Mr. D’Anvont. Yes, sir. The United Fruit Co. and ourselves hire 
75 percent of all employable labor on the north coast of Honduras, 
They have about 30,000 employes. We have about 10,000. 

Mr. Suapson. What part of your market is in the United States? 

Mr. D’Antont. Twenty-five percent. We do not ship to Europe 
and we do not ship west of the Rockies. 

Mr. Simpson. ‘Twenty-five percent of the bananas?! 

Mr. D’Awnrontr. The bananas consumed in the United States are 
imported by our country. 

Mr. Stupson. My question was what proportion of the bananas you 
ship come to the United States ? 

Mr. D’Antont. All of them. 

Mr. Srurpson. Bananas are on the free list. 

I fail to see, inasmuch as we provide the market for the bananas, 
why Honduras would be tempted to deny us the right to sell goods 
there. 

Mr. D’Anvront. I think it is a question that has been brought up 
earlier here today, the economics. 

We can import bananas into Europe and buy European machinery 
if the prices of American goods are going to have saddled on to them 
high tariff rates. 

Mr. Smeson. In this list that you have given us of the purchases 
of your company, which totals around $614 million, the biggest item is 
Esso Standard Oil Co., at roughly $2 million, for fueling. That was 
all imported oil ? 

Mr. D’Antont. Yes, sir; that is with steamers. 

Mr. Stmpson. So that does not help the American producer of oil. 

Mr. D’Antontr. Texaco and Esso Standard are the two companies, 
and we buy the oil for our ships and for our divisions from those two 
companies. 

Mr. Srupson. That is right, and they produce the oil in Venezuela 
and elsewhere. 

Mr. Bocas. If the gentleman would yield, the Standard Oil Com- 

any of New Jersey has a terrific production in Louisiana through 


the Humble Oil Co. 
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Mr. Stmpson. I suggest that that company may produce some, but 
they import much more so that, to the extent of this value, I say that 
itis imported oil. 

With respect to the copper sulfate, that is imported into the United 
States in quantities far in excess of what you buy. That does not 
come from American workmen. 

Mr. D’Antont. The Phelps-Dodge Corp. We have had a contract 
with them since 1937 to purchase all of our copper from them for 
spraying against leaf diseases. 

Mr. Simpson. The argument that you make, by giving us this list, 
is it providing work for American workmen in producing these goods, 
and I say these companies are good importers themselves. So what 
we are really doing is providing jobs for men abroad. 

Mr. D’Antoni. Mr. Simpson, we can buy copper sulfate in Europe 
at a much cheaper price than we can buy it in Honduras. 

Mr. Stimpson. Why do you not do that? Keeping in mind the 
ships, why do you not do it in this instance ? 

Mr. D’Antont. Because it would mean you would have to create 
a European market for your bananas. 

Mr. Simpson. It is to your advantage to buy it in the United States 
because your market is here ? 

Mr. D’Anront. That is right. And, all things being equal or any- 
where near being equal, the company policy is to buy United States 
products. 

Mr. Srrson. What you are saying is that the disparity with re- 
spect to ships from abroad versus the United States ships is too great 
as compared with buying oil or copper sulfate in the United States. 

Mr. D’Antont. That is correct. 

Mr. Stmeson. Thank you very much. 

The Cuatrman. Mr. Mason will inquire. 

Mr. Mason. Doctor, you have been doing business in Honduras for 
over 50 years, have you not? 

Mr. D’Anront. Yes, sir. 

Mr. Mason. The Reciprocal Trade Agreements Act came in just 24 
years ago. These concessions that you have received from the Hon- 
duran Government to operate railroads and so forth were all con- 
cessions made before the Reciprocal Trade Agreements Act came into 
effect, were they not ? 

Mr. D’Anvtont. That is correct, sir. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. D’An'ront. I would like to answer your question, if I may. 

Mr. Mason. Yes. 

Mr. D’Anton1. The railroad concession was made in 1910 for a 
period of 5 years, and the agricultural concession was granted in 
1918 for 75 years, but that concession is not the same as it was when 
it was made. The contract stated that the railroad would never pay 
Honduran taxes. As long as the contract existed, we would never 
pay taxes to Honduras on the agricultural concessions. 

We pay 30 percent on those concessions in spite of the contract 
having stated that. 

Just the other day legislation was enacted where the export duty 
on bananas per stem was raised from 3 cents to 4 cents a stem. Our 
concessions had called for 4 cents a stem. 
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It did not affect us. The United Fruit Co., however, had a con- 
cession for 3cents. They have increased it. 

We have seen what the legislation in Guatemala has been able to 
do with these concessions and their validity. 

The strongest position this country can be in, if we want to keep 
out communism, as I have tried to say in here, is not through conces- 
sion but through reciprocal trade to strengthen the position of the 
United States in those countries, because you get a Communist or a 
leftist government in those countries and the concessions are as good 
as the piece of paper they are written on. And you know that the 
Guatemalan Government, for example, took away a quarter million 
acres of land of the United Fruit Co. during Arbenz’ regime. 

The Cuarrman. Mr. Boggs. 

Mr. Bocas. I want to make one observation. 

You are principally in the fruit business and not in the ship business. 

Mr. D’Antont. That is right. 

Mr. Boces. You are in a comparable position of an industry which 
uses a carrier to carry its products. 

Mr. D’AnTont1. That is correct. 

Mr. Bocas. In the case of the subsidized American steamship lines, 
they are in the business of carrying passengers and freight principally. 

Mr. D’Antont. That is correct. 

Mr. Boces. Your situation, insofar as the ships you require, is cer- 
tainly not unique, nor is the registry of your ships unique, because 
many other American companies do the same thing. 

Mr. D’Antont. That is correct. 

Mr. Boces. That is all, Mr. Chairman. 

The Cuarmrman. Thank you, Doctor, for coming to the committee 
and giving us the benefit of your views. Thank you, sir. 

Mr. D’Anrtont. Thank you. 

(The statement referred to follows:) 


TESTIMONY OF JOSEPH S. D’ANTONI, M. D., PRESIDENT OF THE STANDARD FRUIT & 
STEAMSHIP Co. 


My name is Joseph S. D’Antoni. I am president and chairman of the board 
of directors of the Standard Fruit & Steamship Co. To briefly give a résumé 
of this company, I would like to say that it began operations in Honduras in 1899, 
having been founded by my grandfather, my father, and two great uncles. It 
became a corporation 33 years ago, has survived 2 world wars and 2 depres- 
sions, and now has more than 4,700 shareholders. 

The company is domiciled in New Orleans and is primarily engaged in produc- 
tion and purchase of bananas in four Latin American countries. Certain seg- 
ments of our operations necessitate our conducting business in nine foreign 
countries outside the continental United States. As a banana importer we own 
7 refrigerated vessels and have at this time 11 additional refrigerated ves- 
sels on charter from 2 to 20 years. We import into 4 ports in the United 
States and maintain for marketing 2 large regional offices with 29 district offices 
east of the Rockies, dispersed throughout the United States. 

My testimony will be both specific, as regards our company, and general, as 
regards an American corporation operating outside the United States. 

The company which I represent imports more than one-fifth of all the bananas 
consumed in the United States. We obtain these bananas either through direct 
cultivation of lands we own, through participation contracts with the nationals 
of a country who own the land and to whom we advance moneys for the de- 
velopment of banana farms and furnish technical know-how, or through out- 
right or contract purchase from local producers. 

We are directly concerned with and heartily endorse the extension of the 
Reciprocal Trade Agreements Act, since, regardless of the type of our opera- 
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tion, under its terms individual agreements have been entered into between 
the countries in which we do business and the United States. Not only could 
any change in these agreements seriously affect the conduct of our business, 
but unnecessary economic problems in countries of Latin America can result 
in higher prices of bananas for the consuming public in this country. 

Let us, as an example, use Honduras the country in which we have our largest 
operation, with a fixed gross investment of $29 million. In that country, we 
have at the present time under cultivation more than 20,000 acres, planted in 
bananas, citrus, and coconuts, employing in excess of 10,000 persons. We 
operate 330 miles of railroad to transport our fruit from farms to shipside. We 
maintain a wharf extending over 1,200 feet into the Caribbean for unloading 
United States manufactured machinery and goods, and loading ocean-going ves- 
sels with our own agricultural products and hardwoods of Honduras produced 
by others and exported primarily to the United States. We use tremendous 
amounts of agricultural machinery and implements, fertilizers, insecticides, 
and other products related to a central type of agricultural enterprise of the 
magnitude of ours. More than 95 percent dollar volume of the equipment men- 
tioned above is manufactured in the United States. 

Last year, we bought in excess of $9 million in equipment and materials from 
United States manufacturers located in 39 of the 48 States. These included 
such a variety of items as 8 million plastic tags from Yakima, Wash., to $45,000 
worth of machetes from Collinsville, Conn., and $35,000 worth of files to keep 
them sharp from Providence, R. I. A complete tabulation of all purchases in 
excess of $10,000 during the year 1955 showing manufacturer, location, wide 
diversity of product, and expenditure was prepared in March 1956 for another 
purpose. Since it was appropriate to this testimony it is attached as appendix 
A, while a partial list of typical products purchased from various States in 
1957 is attached as appendix B. 

Completely apart from this in 1957 our steamships made 272 voyages and 
purchases of ship stores totaled well over $1 million. Most of these purchases 
were made from small business houses in New York, Charleston, and New 
Orleans. My object in pointing out these facts in such detail is te convey to you 
the thought that we, a relatively small company, are merely an example of the 
direct importance of overseas sales to thousands of United States businesses, 
large and smail. 

Our company operates in Honduras under an agricultural concession granted 
us many years ago. The Reciprocal Trade Treaty between the United States 
and Honduras strengthens the validity of this concession. The failure of the 
Congress of the United States to renew the Reciprocal Trade Agreements Act 
could jeopardize these concessions and encourage the levy of tariffs against the 
equipment and materials we must bring into Honduras. Such a turn of events 
would then demand a reexamination by us of the relative economic merits of ma- 
chinery manufactured elsewhere than in the United States. To date, existing 
treaties have allowed United States-made goods to remain competitive, but 
failure to renew the Reciprocal Trade Agreements Act would unquestionably 
develop unnecessary competition from goods manufactured in Europe and else- 
where. 

It is noteworthy that one of the largest manufacturers of agricultural ma- 
chinery in the United States has made the statement that 35 percent of its pro- 
duction is sold overseas. A good part of our agricultural machinery in Latin 
America is purchased from this firm. The loss of any part of such a market 
could cause substantial dislocation to industry and labor in the United States. 

Another aspect of our company’s particular problem is that in operating our 
fleet of steamships to carry bananas from producing areas into the United States, 
these steamers carry substantial tonnages of cargo southbound—over 85,000 
tons of cargo in 1957—which helps reduce the cost of steamship operations. If 
these tonnages are reduced due to elimination of tariff concessions granted to 
goods manufactured in the United States, our transportation costs will rise cor- 
respondingly and this rise will be reffected in the selling price of our fruit to 
consumers in this country. 

I would not wish anyone to interpret my statement as meaning that a failure 
to renew the Reciprocal Trade Agreements Act would put the Standard Fruit & 
Steamship Co. out of business. It definitely would not. But it undoubtedly 
would result in increased costs for us, and these costs eventually would have to 
be passed on to American taxpayers in the form of higher prices for the fruit 
we bring here. 
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Up to this point I have dwelt only on the effects of the reciprocal trade bil] 
as it affects the United States buying public, the economies of our good neigh- 
bors to the south, and employment of United States labor. The final implica- 
tion and its most serious one is the position of the United States in maintaining 
world peace. 

It is an accepted fact that the prestige of the United States in matters mili- 
tary and scientific has suffered substantially as the result of Soviet advances 
in recent months. Too much has already been written and spoken on this sub- 
ject for me to have to explain its significance. 

We do, however, tend to take comfort in the fact that we enjoy such a pre- 
dominant lead in economic strength that we will never be overtaken. Does the 
concept of great economic strength prevail in an era of divide and conquer when 
the ingredient of atomic warheads is added? True, Soviet industry is being 
portrayed to us as producing only a fraction of the consumer goods that we in 
this country produce, and of a type and in a fashion that reflects almost in- 
credible inefficiency, but gentlemen, can we afford to wait for Russia’s economy 
to sink into a morass of inefficiency, and be rudely awakened one day to the 
fact that the Russians have done in this field what they did in the fields of 
science and military achievement? We, as a country, have not profited by the 
experiences that led us into World Wars I and II. Already reports of reces- 
sion are being used by protectionists as a false premise in defense of their 
cause. They say: “Why have reciprocal trade when 5 million people are unem- 
ployed in the United States?” 

It is a matter of record that the Russians have developed more than economic 
beachheads throughout the world. We see daily evidence of Russian trade com- 
missions hard at work developing trade in Latin American countries. High 
Government officials of these countries have stated publicly that communism 
has already become a menace in their countries. We speak of peace but invari- 
ably find ourselves at war to achieve it. This war, whether cold or actual, is 
not 5,000 miles away, but is in our back yard, and the strongest defense we can 
begin providing now is the picture of a balanced and potent free economy in 
action—an economy that provides a high standard of living for ourselves and 
our allies throughout the world. What we are taught and teach as our free 
and democratic system is, in effect, our ultimate weapon. 


APPENDIX A 


Purchases made by home office in 1955 (from vendors supplying in excess of $10,000) 


Aidmon Bottle & Supply Co., Inc., Brooklyn, N. Y., bottles____ $10, 694, 54 
Ardco Manufacturing Co., Jersey City, N. J., locomotive parts__- 19, 496. 00 
Armour Fertilizer Works, New Orleans, La., fertilizer______-__- 25, 277. 24 


American Brake Shoe Co., New York City, car wheels 10, 858. 80 
American Cast Iron Pipe Co., Birmingham, Ala., cast iron pipe 


and fittings _ Fedak ty eM SS Shee 12, 201. 19 
American Can Co., New York City, cans__ ret 72, 757. 83 
American Cre osote Works, Inc., New Orleans, La., creosoted 

piling _ _- / 13, 749. 66 
Armstrong Cork Co., Lancaster, Pa., crowns and bottles_- 115, 281. 00 
Baldwin-Lima-Hamilton C /orp., New York City, locomotive 

parte. s 0468 3365.25 : 15, 556. 77 
Barada & Page, Inc., New Orleans, La., sodium bisulfate, ete_ 15, 457. 82 
Batesville W hite Lime Co., Batesville, ‘Ark., lime 34, 996. 50 
Brown & Sites Co., Inc., New York City, locomotive parts __-_-_- 15, 077. 46 
Colgate-Palmolive Co., Jersey City, N. J., soap and toilet 

erteles cc920 01s {fb A 18, 976. 98 
Columbia Malting Co., C hicago, Ill., malt____- 87, 327. 00 
Cordeleria Modelo, 8. A., Merida, Mexico, banana twine and 

rope - _- aN SST lin SLL 2s tilled 41, 033. 87 
Crown Cork & Seal Co., Inc., Baltimore, Mad. , crowns and filler 

Gs 3 odd ai ews 20 ebm Zs ail A ICUL SG 83, 772. 56 
Cudahy Packing Co., New Orleans, La., meats 11, 513. 78 
Continental Can Co., New York City, polyethylene, cellophane _ 95, 167. 80 
Caterpillar Tractor Co., Peoria, Ill., diesel engines, tractor parts- 67, 143. 03 


SC 
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Purchases made by home office in 1955 (from vendors supplying in excess of $10,000)— 


Continued 


G. H. Charbonnet & Son, Ine., New Orleans, La., dry goods, etc-_ 
Ecusta Paper Corp., Pisgah Forest, N. C., polyethylene tubing_- 
Esso Standard Oil Co., New York and New Orleans, fuel oil__-- 
Extruders, Inc., Hawthorne, Calif., polyethylene tubing 
Fleischmann Malting Co., Chicago, Ill., malt_......._.______- 
Froedtert Grain & Malting Co., Milwaukee, Wis., malt 
Fulton Bag & Cotton Mills, Atlanta and New Orleans, bags and 
eeeyenne Samii is 652 Oo Ce ol A waas 
Grace Chemical Co. , Memphis, Tenn., urda........ 225205. ..... 
A. Gusmer, Inec., W oodbridge, N. J. , malt, pw ee ee 
General Electric ‘Supply Co. , New Orleans, La., electrical supplies_ 
Hardie Manufacturing Co., Hudson, Mich., spray pumps and 
POR ids coe en edu ee dU Seba et ae BUCe a ae 
Illinois Cereal Mills, Ine., Paris, Ill., Brewer’s corn flakes_______ 
Ingersoll-Rand Co., New York C ity, engines, pumps, parts 
Koppers Co., Ine. , Pittsburgh, Pa., Wolman’s salts 
Kieckhefer Container C 0., C amden, N. J., cartons 
Kimberly-Clark Corp., Neens th, Wis., Kimpak te ACU LG oS ewrabas 
R. G. Lafaye Co., New Orleans, La., tomato paste, seafoods - _ - - 
Land O’Lakes Creameries, Inc., Minneapolis, Minn., powdered 
Ee . as ip aeiesu ta clivsce ieee Sea Ole wee 
Longview Lime Corp., Birmingham, Ala., lime____.........--- 
Lone Star Cement Corp., New Orleans, La., cement_-._--..---- 
Magnolia Petroleum Co., New Orleans, La., lubricating oil for 
MID nn oon int Jabba s cabebdb nee anes Se Uenedseo ues 
a J. Me “yer Mfg. Co., Cudahy, Wis., bottle washer parts__- 
National Oats Co., Cedar Rapids, Towa, oatmeal, cereal 
National Malting Co., PROOROON: Ds Pig SINE oo ccc k cet ts Sgscdcemtens 
Nestle’s Products, Inc., New York C ity, milk and candy - - ----- 
Nicholson File Co., Providence, Rake bi iit rads knees. 
Owens-Illinois Glass Co., Toledo, Ohio, bottles ne oe ee 
Pillsbury Mills, Inc., Minneapolis, Minn., flour_...........-.-- 
C. T. Patterson Co., Inc., New Orleans, La., hardware and sup- 
TD. nw ncwn an nawnne soon es ening liey >) Eee enEe ete oe 
ae Ties and Levy, New Orleans, La., ship supplies --_-_----- 
Phelps Dodge Refining Corp., New York City, copper sulphate__ 
Quaker Oats Pan-American, Inc., New York City, oatmeal, etc_ 
Ross Brothers, Fort Worth, Tex., mules_.............-__--- . 
Schwill, Albert & Co., Chicago, IIl., malt_.............-----. 
Standard Supply & Hardware Co., New Orleans, La., hardware 
Bit) GUMONOE . 5 ib abe 6s chan node den sew needs hee 
St. Clair Lime Co., Oklahoma City, PRs WOO ae Saas eS co eee 
Stauffer, Eshleman & C o., Ltd., New Orleans, Mee hardware and 
DIN seu cuesnae kin dnaeee eta 
Theonett & Co., “Chicago, Ill, “flavorings, Ni eB ii ease 
The Texas Co., New Orleans, 'La., lubricating oil and grease - id ha 
Utley Paint Co., New Orleans, La. , paints, ete - 
United Paper Co., New Orleans, La., UE oe nied dns a ata i hee ip 
Van Der Horst Corporation of America, Olean, N. Y., cylinder 
BOOTS WOVENGRIUIOOG noc oes Sane Roem eb en 
R. T. Vanderbilt Co., Inc., New York C ity, Vancide PEPS 
Visking Corp., Terre Haute, Ind., poly ethylene SUE giatiac<— 
Wholesale Market, New Orleans, La., meats. .........-------- 
Woodward, Wight & Co., Ltd., New Orleans, La., hardware and 
SUppNIE.. .. .... sal ae. SDE ee Se CL) CES 
Southeast Supply Co., Charleston, 8. C., ships’ supplies _ - - ~~~ -- 


Fowl: 


$16, 344. 85 
159, 744. 49 
2, 075, 605. 83 
55, 269. 35 
42, 026. 96 
58, 990. 27 


67, 168. 10 
300, 245, 19 
27, 109. 04 
13, 597. 55 


26, 347. 44 
73, 264. 00 
135, 110. 69 
37, 931. 40 
54, 605. 06 
79, 390. 22 
23, 317. 92 


22, 983. 72 
11, 243. 75 
20, 958. 50 


22, 728. 19 
12, 792. 52 
19, 487. 50 
23, 552. 96 
28, 621. 86 
21, 475. 33 
33, 636. 07 
53, 073. 45 


36, 777. 65 
19, 947. 32 
1, 291, 764. 90 
21; 356, 22 
29, 080. 98 
37, 977. 52 


34, 438. 68 
17, 881. 25 


88, 571. 55 
20, 970. 65 
75, 969. 53 
11, 307. 13 
11, 174. 51 


12, 423. 71 
37, 602. 00 
234, 448. 91 
20, 514. 51 


23, 778. 09 
66, 092. 78 


6, 375, 039. 93 
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APPENDIX B 


State Typical product 

TI 2 on ctrensiinsneiunn Agricultural lime ; valves ; hatchery supplies 

RR as hati ences Water filters 

ME vciiitenconrstne Agricultural lime 

Galitornia...<.....- Canned fish ; polyethylene plastic sheets ; hops 

| Porcelain products ; rat poison 

Connecticut____-~_- Machetes, axes and shovels ; hardware 

Delaware............. Paint ; chemicals 

Ng cicccaishtabin eds Citrus wrapping and packing materials 

ee Brewery machinery ; polyethylene plastic sheet ; textiles and 
thread 

SE Ee Hops 

I a cnsenhean Farm machinery; dietetic foods; engines; bottles; brewers 
flakes 

ee Soft drink supplies ; pharmaceuticals 

i io shsisecet Locomotive part ; machinery parts ; foods 

SI 5. 5 nteiistrenindinns Aircraft and parts 

MeN Sg. cee Cigarettes ; soap machinery 

Louisiana______-~-. Orchard spray oil; fertilizer ; salt ; containers 

BE i ssicsacchria nite Canned sardines 

Maryiend.............. Bottle closures ; toiletries and cosmetics 

Massachusetts_____ Packaging machinery 

eran Motor trucks ; pharmaceuticals ; railway motor cars 

Minnesota_______-_ Railway motor cars ; engines ; dairy food 

Mississippi__._____-. Crates ; disinfectants 

Missouri______-_~-. Brewery machinery; veterinary medicines; beverage dis- 
pensers 

SIE icicissecemsnesccnets 

ee Brewery supplies 

a iniiniesciccintow 

New Hampshire_-_-- 

New Jersey.___--- Cartons; bottles; pharmaceuticals; polyethylene plastic 
sheets 

New Mexico___-_--. : 

er were le Textiles ; battery goods ; clothing ; copper sulphate 

North Carolina____. Packaging materials ; tobacco 

North Dakota___--- 

i  itentnnie: Polyethylene plastic sheets; jeeps; bottles; foundry prod- 
ucts 

Oklahoma_______-- Agricultural lime 

Ete es 

Pennsylvania______ Pharmaceuticals; machinery parts; bottle closures; loco- 
motives 

Rhode Island___-_-_-. Files 

South Carolina____- Oil mill supplies 

South Dakota____-__ 

IE one sercses Gasoline lanterns ; urea ; saddlery supplies 

a Copper sulphate ; mules ; chemicals 

Ne iiss aintnie Dairy bottling supplies 

TIN tiecemein 

I as astopigecocons Baked goods 

Washington_____-_-_. Plastic tags 

West Virginia_____- Laundry supplies 

Woe Malt ; machinery ; locks and hardware; cleaning materials 

ee... 


The Cuarrman. Our next witness is Mr. McCabe. 
Mr. McCabe, please identify yourself for this record by giving us 
your name, address, and the capacity in which you appear. 


Siuiedeien dettereiemadencneee aidheniehenainamemmanialiiemetaineme ntadaendenmniamnemenatnietedanedienienneateneensaminatanantndaieemeenaemaeaeennnee 





ETE 


er 





RENEWAL OF TRADE AGREEMENTS ACT 1435 


STATEMENT OF GLEN W. McCABE, NATIONAL PRESIDENT, THE 
WINDOW GLASS CUTTERS LEAGUE OF AMERICA, COLUMBUS, 
OHIO 


Mr. McCase. My name is Glen W. McCabe. I am national presi- 
dent of the Window Glass Cutters League of America. 

The Cuarrman. Mr. McCabe, we have allotted to you 20 minutes. 
Will it be possible for you to conclude your statement in that time? 

Mr. McCare. I think it will. 

The Cuarrman. If you omit parts of your statement, your entire 
statement will appear in the record, without objection. 

Mr. McCase. I will cover it as promptly as possible and I think I 
can cover it for you in that time. 

Mr. CuHarrMan, we are a part of the large flat glass industry which 
covers window glass, plate glass and automobile glass and all types 
of glass that are used in construction. 

The present hearings and the present proposal to extend once more 
the power of the President to enter into feds agreements and further 
to lower existing tariffs come at the most crucial point in the whole 
history of the trade agreements program. 

Recognition of this fact finds some expression in your announce- 
ment of January 23 in which you outlined the President’s proposal 
for a 5-year extension of the program and additional authority for 
tariff reductions up to 25 percent. 

The perpetual struggle for protection, in the home markets, for the 
sale of American-produced commodities of industry, agriculture, and 
labor faces a dangerous crisis before the Members of Congress in 
Washington at the present time. 

From McMaster’s History of the People of the United States we 
learn “that all true patriots heard with joy that on the auspicious day 
President George Washington took the oath of office, in 1789, he was 
clad from head to foot in garments whose material was the product 
of American labor.” Prior to the Revolutionary War, our Colonial 
forefathers had their troubles in trying to develop American enter- 
prises with the handicaps forced upon them by British legislation, 
that favored the sale of English-manufactured products in the Amer- 
ican Colonies. 

Colonial commerce had been hindered by the Navigation Acts of 
1660 and 1663, requiring that buying and selling be done in England 
and that the goods be moved in English ships; by the act of 1732, 
prohibiting trade in woolens among the Colonies, a trade that was 
growing rapidly; by the Molasses Act of 1733, placing a duty or tax 
on all rum, molasses, and sugar imported into any English colony, a 
heavy blow to a great trade with Spanish possessions; by the act of 
1750, prohibiting the sending of pig iron to England and forbidding 
the manufacture of certain iron articles at home, a manufacture which 
already had become important; and other similar restrictive British 
acts. 

Pennsylvania began its fight for the protection of its industries 
and enterprises in those colonial days. The records over the years 
are full of the bitter fights put up by our citizens for the protection 


of our agriculture, industry and labor against unfair import com- 
petition. 
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Some Members of Congress in 1789 were determined to oppose giv- 
ing too much power to the President, possibly anticipating the disaster 
that could affect our country’s enterprises and labor standards through 
the President passing on this authority to those misrepresentatives 
of the United States who still favored giving preference to the interests 
of foreign countries. 

During the congressional debate upon this subject, Congressman 
Jackson warned against too much Presidential power with this state- 
ment: 

Let it be remembered, that the Constitution gives the President the command 
of the military. If you give him complete power over the man with the strong 
box, he will have the liberties of America under his thumb. 

* * * Then, says he, I have got the Army. Let me have the money and I 
will establish my throne upon the ruins of your visionary republic. 

The free-trade disaster which has destroyed thousands of American 
industrial plants and hundreds of thousands of production workers’ 
jobs in the United States is a real example of what can happen when 
Congress transfers its important responsibilities and authority to the 
executive branch of the Government. 

Our forefathers, in the Constitution of the United States, effective 
March 4, 1789, authorized— 


The Congress shall have power to lay and collect taxes, duties, impost and 
excises; and to regulate commerce with foreign nations. 

At the present time the responsibility for the destruction of Ameri- 
can enterprises and the jobs of American wage earners by unfair im- 
port competition in the American home m: arkets rests right upon the 
executive branch of our national administration. 

It is most unfair to American employers, wage earners, and business- 
men to allow a group of countries with a conglomeration of com- 
munistic dictatorship and socialistic forms of gov yernment to supplant 
the Congress of the United States in the regulation of our foreign 
trade. 

In this long fight for the protection of American enterprises from 
damage by unfair import competition from the colonial days, the 
only protection American industry, agriculture and labor has received 
is what they had to fight for, and much of the i injury all have received 
has been due to neglecting to defend their interests at all times. 

Also, the effort to protect the American home markets for the sale 
of American-produced commodities that began with the administra- 
tion of President George Washington has been a continuous, hard 
battle. 

Prior to 1934, with the Members of Congress retaining their con- 
gressional control over the regulation of our foreign trade, beneficial 
relief from unfair import competition could be secured without unnec- 
essary delay. The present destruction of American enterprises by 
import competition prevents help when immediate action is needed to 

save American investments and wage earners’ jobs. 

The lust for dollar profits that can be secured by exploiting the 
low-paid workers of foreign countries keeps our international ex- 
ploiters of this cheap foreign labor on the job continually. Whether 
or not American industry, agriculture, and the jobs of American wage 
earners are destroyed by import competition does not seem to interest 
these dollar-bill world savers. 
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The most vital factor in the maintenance of the economic strength 
and security of the free nations of the world is a sound and prosperous 
domestic economy and defense structure in the United States. A 
strong national defense structure is founded upon an industrial base 
capable of supporting defense in every circumstance. The economy 
of other countries of the free world is dependent upon the tremendous 
rate of consumption of raw materials in this country. Without a 
sound domestic economy and defense structure, stable economic and 

litical relationships among the free nations and vigorous interna- 
tional trade cannot exist. 

Foreign trade is simply a segment of our domestic economy. Leg- 
islation affecting our foreign trade should be drawn and administered 
to foster such a sound domestic economy and strong defense structure, 
in full coordination with policies established by those departments 
and agencies of the Government charged with responsibilities for the 
domestic economy and defense structure. Action should not be taken 
by any branch of the Government that would weaken segments of our 
domestic economy or defense base which together provide the necessary 
balance in our economy. 

The free nations in 1953 experienced their best economic year in 
history. Generally, they achieved new peak levels and improved 
standards of living. This resulted, in significant measure, from re- 
habilitation effected through past economic aid from the United States. 
It also reflects improvement from the industry of the people and an 
increasing political stability in the countries involved. 

Further economic aid to these countries is no longer necessary. To 
sacrifice our domestic markets to foreign producers to the extent that 
it may adversely affect our economy and defense structure is merely 
another form of aid, borne by affected industries and employees rather 
than the Nation at large. It is therefore unwarranted. 

Vigorous world trade is an important and vital element in the 
establishment of a strong and peaceful world. The influence that 
further tariff reduction by the United States may have on expanding 
world trade is greatly overemphasized. Action in this direction by 
the United States in the past has not been followed by other nations. 
There is no reason to anticipate that such leadership will be followed 
in the future. On the contrary, other nations have increased their 
own trade barriers, particularly against the United States. World 
trade will not be materially improved without major steps by other 
countries to eliminate such restrictions. 

On the other hand, damage to the economy of the United States 
through foreign competition can, by upsetting the overall balance 
of the domestic economy, do more to harm world trade than to help 
it by providing a market for goods of others. 

In any highly complicated, interdependent economic machine, such 
as prevails in the United States, any influence which adversely affects 
an important part of the machine will have unpredictable repercus- 
sions throughout the entire machine. The cost of foreign-produced 
goods cannot be measured in sales price alone. It must also be meas- 
ured in intangibles of lost jobs, lost tax collections, reduced business 
activity, and social and economic unrest. 

The high standard of living, the enormous consumption and pro- 
ductive capacity, the scientific and technological advances, and the 
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prosperity and welfare of the United States have been developed and 
promoted under our traditional tariff policy. In recent years tariffs 
have been drastically reduced by foreign trade agreements and other 
measures. By this action the United States has become one of the 
lowest tariff nations in the world. At the same time it has been faced 
elsewhere not only with generally higher levels of tariffs but also 
with import, exchange currency, and other cost labor and low liv- 
ing standards. Such imports are not permitted in the case of major 
agricultural products. 

There is today increasing evidence that significant segments of 
our economy are being adversely affected by foreign competition as 
a result of policies and practices which have been adopted without 
regard to domestic economic and defense policies. 

It is widely recognized, in view of changed world conditions, that 
the time is opportune to review and revise our tariff structure to fit 
present and foreseeable conditions. 

Many foreign goods are produced and marketed under conditions 
and practices “which are legal in the foreign countries involved, but 
which in the United States would be illegal under our antitrust, fair 
trade, wage-and-hour laws, and other legislation which has been de- 
signed to foster fair competition and to protect American labor. 
Competition is competition only when people are operating under the 
same rules. To require domestic producers to compete at home with 
foreign producers under the existing conditions involves unfair dis- 
crimination against American agriculture, labor, and industry. 

We cannot and should not impose United States standards on for- 
eign producers. However, it should be the policy of the Government 
to foster equitable competition in the United States markets between 
domestic and foreign producers. To do this, substantial price parity 
must be established. 

Tariffs and similar appropriate measures are the best available 
means of achieving this, consistent with the requirements of our 
economy and defense structure, upon which free nations of the world 
are so dependent. 

The President in his special message to Congress on January 10, 
1955, stated : 

The Nation’s enlightened self-interest and sense of responsibility as a leader 
among the free nations require a foreign economic program that will stimulate 
economic growth in the free world through enlarging opportunities for the 
fuller operation of the forces of free enterprise and competitive markets. 

He added that an increasing volume of world production and trade 
will help assure our own economic growth and a rising standard of 
living among our own people. Thereafter the message contained, 
among other things, specific legislative recommendations that had 
made their appearance in H. R. 1 or the trade agreements extension 
bill of 1955 introduced by the late Jere Cooper, Democrat, of Tennes- 
see, and at that time chairman of the House Committee on Ways 
and Means. 

The statements above quoted are acceptable as generalities, but 
the extent to which the attainment of the stated goals or objectives 
rests upon certain false assumptions and erroneous deductions from 
past achievements and failure. 
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One thing is very clear. The administration of the Trade Agree- 
ments Act, as extended from time to time, has not been in keeping 
with the successive pronouncements of the three Presidents whd have 
been the recipients of the power delegated by the Congress. 

I will not quote from these Presidential statements at this point. 
They have been documented in previous submissions to this committee 
or its subcommittee on foreign trade policy. All of them carried 
what appeared to be profoundly sincere assurances that no domestic 
industries would be jeopardized by the trade agreements program. 

Actions speak louder than words, and, while we have been given 
assurance that American industry and jobs for American workers 
employed therein would not be jeopardized, we the workers in the 
flat-glass industry have seen imports of plain window glass increase 
in a steady rise over the past 10 years. 

The followin shows the importation of window glass to the detri- 
ment of our trade. These are figures that concern window glass only. 
It doesn’t concern the other imports of flat glass, which are enormous. 

In 1948 there was imported 797,650 square feet; in 1949, 3,804,050 
square feet; in 1950, 27,333,550 square feet; in 1951, 26,306,050 square 
feet; in 1952, 30,577,250 square feet; in 1953, 80,560,000 square feet; 
in 1954, 69,518,300 square feet; in 1955, 83,936,315 square feet; in 1956, 
281,620,500 square feet ; and in 1957, 178,250,850 square feet. 

Under the Trade Agreements Acts, tariflis had been reduced again 
in 1955. So in 1956 imports of window glass had increased to 281,- 
620,500 square feet, an increase of over 300 percent over 1955. 

It is true that for 1957 imports decreased from the higher figure 
of 1956, but this decrease is largely due to the falling off in the build- 
ing of homes due to the existing depression and subsequent lack of 
demand. 

It must be remembered that this imported window glass was all 
made by foreign workers under working conditions and wages far 
below American standards—I would like to say that in same instances 
money that has been sent to these foreign manufacturers to build the 
plants with, was from the United States. So American money went 
over to help them build those plants, some of which came from one of 
our largest American manufacturers—and has so reduced sales of 
American window glass causing American plants to close down or 
operate at only partial capacity. 

Our members working in window glass plants have had to rotate 
the available work and work half days in order to spread employ- 
ment and relieve the suffering of our members due entirely to imports 
of foreign-made window glass in amounts that equals one-fourth of 
the American capacity. 

Should the Congress extend the Trade Agreements Act with its 
provisions for still greater cuts in tariff rates, then Europe will be 
able to wipe out the balance of our trade. 

We have lost a big percentage of our eastern and western trade 
due to freight rates. We still have considerable trade in the interior, 
but a further reduction in tariff rates will wipe that advantage out. 

It is one thing to destroy our industry with the sympathetic saying 
that it will help foreign economy. It is another to destroy the only 
trade that workers know and destroy with it the American living 
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standards because he cannot compete with European or Asiatic living 
standards. 

The big percentage of our tradesmen in the window glass industry 
are men past 40 who readjust to other kinds of work, even if jobs were 
available in the face of 5 million already unemployed. 

To face this threat of loss of trade to cheap foreign-made window 
glass the large American manufacturers are turning to automation 
and installation of mechanical means for making and cutting their 
products. This again causes further unemployment. However, the 
smaller manufacturers do not have the finances to install costly auto- 
motive machines. So they are caught between the imports of cheap 
foreign products and automation on the part of large manufacturers, 
and t ey are being forced out of business. 

We the workers are caught in the wedge and are destroyed for there 
is no relief for us. 

We in the window glass business are only a small part of the mil- 
lions of workers in other industries whose buying power and taxpay- 
ing abilities are being nullified by the administration’s blind policy 
of bolstering foreign economy, at any cost to American workmen. 

We want Congress to retain the ability to help us and not give this 
rightaway.  . 

The Congress and not the executive branch should have the final 
power of review over the Tariff Commission. This is a body that 
was set up by Congress to help the Congress carry out its constitu- 
tional function. By no stretch of the imagination should the Com- 
mission’s part in tariff adjustments become a door through which 
congressional control slips out of reach and into the firm and final 
control of the President. 

Surely this was never intended. If it was so intended, the action 
in any case must now be undone since, even under the pragmatic test, 
the system has been tried and found wanting. It can be supported 
only by those who seek to raise the considerations of international 
diplomacy above the interests of domestic producers as a permanent 
system. It is they who find the Executive domination that has here 
been described made to order for their purpose and it is they who 
have supplied or are by way of supplying the principal impetus behind 
extension of the present system unchanged. 

We cannot agree to a continuation of a system that denies to our 
own industries and the workers employed by them the right of a rea- 
sonable economic defense. 

The Cuarrman. Any questions of Mr. McCabe ? 

Mr. Reep. I hesitate to take the time, but I would like to have you 
tell me, first, from what countries most of your competition comes. 

Mr. McCase. Our principal competition comes from England, Bel- 
gium, France, and Czechoslovakia. First it is England and Belgium; 
principally Belgium. They are the largest producers of window glass. 
Next is England, Germany, France, Italy, Czechoslovakia, and Japan. 

Mr. Reep. There is quite a differential in the wage scale, is there? 

Mr. McCase. Oh, there is a tremendous differential in the wage 
scale. 

Mr. Reep. Do you have any tables showing the differentials? 
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Mr. McCase. The lowest rate we have is $2.30 an hour as against 30 
cents an hour for the Belgians. 

Mr. Reep. I was thinking you had some very serious competition 
from Belgium. 

Mr. McCase. We have terrificly serious competition. Every time 
we have had a reduction of tariffs we have been put out of business. 

Mr. Reep. As I understand it, too, their industry is so situated that 
they can ship to this country by water. 

Mr. McCane. That is correct. That is why we have lost our West 
Coast trade and our East Coast trade, because they can lay it down 
at such a low rate. 

Glass, as it is boxed and crated, makes an ideal ballast for ships, and 
it is used and loaded as ballast. 

Mr. Reep. Thank you very much. 

Mr. McCase. It comes in at a very low freight rate. 

The CuHarrman. Mr. McCabe, just one question to refresh my 
recollection. 

With whom did we make this agreement in 1955 in further reducing 
the duty on this glass? 

Mr. McCase. That is your tariff agreement that you are not trying 
to perpetuate. 

The Cuatrrman. Was that 1955 reduction that you referred to done 
bilaterally or multilaterally ? 

Mr. McCase. When your trade agreement was put into effect in 
1955 it called for a reduction in tariffs. 

The Cuamman. I am just trying to identify what happened. You 
made the statement that under the Trade Agreements Act, tariffs had 
been reduced again in 1955; so in 1956 imports of window glass had 
increased to 281 million-plus square feet. 

Mr. McCase. Around 300 million square feet. That was the jump 
that was made in that particular year. 

The CuHarrman. Was there a further reduction made in 1955? 

Mr. McCasr. There was a reduction made in 1955, yes, sir. 

The Cuarrman. I understand it was under the extension in 1955. 

Mr. McCase. Under the extension of 1955, tariffs were reduced. 

The Cuarmman. That was done under GATT? 

Mr. McCase. Under GATT. 

The Cuarrman. I wanted to be certain as to how it was done. 

Tell me this, Mr. McCabe: 

What has been the effect on the level of employment, which you 
told us has dropped, say, from 1955 when it jumped materially there 
to 1956? During that period of time what happened percentagewise 
or in total numbers to the people employed in the window glass 
business ? 

Mr. McCaze. Less people have been employed. People are being 
laid off by the thousands throughout the United States. Each year 
production has dropped under that figure. 

The Cuarrman. I can see that, but I am thinking in terms of those 
you represent. 

As a matter of percentage, do you have any figures showing the 


amount of change in employment in the window glass industry be- 
tween 1955 and 1956? 
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Mr. McCasr. In your State, with regard to window glass workers, 
just recently we have had to cut production there by 40 percent. 

The Cuatrman. I was informed that there was a reduction be- 
tween 1955 and 1956 in my own State and I was trying to get at the 
percentage level, if you had it, in the industry nationally. 

Mr. McCapse. I believe the production figure would give you a pretty 
close estimate on the employment figure. We look at it from that 
standpoint. 

In 1955 we produced—this is in million boxes, understand, because 
glass is cut and shipped in 50-foot boxes—21,956,000. 

The Cuarrman. That is boxes. 

Mr. McCase. In boxes, yes. In 1956 it was 23,852,000. And I 
wanted to show you that imported figure because in 1957 our produc- 
tion was only 17 million. That is a drop of 6 million boxes, and that 
means a lot of employment. 

Mr. Mason. Six million is about a fourth of 23 million. So it isa 
drope of a fourth. 

Mr. McCase. Of one-fourth. 

The Cuatrman. Does it actually represent about a fourth then in 
the employment opportunities between 1955 and 1957 ? 

Mr. McCasne. Every bit of a fourth between 1956 and 1957. And 
there was a drop in 1956 from 1955. 

The Cuatrman. What I am trying to get at is has the drop nation- 
ally in employment been about the same as that of which I am aware 
in my own State. 

Mr. McCase. Yes, sir. 

The Cuarrman. About 40 percent. 

Mr. McCase. Yes, sir. 

The CHatrman. That is the number that have been actually let 
out of employment ? 

What is the effect a those who have been retained? Are they 
working 5 days a week, 2 days a week, or what? 

Mr. McCasr. They are working 5 days a week, but we have what 
we call a box limit in order to divide work. We divide it up equally, 
and each man is allowed to work each day. So you would find, if 
you went through that factory, that by noon every man has his quota 
and is out of the factory. In order to spread employment and, 
rather than lay off, we do it that way. 

The CHamman. You work about half time. 

Mr. McCase. Just about half time. If there are a few fellows 
there after noon, they are the older men. They are being forced into 
retirement at 65 in order to try to make employment for the younger 
men, and I would hate to think I know any Member of Congress 
who would think he was done at 65. 

The Cuatrman. Are there any further questions of Mr. McCabe? 

Mr. McCabe, we thank you for coming to the committee and giving 
us your statement in representation of your group. 

Our next witness is Mr. Vito Pascucci. 

Will you please identify yourself by giving your name,, address, 
and the capacity in which you appear ? 
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STATEMENT OF VITO PASCUCCI, PRESIDENT, G. LEBLANC CORP., 
KENOSHA, WIS. 


Mr. Pascucct. My name is Vito Pascucci. I am the president of the 
G. Leblane Corp., Kenosha, Wis., manufacturers, importers, and dis- 
tributors of musical instruments. 

The CHarman. Will it be possible for you to conclude your state- 
ment in the 15 minutes we have allotted to you 4 

Mr. Pascucctr. I think so. 

The Cuatrman. All right. You are recognized for 15 minutes. 

Mr. Pascucct. In appearing before you today I lay no claim what- 
ever to being an expert in American industry or in foreign trade or 
international relations. I have no bundle of statistics to quote. 
I have no sad tale of an industry that is headed for oblivion if this or 
that course of action is not embarked upon. 

I have a happy story. I have a happy story of a personal experi- 
ence and, from this experience, a sincere and deep personal convic- 
tion that American business and American manufacturers can create 
friends for our Nation all over the world, and at the same time build 
an alert, sound economy at home. I feel that if my experience were 
multiplied a sufficient number of times we would not need to lean as 
heavily as we do on our diplomats and commissions operating abroad. 

Serving in the late World War, I was privileged to be the musical 
instrument serviceman with the renowned Glenn Miller Army Air 
Force Band. While in Europe, I visited various musical-instrument 
factories whenever the opportunity arose. I had the good luck to 
have been stationed in Paris for 9 months. Quite naturally, I went 
first to the firms who enjoyed a high reputation among musicians back 
in the United States. 

One of the last companies I visited was that of G. Leblanc, a com- 
paratively unknown name in America. There I met Mr. Leon Leblanc. 
There I spent practically all of my free time with Mr. Leblane. He 
permitted me to visit the different instrument factories that he owns. 
I was entranced with their standards of quality, their methods and 
philosophies. 

I became almost as one of the family. I ate in their home. I ex- 
changed thinking with the members of the family, discussing every 
conceivable topic. The relationship became almost as one of father 
and son. 

One day Mr. Leblanc told me that for 25 years he had been seeking a 
man in Tien he could have confidence to do a job with his instruments 
in America. He said that he had visited America many, many times, 
and was well aware of the problems of financing and sales. 

He described to me his principal former American distributor, one 
of the wealthier New York jobbers. Though this firm had the capital 
to succeed in development of sales for these fine artist-grade instru- 
ments or for private-brand instruments made by another of Mr. Le- 
blance’s factories, they had not developed any widespread distribution. 

Once Paris was liberated, the former customers of Mr. Leblanc indi- 
cated they were anxious to resume business relations. He refused all 
orders and told me that he was willing to wait until I got back into 
civilian life * * * that he and I would form a firm in America, where 
we would be equal partners. 
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He was well aware of my youth, being in my early twenties, of my 
limited finances. He said he was willing to grow slowly and to finance 
the partnership to the limit the French Government would permit, 
considering France’s currency restrictions. 

He wanted to base the new company in New York. I insisted on my 
hometown of Kenosha. He finally approved. He told me this was 
another way of showing his confidence in me. 

Westarted in Kenosha in 1946. I knew little of selling or of business, 
because my only business experience came from working as a musical 
instrument repairman in my brother’s music store before the war. 

We ended our first year with sales of $77,000. Last year, 11 years 
later, our sales were approximately $3 million. 

In the early years we had difficulty selling all the instruments Mr, 
Le Blanc could produce for us, despite the high quality, competitive 
price, and the shortages that existed shortly after the war. Now, with 
the fastest growing production rate our industry has known, we are 
unable to supply the demand. Acceptance of our instruments has now 
grown to the point where we are represented in most major musical 
organizations, including the symphony orchestras, leading universities, 
and in the entertainment world, even including the entire clarinet sec- 
tion of the famous Lawrence Welk orchestra. 

With energy, ideas and a fine product, we have been able to grow 
and prosper in spite of the tremendous competition that exists in the 
woodwind and brasswind industry, some of this competition against 
companies here that have up to 100 years’ reputation behind them. 

Not only have our efforts helped to build employment in the Leblanc 
factories in France, but we have established in our factory in Kenosha, 
the manufacture of plastic clarinets to complement the Paris wood 
clarinet lines. Our unit production more than equals that of our 
French imports, yet the French clarinets are an essential part of our 
operation. Clarinet artists the world over have always insisted on 
French-made clarinets. Thus the development of this relationship 
provides employment in Kenosha to more than 100 craftsmen. 

Here is an instance, then, where the working relationships of foreign 
trade have been a good thing both for America and for France. It 
has done more than that. It has cemented friendships between a small 
segment of people in the two countries. 

During my visits to France in the earlier days, at one of Mr. Leblanc’s 
factories in a small community in the central part of France, I used 
to see signs painted on the sidewalks and on building walls: “Go Home, 
American,” said these signs. Whenever I was in this town the atmos- 
phere was tense. In restaurants you could hear them mumble, “He is 
an American.” 

Last December, visiting there again, there was none of this antag- 
onistic atmosphere. It is completely different. Throughout this little 
town, the name “Vito” is well known. Much of this is due to the 
fact that 150 people in this factory are making their living building 
instruments that I sell for them in America. 

In the early days of our venture there were some American musical 
instrument manufacturers who petitioned for tariff protection. The 
petitioners were among the strongest we met in competition. The 
Tariff Commission found that the import of foreign instruments was 
not sufficient to threaten serious injury to their industry. 
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The managers of many of these companies were complacent, self- 
satisfied, lax. They did little to keep up with modern technology. 
Though their products were often priced lower than our own, they lost 
their dominant foothold. Import restrictions or no, they were sitting 
ducks for aggressive, progressive competitors. 

My simple point is that when a manufacturer feels he does not have 
to keep ahead of the times in product development, manufacture, 
and/or marketing, all the tariff protection and subsidies in the world 
cannot save his competitive position. The firms who are alert and 
who are willing to work the hardest, continue to live and prosper. 

Those firms who lose sight of their responsibilities to their dealers 
and customers do often blame their plight on competition from for- 
eign-made goods. In my opinion, they are jeopardizing the future of 
our Nation as well as of the nations who are friendly to us, Asa 
Nation, we cannot be responsible for the inadequacy that exists in 
management of the companies that are not able to meet competition. 

Mr. Leblanc, a Frenchman, has taught me that the French do not 
think as we do. Their values are often different. Their opinion on 
many things are different. Yet Mr. Leblanc and I have been able to 
work together almost as father and son. This relationship has made 
me better understand and appreciate the Frenchmen, and it has made 
Mr. Leblanc better understand and appreciate the Americans. 

I believe the 5-year extension of the Trade Agreements Act recom- 
mended by the administration should be considered a bare minimum. 

I am sorry the administration included a request for authority to 
raise tariffs, if it wished, to 50 percent above 1934. That represents 
a retreat in trade policy and certainly must be dismaying to the coun- 
tries with which we do business. 

Through freer trade and music it will be possible for the masses 
both here and in friendly nations abroad to enjoy a richer, fuller life. 
At the same time, as Americans, we must not seek luxuries without 
working for them, while depending on tariff protection and subsidies 
to do what we really should be doing for ourselves. 

Thank you. 

The Cuarrman. Are there any questions of Mr. Pascucci? 

If not, we thank you, sir, for coming to the committee and giving 
us the benefit of your views. 

Mr. Pascucct. Thank you. 

The CuatrmMan. Our next witness is Mr. Joseph M. Wells, Sr. 

Mr. Wells, please identify yourself for the record by giving your 
name, address, and the capacity in which you appear. 


STATEMENT OF JOSEPH M. WELLS, UNITED STATES POTTERS 
ASSOCIATION, EAST LIVERPOOL, OHIO 


Mr. Weis. My name is Joseph M. Wells. I am general manager 
of the Homer Laughlin China Co. of Newell, W. Va. I am speaking 
in behalf of the United States Potters Association with headquarters in 
East Liverpool, Ohio. 

The Cuamman. Mr. Wells, can you conclude your statement in the 
20 minutes we have allotted you ? 

Mr. Wetts. I am quite sure I can. 


24093—58—pt. 1—_—-91 











1446 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Jenxrns. I wish Mr. Wells would take enough time to identify 
more clearly the territory in which you have representatives, because 
you have a very wide representation. 

Mr. Wetus. The United States Potters Association has in its mem- 
bership manufacturing potters from the east coast to the west coast, 
concentrated very largely in the Central States—West Virginia, Ohio, 
and Pennsylvania. 

The Cuarrman. However, generally speaking, Mr. Wells, most peo- 
ple who engage in pottery activity belong to the association which you 
represent, do they not ? 

Mr. Wetts. Yes. The members of our association produce 85 per- 
cent of the semivitreous ware, so called, which appears in commerce 
records as earthenware, but which is only different in appearance 
actually from fine china in that it is not translucent. 

The manufacturers of fine china are represented here and will be 
spoken for by Mr. Torbert later on this afternoon. 

The Crarrman. I always understood that, generally at least, you 
speak the views of those engaged in the pottery business. 

Mr. We ts. That is so. And others than members of our associa- 
tion have asked that their names be included as being represented by 
my statement. 

It is our belief that our industry is suffering as much as any other 
from the administration’s complete repudiation of campaign promises 
that no legitimate industry would be harmed through operation of the 
Reciprocal Trading Treaty Act. 

Attached to your copies of my brief you will find a chart showing 
what has happened to the largest segment of our industry since 1947 
when we first started to feel the effects of imports after World War IT. 

This report covers operations of 20 of our members who manufac- 
ture more than 85 percent of the semivitreous dinnerware made in this 
country. This type of ware is labeled “Earthenware” in Department 
of Commerce reports, although its only obvious difference from fine 
china is its lack of translucency. Mr. E. L. Torbert will present a 
brief for the fine china branch of our industry. 

In referring to this chart, which is on the back of the copy you 
have there, you will note that only total sales are reported for 1957. 
Figures for the other columns were not available at the time this brief 
was written. However, I can tell you that the report for the first 
6 months of 1957 showed a net loss for these 20 companies, before 
income taxes, of $186,000. 

The columns that are important as indicators of what has been 
happening to the industry and its employees are Earnings After 
Taxes, Total Dozens Shipped, and Total Man-Hours Worked By 
Production Employees. 

Total wages paid and total sales show a decline of about 20 per- 
cent, which is small compared to the other columns. This is, of 
course, due to advances in wages and fringe benefits and the price 
increases necessary to cover at least a part of the resulting advance 
in costs. Please remember all this occurred during the greatest boom 
period in our country’s history when many industries, without import 
competition, were doubling and tripling their sales and payrolls. 

But note. if you will, the column covering Earnings After Taxes. 
From $4,150,000 in 1947 to $124,000 in 1956, with an actual overall loss 
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in 1954 of $1,100,000, and I can assure you the 1957 figures will be 
red. Of the 20 companies covered in 1956, only 7 showed a profit and 
13 showed a loss. 

Note, too, the loss in actual volume, under Dozens Shipped, of over 
33 percent—during those years of great prosperity. Also the most 
important figures on employment, under Man-Hours Worked. A re- 
duction of 12 million man-hours, or just about 50 percent. 

It is inevitable under these conditions, where employment has 
steadily decreased year after year and overall profits have practically 
disappeared, that some companies would be forced to the wall During 
the past year five of our members have closed up shop. Each of them 
had been long established in our industry and they averaged about 400 
employees. ‘Three of them were located in small communities where 
they were the largest employer. Another company, the second largest 
in our industry, has just gone through receivership, where it settled 
with its creditors for 50 cents on the dollar and has been out of pro- 
duction for about 8 months. During the preceding 2 years, 3 other 
good-sized companies went out of business. 

Now, by reference to the second sheet of statistics attached to my 
report, consider what has been happening in competitive imports dur- 
ing these same 10 years. 

lease note that total imports of china tableware increased more 
than 10 times and of earthenware tableware more than 5 times, or 
1,000 percent and 500 percent. Imports of china tableware from 
Japan increased 30 times or 3,000 percent, and earthenware from 
Japan increased 340 times, or 34,000 percent. 

To make sure we are being entirely fair, perhaps we should start 
the Japanese figures with 1950, when we know their production was 
back in full stride. Since then, their china exports to the United 
States just about doubled and their earthenware exports increased 8 
times or 800 percent. During that same period domestic production of 
earthenware tableware decreased 23 percent. 

No doubt could exist in the mind of any sane person how seriously 
we have been injured by successive duty reductions in competitive 
products that have occurred in trade treaties with five different 
countries. 

The producers of earthenware dishes have not made application 
under the escape clause; first, because no increase in duty we could 
have obtained would do any appreciable good. A return to the full 
statutory rates of the 1930 act would not begin to close the dif- 
ference in cost of production between our plants and those in Japan. 
And, second, in view of the history of such applications from other 
industries, we were quite sure that any recommendation in our favor 
from the Tariff Commission would be thrown out by the State 
Department. 

It must be quite clear to any one that our only hope for survival 
under any new trade bill is the establishment of a quota by the Tariff 
Commission that cannot be vetoed by the administration. We are, 
therefore, strongly in favor of the Davis bill, H. R. 10818. Under 
the quota provisions of that bill, imports would still supply a large pro- 
portion of our home market, but the terrific increase in imports from 
Japan would be slowed down and we should be able to supply a rea- 
sonable amount of employment for our thousands of employees who 
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have spent their lives in pottery work. Also, this bill, if properly 
administered, would enable the importers of dinnerware from other 
countries to hold their traditional share of our market which they, 
too, are rapidly losing to Japan. 

Right now my own company, which is the largest in the industry, 
has less than 1,400 employees on our payroll, and the average weekly 
working hours of those 1,400 are lessthan 24. We consider our normal 
employment as 3,200. 

We particularly resent the way American industry and labor is 
sold down the river by certain underlings of the State Department 
at the GATT conventions, without a possible chance to protest. Nor 
can any of our elected representatives to Congress make a single 
move to protect us. This in spite of the fact that it is their duty 
under the Constitution to regulate foreign trade. 

We strenuously oppose the State Department’s position that it, and 
it only, can decide that a small change in duty on a single commodity, 
that can save the jobs of thousands of American citizens, will so ad- 
versely affect our relations with foreign powers that those citizens 
must be sacrificed. 

We strongly urge that, should the Trade Agreements Act be ex- 
tended, there shall be included a provision that the Congress only 
shall have the final power to approve or disapprove any Tariff Com- 
mission recommendation for a change in tariff rates. Certainly the 
State Department would have the right to present to Congress its 
views on any such recommendation. 

I want to register a flat denial to the oft-repeated statement of pro- 
ponents of the bill that lower tariffs will increase employment in 
our country. It seems somewhat out of character for the present 
administration to be using a big lie technique, but there it is. It 
would seem to indicate they realize the weakness of their present 
position. 

This statement of the low tariff groups is obviously based on 
the weak and unproved premise that increased imports mean a cor- 
responding increase in exports. But presume for the moment this 
premise is true. Surely no one will try to deny the percentage of 
labor cost in the commodities we export is far lower than in those we 
import in competition with our own production. 

How often have you heard, Mr. Sadlak, the completely unverified 
statement that 4,500,000 people in this country are dependent on 
exports for their livelihood as compared to 100,000 displaced by im- 
ports? To reach the 41%4-million figure, they would have to include all 
the employees of the automobile industry, the electrical appliance 
industry, the business machines industry, the tobacco industry and 
probably all the cotton farmers, which is patently absurd. 

The honest and proper comparison would be between the man- 
hours of work required to produce a given dollar volume of exports 
and the man-hours of work displaced by an equal dollar volume of 
competitive imports. But such a factual and honest comparison you 
will never hear suggested by the low-tariff advocates, because it will 
show at least five times as much in wages would be paid to produce 
the displaced commodities as is paid for the production of the 
balancing exports. 
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As an example, $1,000 worth of chinaware, foreign value, imported 
into the United States is balanced by the Department of Commerce 
ae against $1,000 worth of exported cigarettes, American value. 

bor receives just about $100 in the production of the cigarettes. 

The foreign aioe $1,000 work of chinaware, costs the American 
merchant at least $2,000 delivered to his store. It displaces Amer- 
ican-made chinaware of the same or greater value. The wages paid 
for the production of this displaced American-made chinaware would 
be $1,300. So, the net loss to American labor on that exchange is 
$1,200. Or, to state it another way, American labor would have re- 
ceived 13 times as much in wages if we had not exported the cig- 
arettes nor mepeeies the chinaware. Yet that transaction appears 
as an equal trade in our balance-of-trade figures. 

Remember, gentlemen, that sort of figure, to greater or lesser de- 
gree, can be shown applying to the import of hundreds of items that 
compete with our manufacture. 

And the Secretary of our Department of Commerce says our 
alarming unemployment will be relieved by an increase of imports. 

While speaking of the Department of Commerce, a delegation of 
Japanese manufacturers of stainless steel flatware came to this coun- 
try a few weeks ago to protest a Tariff Commission recommendation 
for an increase in tariff on that commodity. 

Naturally they by-passed Congress and its agency, the Tariff Com- 
mission, and went to the Administrative branch, which is now in 
complete control of our tariffs. They called on Assistant Secretary 
of Commerce for International Affairs and “received assurances from 
Commerce Department officials of sympathetic consideration of all 
their arguments.” 

A little over a year ago I managed to get an appointment with 
the Assistant Secretary of Commerce for Domestic Affairs in order 
to find out if he had any suggestions that might prevent the pot- 
tery industry from going completely down the drain. After ex- 
plaining our situation to him, he said he saw no hope for us at all, 
and his only suggestion was that we get into some other business as 
quickly as possible. 

It is not very difficult to understand why we oppose having any 
employee of the administrative branch determine the duties on table- 
ware. 

There is one other statement that appears repeatedly in the writ- 
ings of the free traders—that the greater production per man-hour in 
the United States factories nullifies the difference in wage rates here 
and abroad. 

That, I want to flatly contradict so far as the pottery industry is 
concerned. 

Two years ago one of the officers of our company visited several of 
the more important potteries in Japan. With the exception of 1 
department out of 12, he found the methods used and the production 
per man-hour were fully equal to the more modern factories in this 
country and well ahead of our older plants. 

Other American travelers tell us the same conditions exist in the 
largest Italian pottery that was built after the last war—entirely 
with our tax dollars. Our best information indicates Italian wage 
rates are no more than one-fourth of ours. Japanese women pottery 
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workers get less than one-tenth the wages paid our women, and the 
men get about one-eighth of the earnings of our men. 

Gentlemen, we join all the other witnesses who have appeared be- 
fore you in the conviction that an expanding foreign trade is essen- 
tial to the welfare of our country. All our history shows that for- 
eign trade figures have followed almost exactly the degree of general 
prosperity we are enjoying. We can be really prosperous only when 
all our industries are operating close to capacity and employing the 
maximum number of people at American wage rates. And that con- 
dition can exist only when our production costs on thousands of ar- 
ticles are reasonable close to the laid-down costs of competitive ar- 
ticles from abroad. 

(The charts referred to follow :) 
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Composite report covering semivitreous dinnerware manufacturers, members of 
United States Potters Association 
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1 Loss. 





The Cuamman. Mr. Wells, without objection, the matters appended 
to your statement will appear in the record immediately following your 
statement. 

Are there any questions of Mr. Wells? 

If not, we thank you, sir, for coming to the committee and giving us 
the benefit of your views and those of the organization you represent. 
Thank you, sir. 
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Mr. Reep. I wish to congratulate Mr. Wells. I am always glad to 
hear you here. You are always welcome here, and you are very helpful 
to the committee. 

Mr. Weuts. I am very glad to see you and Mr. Jenkins still stand- 
ing up under the grind and continuing to appear in the same position. 

1 would like also to say for other people who have come here to 
express the same attitude as ours that they have been particularly 
kind in their expressions about the way they have been treated by your 
chairman Mr. Mills. 

The Cuarrman. Thank you, Mr. Wells. 

I am sure you will be pleased to know that Mr. Reed and Mr. Jen- 
kins are as valuable as any two men on this committee and that they 
are just as regular attendants at functions of this committee as the 
Chair is himself. They are always here. They are very valuable 
members of this committee. 

Mr. We ts. If their views would just prevail, then we would like it 
very much. 

The Cuarrman. They are very influential men. So do not discount 
the possibility that they do have some persuasive influence. 

Mr. Jenxins. I would like to say also that we have a very fine, 
young and handsome leader of our committee. He has proved him- 
self to be most capable, and is a tireless worker. 

The CHairman. Without objection, the committee will recess until 
1: 30. 

Mr. Stuhr will be the first witness at 1: 30. 

(Whereupon, at 12:30 p. m., the committee was recessed, to recon- 
vene at 1: 30 p. m., this same day.) 


AFTERNOON SESSION 


The committee reconvened at 1:30 p. m., upon the expiration of 
the recess. 

The Cuarrman. The committee will please come to order. 

The next witness is Mr. William S. Stuhr. 

Will you please identify yourself by giving your name, address, and 
the capacity in which you appear. 


STATEMENT OF WILLIAM S. STUHR, PRESIDENT, UNITED BOARD & 
CARBON CORP., NEW YORK CITY 


Mr. Stuur. My name is William S. Stuhr, chairman of the board 
and president of the United Board and Carbon Corp., a New York 
corporation, with paper board mills and carton plants located in the 
States of New York, New Jersey, and Ohio. 

Its principal office is at 2 Park Avenue, New York City. 

I personally reside in Weehawken, N. J. 

I sincerely appreciate this opportunity to be heard by this distin- 

ished committee on the trade agreements program, because I would 

ike to add my voice to the urgent call for economic statesmanship 
in connection with this program’s future. 

This statesmanship must prevail in the business community as well 
as in Congress and the administrative arm of the National Govern- 
ment. 
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It must serve our national interest both at home and abroad. That, 
it seems quite clear, is more imperative now than ever before. 

I say this as a member of the business community who has no spe- 
cific recommendations to make regarding details of the legislation, 
who, rather, urges only that there be a consistent, liberal trade pro- 

ram. 
. Our trade program by now has become an integral part of our 
foreign policy. It is difficult to see how we can cultivate friendship 
in other areas of international relations if we refuse to play ball— 
or play it reluctantly, with stipulations that are too stringent, when 
it comes to foreign trade. 

And that becomes a vital consideration now that Russia has openly 
launched a broad, powerful economic offensive, will shoot out another 
trade mission at the drop of an invitation, anywhere. 

I would like to say amen to the warning contained in a recent 
speech by C. Douglas Dillon, Deputy Under Secretary of State for 
Economic Affairs, before the Economic Club of Detroit. 

Mr. Dillon said the lasting significance of the sputnik lies, and I 
quote: 


In the fact that a nation with the industrial capacity to launch earth satel- 
lites is also a nation capable of sustaining a powerful economic offensive against 
the free world. 

He further said that while we recognize Russia as a great world 
military power, we have failed, and again I quote— 


to understand that it is also in process of becoming a great world economic 
power. 


I heartily agree with Mr. Dillon. Like it or not, we are con- 
fronted with a trade war with a powerful aggressor who is growing 
stronger steadily. We can choose to fight or not. Our chief weapon 
is our trade program, new legislation for which you are in the process 
of fashioning. 

I commend to you the recent words of your distinguished colleague, 
Congressman Boggs. He said, and I quote: 

I don’t know how the Soviet Union’s leaders propose to beat us in trade. 
But I would guess that they don’t count upon defeating us solely through their 
own efforts. They confidently reckon upon help from Americans to enable them 
to defeat America in the field of trade. They count upon us to try to hitch a 
19th century wagon to a 20th century star. They count upon us to put the little 
before the big, the particular before the general, the special interest before the 
national interest. They count upon us, in short, to help them in their task 
of destroying us. 

To those words of Congressman Boggs, I also say amen. The his- 
tory of this legislation gives the Kremlin considerable grounds for 
sa 5 expectations. 

But surely, gentlemen, we are not going to be that shortsighted, 
you here in Congress, and we of the business community. 

We suffered a psychological setback before the eyes of friendly 
nations when Russia became the first to launch a satellite. And we 
will suffer another setback if we tighten rather than loosen our trade 
terms with those countries that want, and need, to sell to us. 

We have launched a satellite, too, and certainly we are a Nation 
capable of sustaining a powerful economic offensive to keep free 
countries out of the Russian bear hug. 
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But there is one big difference. On orders from the high command, 
those Russian trade missions are out drumming up business. 

Many of the free countries the Soviet Union 1s wooing must trade 
to live. If they can’t do business with us, they will do it with Moscow. 

Moreover, many of those countries are sources of materials we must 
import—materials vital to our economy and to our military strength. 

If and when those countries fall into the Communist economic orbit, 
we will find those sources cut off. That, obviously, is part of the 
Kremlin design. 

No, a liberal United States trade policy is not altruism. It is sound 
foreign policy. It also is plain good business practice. If we are 
to export, we either must import from or subsidize our customers, as 
we know. Subsidization has lost favor in this country and, besides, 
those nations that are able to do so prefer to get their dollars from 
trade. And they naturally resent it when we restrict their imports— 
which also hurts us by restricting their ability to buy here. 

Because of diminished foreign buying, for several reasons, our 
exports declined markedly in the latter part of last year. And that is 
cited by authorities as one of the important factors in the general 
business slump. 

Undoubtedly the drop in exports has contributed to unemploy- 
ment, because foreign trade accounts for an estimated 7 percent of 
our total civilian employment. The Commerce Department estimates 
that production for export and the sale of imported goods provide 
for at least 414 million jobs. 

I might add that the effects of the decline in exports have been 
evident where I live, the largest port area in the world. There is no 
better vantage point from which to note the essential contribution 
that foreign trade makes to our economy. 

Those who ask you to reduce that trade through restrictive legis- 
lation are out of step with the American private-enterprise system. 
Its very essence is competition. That they would have you curtail 
where competition from abroad is concerned, to their advantage and 
to the disadvantage of consumers. 

We are all familiar with their arguments by now, which boil down 
to their inability to compete with imports and, wherever it can pos- 
sibly be brought in, their importance to national defense. 

National defense obviously is an overriding consideration, but the 
case has to be made for each product. 

As for competition, the present law provides ample protection in 
my judgment. 

As to the legislation itself, I believe that the administration’s recom- 
mendation for a 5-year extension of the act is a minimum necessity— 
it should be longer. 

I was sorry to see them include the request for discretional author- 
ity to raise tariffs as much as 50 percent above 1934 levels. While it 
might never be exercised, it still is a backward step in trade policy 
thinking and, if granted, would cast a continuing shadow over free 
world trade. 

But an extension of the act for at least 5 years is important. It 
would lend needed stability to the program, not only to trade itself, 
but also to United States overseas investment, which a liberal trade 


policy encourages. 
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A long-term extension also would put this country in a better stra- 
tegic position to deal with the new six-nation European Common 
Market. The countries involved hope to eliminate the trade barriers 
among themselves over a period ef the next 15 years or so. 

Those here who advocate a liberal United States trade policy con- 
tend our Government will need long-range authority to protect United 
States markets in negotiating with the European Common Market 
countries. 

Those then, gentlemen, are some of the reasons why this legisla- 
tion, when completed, must be the product of economic statesmanship. 
The overriding consideration, of course, must be the national welfare. 

Thus, it must be a national trade policy, designed in the interests 
of all the people. 

Thank you very much. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Stuhr, on page 2, in the middle of the page, you 
make a quotation and these are the words you are saying: 

They confidently reckon upon help from Americans to enable them to defeat 
America in the field of trade. They count upon us, in short, to help them in 
their task of destroying us. 

Would you please explain how they count upon us and who are 
“us” and what we are going to do to help destroy ourselves? 

Mr. Strunr. There are very many things on which they count, one 
of which I think is the subject at issue. I think that if we were to 
eliminate this law and fail to make an extension of the law, that that 
would be one of the ways in which they would destrey us. 

Mr. Mason. Now, Mr. Stuhr, I have heard it put just exactly to 
the opposite of that. I have heard that our foreign-aid program, 
which is bleeding us white and lowering our resistance and destroying 
our strength, and the fact that we have been turning over to these 
foreign countries a large part of our American market, that that in 
itself is destroying some of our industries and naturally would weaken 
us and in that way, then, they could maybe take advantage of our 
weakness in order to destroy us. 

Mr. Srounr. I think that argument would be much better put had 
it come before 1914 when we could isolate ourselves by the two oceans. 

But those days are gone. We have to know what our neighbors are 
doing whether we like them, or not. We cannot remain isolated. 

Now, if we do not allow anything to come into our country we can- 
not expect anything to go out from it. I mean one just exactly fol- 
lows the other. 

I think that we should recognize that many of the countries are 
practically infant countries although they have been established for 
many years. 

The methods which they have to use today and we have to use today 
to keep in communication with each other are entirely different than 
what they were, say, 40 years ago. 

Mr. Mason. Do you mean to say that by bleeding ourselves white 
with foreign aid and turning over part of our markets to cheap 
labor, from abroad, that that is going to strengthen us and prevent the 
Russians from defeating us in the final analysis? 

Mr. Strunr. I do not believe that we are bleeding ourselves white 
with the amount of money that we are spending over foreign aid. 
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After all, everything is proportionate and relative. When you con- 
sider the great amount of taxes which are required to be raised each 
year and you take from that, even if it were $4 billion, it still is a 
small amount in comparison to the total amount of money which 
the people of the United States turn into the Treasury each year. 

r. Mason. And the very fact that we are turning that much into 
the Treasury each year is destroying our economy. 

Mr. Srunr. I disagree with that and I say so with all due defer- 
ence because you have been on this committee for many years and I 
know that you understand all of the features, both pro and con, and 
Iam a taxpayer. 

I pay personally a pretty good tax and so does my corporation, and 
we feel that the money for foreign aid is money well spent until such 
time as the countries at least are stabilized and they are calmed down 
enough so that we can deal with them as we deal with people of our 
own kind. 

Mr. Mason. I used to think I knew a little bit about tax matters. 
I have said this, that neither General Motors nor Ford nor any of our 
large industrial setups could have built up under our present tax 
program and our present heavy taxes. 

It would make it impossible for a little fellow like Ford to grow 
up to be big because our taxes are such that they just cannot keep 
the money to expand with. 

Mr. Srunmr. I think our country has been probably the greatest 
example of help and assistance to the citizens. For example, even 
going back to the time of Hoover, who started, I think, the RFC, at 
that time it was supposed to be a terrible thing to spend all that 
money in order to try to rehabilitate some of the corporations which 
found themselves in very bad financial situations. 

Then President. Roosevelt came along and during the campaign 
criticized that. He said we ought to get back to a balanced budget 
and we ought to cut out all these things which are helping the little 
fellow in the United States. 

After he had been in office for a while, he found out that he had been 
misinformed and the little man had to be helped and the only way 
to help him was by having those who could help helping them who 
were in distress. 

Whether they could have had a different program, or whether there 
was a lot of money wasted in it, I do not know, I heard so from many 
sources. 

Nevertheless, whatever it was, we finally got out of the doldrums 
we were in. Westarted sailing smoothly again. 

Mr. Mason. The thing that got us out of the doldrums was the war. 
But at least, the RFC when it was established, was to aid American 
business and Americans and we used less money to do that, consid- 
erably less, less than half the money we have spent in aiding foreign 
organizations, foreign businesses, to get on their feet. 

r. Sruur. If Hoover could have had a second term maybe, and 
more money had been spent, maybe we could have gotten out of our 
depression—I don’t know. I am now speculating pretty much. 

he Cuarrman. We thank you, Mr. Stuhr, for coming to the com- 
mittee and giving us the benefit of your views. 

Mr. Eberharter will inquire. 
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Mr. Exernarter. For the benefit of the witness so he may not feel 
upset very much, I disagree totally with Mr. Mason’s viewpoint and 
I agree with yours. 

Mr. Srunr. Thank you very much. 

Well, I think it is viewpoints such as Mr. Mason has and that you 
have and I have, that really make this country as great as it is. 

The Cuarman. Thank you, sir. 

Our next witness is Mr. Edward L. Torbet. 

Although we recall your previous appearances before this commit- 
tee for the purpose of this record will you identify yourself by giv- 
ing us your name and address and the capacity in which you appear? 


STATEMENT OF EDWARD L. TORBET, VICE PRESIDENT, SYRACUSE 
CHINA CORP., SYRACUSE, N. Y. 


Mr. Torser. Mr. Chairman and members of the committee, I am 
E. L. Torbet, senior vice president of the Syracuse China Corp., divi- 
sion of the Onondaga Pottery Co., Syracuse, N. Y. 

I represent the American Fine China Guild, an association of manu- 
facturers of fine china table ware for household use. 

Our members, the masters of our art in this country, are listed at 
the close of this brief. 

(The material referred to follows :) 


MEMBERS, THE AMERICAN FINE CHINA GUILD 


Flintridge China Co., Pasadena, Calif.; Gladding, McBean & Co., Los 
Angeles, Calif.; Lenox, Inc., Trenton, N. J.; Castleton China Co., New Castle, 
Pa.; Haviland & Co., New York, N. Y.; Syracuse China Corp., division of Onon- 
daga Pottery Co., Syracuse, N. Y. 

Mr. Torser. We are here today to ask that any international trade 
legislation approved by your committee be so devised and worded— 

1. That the results of its proper administration will be equita- 
ble; and 

2. That prompt and reasonable relief will be provided to those 
segments of our domestic economy which may suffer from its 
improper administration. 

Our division of the United States chinaware industry has cause for 
making this request. We take this opportunity to bring to your atten- 
tion an almost incredible situation that has developed in the last 12 
years, unchecked by any legislation in effect during that period. 

Due solely to their advantage of low wages, foreign producers of 
lightweight china have captured over 90 percent of that market in the 
United States. 

In consequence, and bear in mind, we are discussing the most pros- 
perous era in our country’s history, domestic production has declined 
year by year. Dozens sold by American manufacturers in 1957 were 
fewer by 36.3 percent than in 1950. 

This situation, gentlemen, is not an accident of administration. 
The tariff on china fixed by the act of 1930 was little to no deterrent 
to foreign manufacturers, as our import statistics show. 

Nonetheless, agencies of our Government entrusted with the regu- 
lation of our commerce with other nations have whittled or slashed 
that inadequate protection on 14 occasions, most of them since 1948. 
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Nor is this situation the result of default by American producers. 
To my knowledge, the interests of our industry have been represented 
at every legislative hearing and every Tariff Commission and Com- 
mittee for eciprocity Information hearing involving our product for 
the past 30 years or more. 

We resorted to the escape clause in February of 1952, and were 
denied relief, even though the Tariff Commission acknowledged an 
absolute and relative decline in the domestic industry’s output, with 
respect to imports. 

We had an investigation initiated under section 336 in May of 
1952, to determine the differences in costs of foreign and domestic 
ware. The bulk of Japanese imports were still entering this country 
at that time with duties of 70 percent ad valorem and 10 cents per 
dozen pieces. 

The staff of the Tariff Commission found that: 

The rate of duty necessary to equalize the United States and Japanese costs 
of production of medium grade chinaware is 284 percent ad valorem based on 
foreign value, and 15 cents per dozen separate pieces. 

However, the majority of the Tariff Commission decided in 1954 
that we were not entitled to relief because Japanese ware was priced so 
low it was not competitive with like domestic production. 

Some 13 months after that Alice-in-Wonderland logic was intro- 
duced, and after the Tariff Commission’s statistics had been made 
available to the Committee for Reciprocity Information, the tariff on 
Japanese china was reduced to 45 percent ad valorem and 10 cents 
per dozen pieces. 

In 1956 the quantity of Japanese imported ware into the United 
States was 10 times that of our domestic production. 


It is our estimate that imports of apne china alone represent 


displaced employment in this country of more than 11,000 persons in 
just the act of manufacturing tableware. 

We are engaged in honorable enterprise. Using domestic materials, 
we employ American workers at American wage rates to supply a 
market we support and helped to create. The jobs and incomes of our 
workers must in all fairness be protected from 22 cents per hour 
competition. 

May I add, since being in Washington within the last day or two, 
I have been informed that that might be slightly higher than 22 
cents. 

Mr. Rrep. May I interrupt for a moment? 

You give the rate per hour for the Japanese. What is the rate per 
hour in your factory ? 

Mr. Torsert. Nine times that. 

Mr. Reep. I thought so. Thank you. 

Mr. Torsert. The use of tariffs to regulate the rate of imports is a 
difficult thing where our product is concerned and particularly under 
the most-favored-nation application. 

We wish to recommend that legislation require the imposition of 
quotas, in a case such as ours, so that domestic and foreign producers 
alike can plan on the share of the market each will supply. 

Having related a first-hand experience under trade legislation, I 
should like to make a few comments of a more general nature on this 
subject. 
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Subsection (a) of section 350 of the Tariff Act of 1930 has as one 
purpose the expanding of foreign markets to be made available to 
those branches of American production which require and are capable 
of developing such outlets. 

Now, we know that in normal trade relations other countries can 
buy from the United States only by earning dollars through the sale 
of products from foreign sources in this country. 

When the welfare of our export industries is served by encouraging 
the imports of agricultural or manufactured goods already available 
here, this policy 1s clearly one of favoring one segment of our economy 
at the expense of another established segment. 

This, in our opinion, is a violation of the ethical principles on which 
our democracy is based. 

Studies and surveys made by Government and private agencies 
show, beyond doubt, that wages in other countries are lower than those 
in the United States. As between Japan and the United States, the 
differential is about 1 to 9. 

With reference to this, I raise two questions for your consideration: 

Is it morally proper to foster trade whereby a foreign worker is 
obliged to exchange as much as 9 hours of productive labor for 1 hour 
of United States labor ? 

When by an analysis of imports on a physical basis and man-hour 
content we find are importing up to 9 hours of labor in exchange for 
1 hour of United States labor, are we encouraging full employment 
in this country or something quite to the contrary ? 

At a time when unemployment in this country stands at close to 5 
million, and uncounted millions more are working less than 40 hours 
per week, we find our Government encouraging the flight of United 
States capital to foreign countries and guaranteeing such investments 
against loss by expropriation. Nosuch guaranty is offered to a United 
State investor in the United States. 

Further, we find United States capital and know-how being em- 
ployed abroad to produce goods which are shipped to this country in 
direct competition with United States facilities and products. 

In many cases, the owners of production facilities are engaged in 
the same enterprises at home and abroad and, by design or out of 
necessity, select that type of production for export—at home or 
abroad—which serves their financial interests best and not the direct 
interests of their United States employees. 

But what else could be expected from a trade policy as prodigal of 
our own economic needs as that which we now have in effect? This is 
the very policy that our present administration would extend and 
engrave even more deeply over our faltering prosperity. 

We have protested many times the maladministration of the Tariff 
Act of 1930, and of the Trade Agreements Act as it has been extended, 
and amended. 

The administering of these trade acts has not been in the sense 
intended by Congress, as we read the words of the authorizing 
legislation. ; 

Domestic industries and employment in them have suffered ex- 
tensively and inexcusably from the stultifying effects of careless and 
partial interpretation of trade legislation by the people who have 
been entrusted to dea) fairly in these matters. 
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But our State Department, apparently with the full sanction of our 
Executive, continues to act as it well pleases with respect to the inter- 
ests of our nationals. Where a potent segment of industry is harmed, 
we have seen steps taken to placate and split it off from the growin 
core of industry that is becoming increasingly subject to sorsesiadl 
competition. 

This is clear evidence of a determined course to divide and make 
impotent employers and employees engaged in legitimate pursuits in 
this country. 

I would describe as unethical the use of State and Commerce De- 

artment offices to encourage unofficial agreements between industry 
in this and foreign countries—on a unilateral basis—to control the 
volume of imports into the United States. 

We have legislation on our books to regulate trade equitably. But 
our State Department, instead of using these laws of the land prop- 
erly, abuses them and acts to aid in the formation of agreements in 
restraint of trade. 

Our ideal and the way of life contemplated by our Constitution are 
being impaired by the sort of handling of trade problems we have 
seen In our executive branch of Government since World War II. 

We appeal to you to take those steps needed to reestablish equity and 
a high sense of morality in our trade relations with other countries 
of the world. 

If I were to add any further word, gentlemen, it would be that 
we may want to think about the possibilities of the results of all this 
pressure for exports. 

These backward countries are rapidly moving forward and the 
formation of the common market in Europe may be the first indication 
that our invasion of foreign markets may be coming to an end. 

Let us look forward to the time when they have our know-how. Are 
they going to be satisfied with the conditions as they are at present, 
or is the invasion we have made of their homeland markets coming 
back to rise up and plague us ? 

Thank you very much, gentlemen. 

Mr. Reep. I would just like to congratulate my good friend. You 
always come here with a statesmanlike paper and we appreciate it, 
I know I do, very much. 

Mr. Torsert. We would not come unless we really needed to come. 

I have astounded many people when I say, “Do you realize that of 
all the china that was bought at retail in the United States last year, 
90 percent of it came from abroad 2?” 

Now, it ought to shock every man here. Ninety percent comes from 
abroad. 

Mr. Reep. That was a very fine statement, sir. 

Mr. Mason. Mr. Torbert, I would like to ask you a question or 
two. 

You have painted a very bleak picture of the situation that con- 
fronts the chinaware industry of the Nation. 

Mr. Torsert. Yes, sir. 

Mr. Mason. That same picture confronts the glassware industry, 
the bicycle industry, the potteryware industry, the cotton-goods indus- 
try, the clothespin industry, the flat-glass industry, and a lot of 
others—the same picture. 

Mr. Torsert. I realize that. 
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Mr. Mason. That statement leads up to this fact: 

We do maintain strict immigration-quota laws against cheap labor 
coming in and taking away jobs from American workers. We do that. 

But on the other hand, we are so inconsistent as to keep lowering 
our tariff walls and trade walls to permit the products of cheap labor 
coming in to take away jobs from American industry. 

Now, does that make sense, on the one hand keeping cheap labor 
out, and on the other hand bringing in the products of cheap labor 
to take away our jobs? 

Mr. Torsert. In my opinion that does not make sense and the very 
point you have emphasized I have presented in briefs before this 
committee over the years. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Esernarter (presiding). Mr. Simpson. 

Mr. Stmpson. To the extent that we encourage self-sufficiency by 
way of a common market or a strong local national economy among 
the freedom loving people of the world, are we not to that extent 
encouraging them to build barriers against our exports ¢ 

Mr. Torsert. Yes, sir; I think so, very much. 

Mr. Srwrson. As I envisage the European common market we are 
undertaking to have a group of our friends over there combine and 
do everything they can to impose a rigid, strong, healthy economy be- 
tween the Atlantic Ocean and potential enemies further to the east. 

Mr. Torsert. In other words, they want all the advantages 

Mr. Smrpson. To my way of thinking that means what they want 
to be able to make their own outomobiles, to make their own cameras, 
airplanes, chemicals, and so on. 

Mr. Torsert. That is what I meant by the invasion of these other 
territories. 

Mr. Srupson. I know you did. 

Mr. Torserr. Many years ago when this matter first came up for 
legislation we had what we called the craft industries and we pointed 
out then that there is such a thing as invading the other man’s terri- 
tory, and I think we have done it in many cases with our exports. 

Mr. Stmpson. But it seems to be a desirable thing to have these 
countries strong and self-sufficient, just as we have done in this coun- 
try up to the last 25 years, undertaken, No. 1, to look after our own 
economy first. 

Mr. Torserr. Yes, sir. 

Mr. Srvrson. I do not see that it does any good to cause unemploy- 
ment at home to provide jobs, No. 1, for a man in another country or 
to canse unemployment in your industry merely to provide a job for a 
man in the automotive industry. That does not benefit us, does it? 

Mr. Tornerr. No; it certainly does not. 

Mr. Sturpson. Is that not what we are doing today? 

Mr. Torsert. We are doing it and we certainly have a better chance 
to sell one of our automobiles to a United States pottery worker than 
toa pottery worker in Japan. 

Mr. Stmpson. Far better. 

Thank you, sir. 

Mr. Epsernarrer. Thank you, Mr. Torbert; we appreciate your 
appearance. 

Mr. Torsert. Thank you, sir. 

Mr. Exsernarter. The next witness is Professor Renoit. 
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STATEMENT OF EMILE BENOIT, ON BEHALF OF FRIENDS COMMIT- 
TEE ON NATIONAL LEGISLATION, WASHINGTON, D. C. 


Mr. Benorr. Mr. Chairman and members of the committee, my 
name is Emile Benoit. I am associate professor of international 
business at the Columbia University Graduate School of Business. 
I am speaking on behalf of the Friends Committee on National Leg- 
islation, 104 C Street NE., Washington, D. C., an organization whic 
seeks to represent many of the concerns of Friends but does not claim 
to speak for the whole religious Society of Friends whose democratic 
organization does not lend itself to official spokesmen. 

Ve support extension of the reciprocal trade program without 
crippling amendments for at least 5 years. 


ADJUSTMENTS TO TRADE LIBERALIZATION 


My presentation today will cover the objectives of trade liberaliza- 
tion, the special problems it encounters in a period of recession, new 
legislation required to facilitate adjustment to further trade liberali- 
zation, and specific recommendations for the future development of 
our trade-liberalization program. 


WHY LIBERALIZE 


The economic and political objectives of trade liberalization are 
well known and have been repeatedly presented to the Congress. I 
shall do no more than mention them. The main economic reason 
for freeing trade, as generations of economists have agreed, is that 
this leads to greater international specialization along lines of com- 
parative advantage and higher real incomes. Incidentally, this is 
just as true of unilateral as of reciprocal tariff reductions. 

The political objective is to strengthen the cohesion of certain 
nations which desire to act in political unity by tying them more 
closely together economically. Other witnesses will have sufficiently 
emphasized the continuing validity of these objectives in today’s 
world. 

What I should like to emphasize today, if you will permit me, is a 
third objective of trade liberalization, which is rarely if ever consid- 
ered but in my view is even more fundamental. It seems to me that 
Government policies can in the last analysis be satisfactory only if 
they coincide with our fundamental moral and spiritual convictions. 

Most of us subscribe to one or another religion which emphasizes 
the doctrine of human brotherhood as a central truth by which our 
daily lives should be inspired and directed. I do not, therefore, think 
it unbecoming or in any way farfetched to examine even as practical 
a problem as the tariff in the light of this teaching. 

So viewed, it seems to me, trade liberalization gains a new meaning 
and a new value. Protective tariffs seem, from this point of view, 
inherently repugnant in that they set up artificial barriers between 
man and man, and interfere with that free commerce in commodities 
which is, after all, a partial expression of human cooperation and 
mutual assistance. 
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Protective tariffs do violence to this principle. Their essential 
urpose is discriminatory. They make it difficult or impossible for 

Scalaains to sell to us, just because they are foreigners. I do not 
mean that all distinction between fellow nationals and foreigners is 
unjustifiable. 

Thus we might validly limit immigration, for example, to the num- 
ber we can properly support and assimilate. Or quantitative or ex- 
change controls might be justified if based on a genuine shortage of 
foreign exchange: It is not unjustifiable discrimination temporarily 
to refuse to buy from a nation whose currency one has exhausted. 

Discrimination consists not in avoiding all distinctions but in avoid- 
ing spurious, irrelevant, and unnecessary distinctions. Indeed, it is 
its ability to reach out across national and linguistic barriers which 
makes international trade such a precious means of human contact 
and cooperation—not only on a government-to-government but also 
on a business-to-business and person-to-person basis. 

Unless we have some insight into the spiritual meaning of liberali- 
zation, I think we will be quite unable to understand the great waves 
of resentment and disillusionment which have resulted ened from 
our tariff increases in recent years under various escape-clause actions. 

The point is that these actions of ours have not been interpreted as 
morally indifferent actions taken in pursuit of our legitimate economic 
interests. They have been viewed rather as a sort of betrayal, and, 
above all, as a rejection of friendship, a repudiation of some common 
bond of humanity that had been assumed to exist. When the United 
States raises a tariff under an escape-clause action, it appears to the 
foreigner to be saying, in effect: “We care, in the last analysis, only 
about ourselves.” 

“To avoid even minor inconveniences to ourselves we don’t mind 
how much trouble we cause you. We refuse to weigh your welfare 
and ours in the same scales. Since your trade for the moment is 
inconvenient, we renounce you.” 

Gentlemen, I think we make a big mistake when we wave aside these 
mounting protests abroad as mere petulance or settled anti-American 
attitudes. In “fact, many who protest loudest are most our friends. 
And the hurt they express is genuine. By these acts we have wounded 
the picture that they would like to carry of America. It is for this 
reason, above all, that I think we should basically revise our whole 
concept and procedure nder the injury escape clause. I will spell this 
out later. 

LIBERALIZATION AND RECESSION 


The Congress is considering a renewal of the reciprocal trade 
agreement legislation at a time of serious and growing economic re- 
cession. It is proper and necessary that it give full consideration to 
the possible effects of this legislation on unemployment and the general 
state of business. 

If I may be pardoned a historic reference, I should like to say that 
the anticipation of just such a situation as we face here today was 
very much in the minds of those of us who helped draft the Employ- 
ment Act of 1946. I was at that time representing the Labor Depart- 
ment in the technical committee which helped draft the original bill. 
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We were than much concerned that some future Congress might react 
to rise in domestic unemployment by reversing our trade liberalization 
policy and trying to keep out foreign goods, 

We realized that this would be a tremendous mistake. Such a policy 
could do little or nothing to improve overall levels of employment in 
the United States but its costs to United States political objectives 
might be extremely large. We therefore deliberately omitted refer- 
ence to tariff action as one of the instruments which the Government 
should regard as applicable in discharging its responsibility to main- 
tain high levels of employment and production. 

We felt, and subsequent events have confirmed this impression in 
my own mind, that we in the United States are quite capable of keep- 
ing our economy on a fairly even keel ourselves by wise monetary- 
fiscal policies. 

If we make mistakes and get ourselves into a mess, it would be both 
unwise and futile to try to cope with our unemployment by raising 
tariffs and so to speak “exporting unemployment.” Tariff polic 
changes are too slow-moving an instrument to act as a balance wheel. 
Competitive imports are too minute an element in the national economy 
to provide much leverage. And such a procedure, which in effect 
amounts to sweeping the mess under somebody else’s rug, is anyhow too 
irresponsible an approach for a great nation to take. 

These general considerations have peculiar relevance at the present 
time. American exports have outrun imports in the postwar period by 
many billions of dollars. This export surplus has been largely financed 
by foreign aid and overseas military expenditures which we look upon 
as temporary factors. 

Moreover, recently the rise in exports has greatly outstripped the 
rise in imports. Commercial exports rose by $3 billion in 1956 and $2 
billion in 1957, while imports rose by only $1.2 billion, and under a 
half billion dollars, in those 2 years. This trend produced a dollar 
deficit of $300 million last year in the world’s overall payment balance 
in the United States. 

The world’s gold and dollar reserves are too small and too unevenly 
distributed for such a trend long to persist. In such a situation, other 
nations must inevitably cut back on their purchases from us pretty 
promptly. In fact, our exports are now declining. 

There is already growing unemployment in most of the industries 
which do the exporting, which'ineidentally are by and large the same 
industries that produce for domestic markets. 

Thus we have landed in a situation where we have unemployment in 
the export industries, and every additional cut in our exports will pro- 
duce more unemployment. Furthermore, every dollar by which we cut 
imports from here on will probably cut exports by a like or greater 
amount. 

I conclude that efforts to restrict imports simply cannot significantly 
reduce unemployment. Allit can dois to shift unemployment from cer- 
tain import-vulnerable industries over to export industries. Frankly, 
this does not seem to me a very sensible thing to do—more particularly 
since the output per man is higher in the export industries than in the 
import-vulnerable industries. 
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ADJUSTMENTS TO LIBERALIZATION 





For reasons presented above I think we must persevere in our na- 
tional policy of trade liberalization. From here on, though, I think 
we will encounter increasing problems which will require a somewhat 
new approach. Tariffs have been substantially reduced since the start 
of the reciprocal trade agreements program, partly through the ne- 
gotiation of concessions in trade agreement, and partly by the effects 
of rising prices in conjunction with fixed dollar-and-cents specific tar- 
iffs. Yet all this had had remarkably little effect on our imports. Im- 
ports were 4.2 percent of gross national product in 1929; they were 3 
percent at the start of the program when we were in deep depression; 
they are still 3 percent. 

othing we have done so far has lead to any increased sharing of our 
market with foreigners. Four reasons suggest themselves for this 
phenomenon : 

First, the duties which we cut were mostly excess duties over and 
above what was really necessary to provide protection. 

Second, United States industry “ been improving its productivity 
more rapidly than its competitors, so that the amount of duty it needs 
in order to be protected has been declining more rapidly than the tariff 
rates. 

Our experience in third markets tends to confirm this impression. 
wy and large, most United States goods have had little difficulty in 
selling over foreign competitors when adequate dollars are available 
to buy them. 

Third, the United States has been successful in partly displacin 
formerly important imports such as natural rubber and natural silk 
by the development of synthetics and substitutes. 

A fourth reason, but this would be a comparatively minor one, is 
that our peril-point and escape-clause programs have prevented us 
from making or retaining concessions which would greatly increase 
the flow of imports. 

In any case, tariff reductions have now been carried to a point 
where we are clearly going to experience more and more difficulty in 
finding any rates to cut which will not risk provoking a substantial 
inflow of imports. We are going to look pretty silly internationally 
if we can’t find any worthwhile tariffs to negotiate about, or if half 
the concessions we make have to be reversed in a few months, once 
the impact of the imports on the domestic competitors can be regis- 
tered, or if we find ourselves making more upward revisions under 
escape clause actions than new tariff cuts under our reciprocal trade 
agreement negotiations. 

Aside from any humorous aspects of the matter, I believe this is a 
practical and immediate problem for the United States in connection 
with the formation of the European Economic Community or so- 
called common market, where we sell about 3 billion dollars worth 
of our goods. 

There is no question that the common market will increase the 
amount of tariff discrimination against our exports. For example, 
the tariffs on most of our exports to Germany and the Benelux coun- 
tries will rise, giving them greater protection against us. The tariffs 
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on our exports to France and Italy will mainly fall, but by much less 
than the tariffs applied on German or Benelux exports to those coun- 
tries. Hence, we will be competitively disadvantaged both ways. 

Our only chance to reduce the degree of discrimination from which 
our exports will suffer is to negotiate tariff cuts in the general ex- 
ternal tariff which the common market will apply. Since these con- 
cessions will be very valuable to us, we will seule have to have some- 
thing worthwhile to offer in exchange. 

Moreover, since the concessions we get on our side will be so val- 
uable to us, we will not be able to adopt as free and easy an attitude 
about withdrawing concessions under escape clause actions as we have 
in the past. We will have to realize that withdrawing of our con- 
cessions will provoke a withdrawal of concessions by our trading part- 
ners and that we will stand to lose at least as much as we gain. 

Before leaving this subject, I should like to point out that the 
common-market treaty contains a list of items called list G, on which 
the external tariff will be subject to specific negotiations. 

This list contains a number of items of considerable significance 
for American exporters, as, for example, various animal fats, petro- 
leum and petroleum products, various chemicals, synthetic rubber, 
wood and wood products, aluminum and other nonporous metals, ferro 
alloys, automobile, marine, and airplane engines and parts. 

Monotiations on these items will be greatly affected by the kind of 
concessions which the United States can offer and the extent to which 
we can make our concessions stick, once they are made. 

All of this points, in my view, to the need for a thorough change 
in our whole approach to the injury problem. The reciprocal trade 
agreement program as it has existed from the beginning has rested 
on the premise that tariff concessions had to be made in such a wa 
as to avoid injuring any American industry. I submit that this 1s 
a basically unrealistic point of view. 

If trade liberalization is to accomplish its purpose of increasing 
international specialization and interdependence, it cannot avoid oc- 
casionally injuring an American industry which cannot withstand 
foreign competition. The cost of specialization is ceasing to do the 
things one does least well. 

If we accept the necessity of risking injury to an industry, how- 
ever, there is no need to assume that we have to injure individuals. 
It does not seem right that individuals should have to suffer for a 
change in a settled and long-established policy, even if that policy 
had previously given them special advantages. I am not arguing 
here the question of expediency. 

Obviously, there will be less resistance to trade liberalization if it 
isn’t carried through in a way that ruins a lot of people. I am dis- 
cussing just the morality of the question. We require the Govern- 
ment to pay full compensation if it condemns a man’s land in order 
to use it for a public highway. 

Similarly we require the Government to compensate a private 
contractor if he experiences losses by virtue of a premature termina- 
tion of a Government contract. It seems to me that a change in public 
policy from one favoring diversification and economic independence 
to one favoring specialization and economic interdependence involves 
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similar issues of governmental responsibility to private parties; and 
that these parties should not be made to suffer the losses involved in 
making the change. 

What all this points to, it seems to me, is a pay of Government 
assistance to person injured by tariff concessions. Obviously, imple- 
mentation of such a policy in a fair and responsible manner would be 
a big and difficult ‘ob, and that is one reason why many people have 
backed away from the whole idea. I don’t think, though, that we 
can always go on running away from our responsibilities just because 
implementing them will offer difficulties. 

en you think of the administrative difficulties we overcame in 
setting up the Social Security System or the regulation of securities 
markets i the Securities Exchange Commission, or the planning of 
agricultural output in the Agricultural Adjustment act, for example, 
this does not look so difficult after all. 

Two bills are ponies before this committee which seem to me to 
run along generally right lines and to involve a constructive and sen- 
sible approach—H. R. 9505, by Mr. Eberharter, of Pennsylvania, and 
H. R. 1105, by Mr. Donohue, of Massachusetts. The net cost of the sort 
of program envisaged by these bills would appear to be very modest. 
Additional payments of unemployment compensation to displaced 
workers would be largely offset by savings in unemployment-insurance 
payments in the export industries. Loans to displaced industries would 
ultimately yield interest payments. Accelerated depreciation allow- 
ances world be largely offset over time by increased tax returns from 
the expanded and more prosperous industries into which the displaced 
firms would migrate. 

Provisions of this sort are not entirely without precedent. 

In the Rome treaty setting up the European Economic Community, 
chapter 2 of title III calls for the establishment of a European Social 
Fund which will cover 50 percent of the expenses incurred by a member 
state in retraining or resettling of workers unemployed by reason 
of industrial changeovers, or payment of unemployment benefits up to 
100 percent of former wages to such workers. 

Similarly, title IV calls for the establishment of a European Invest- 
ment Bank contributed to by the member states, which will make indus- 
trial loans in part— 
for modernizing or converting enterprises, or for creating new activities which 
are called for by the progressive establishment of the common market * * *. 

These institutions are designed largely to help local industries to 
adjust to the intense competition from aie European imports which 
the common market will unloose. 

Moreover, in the predecessor organization, the European Coal and 
Steel Community, similar provisions have for some time been in actual 
operation, and we have actual experiences from which to learn. 

As of April 1957, the Coal and Steel Community had made available 
$10.5 million for measures of readaptation under section 23 of the Coal 
and Steel Community convention. The necessary adjustments have 
been made with relative ease, owing, in part, to the continuous growth 
in the demand for coal and steel since the inception of the community. 
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THE SIZE OF THE ADJUSTMENT PROBLEM 


The extent of the adjustment that would arise from admitting a 
larger amount of competitive imports into the United States is not 
nearly as great as usually assumed. The Bureau of Labor Statistics 
estimated, based on the analytic work of Dr. Howard Piquet, that the 
maximum displacement, even if all tariffs were temporarily suspended, 
would be under 200,000 persons. 

Permanent elimination of tariffs might, it has been thought, double 
the size of the adjustment problem. Even so, the number of workers 
having to shift jobs under this assumption would be no more than one- 
half of 1 percent of the labor force. ' 

We are clearly not considering anything that would revolutionize 
our economy. We are talking about something that is marginal for 
the economy as a whole, though central to the particular grou 
affected in the United States oat crucial also to the foreign countries 
immediately affected. For example, when we raised the tariff on 
Swiss watches in 1954, we benefited a domestic industry responsible 
for one-fiftieth of one percent of United States production, but dam- 
aged a Swiss industry which employs 10 percent of the Swiss labor 
force, and accounts for half their exports to the United States. 

The adjustments required for the United States economy to absorb 
more imports are very smal] and the ultimate benefits to ourselves 
are considerable, not to speak of the benefits for other countries in 
whose welfare we are keenly interested and have heavily invested. 

I should like to point out also that there are some interesting busi- 
ness trends on foot which may significantly reduce the difficulty of 
the adjustment for the businesses involved. One is the trend to switch 
over to the import business when domestic products cannot compete 
with imports. 

For example, a subsidiary of the American Machine & Foundry 
which produces 10 percent to 20 percent of all United States bicycles 
went strongly into the import business when hurt by import competi- 
tion and ended by marketing a third of the British bicycles sold in 
the United States. 

Another important trend is for American capital and know-how to 
go overseas to do the production. The movement is assuming giant 
proportions. 

In the single year of 1956 United States direct investment abroad 
rose by $3 billion to a total of $22 billion. When we discriminate, 
let us say against Venezuelan oil imports, we are probably discrimi- 
nating against the product of one of the largest leuntiou corpora- 
tions, the Creole Co., the great subsidiary of the Standard Oil Co. of 
New Jersey. 

I suspect that an increasing number of United States companies 
which are being hurt by foreign competition will take their capital 
and know-how to go into production abroad—often in partnership 
with the foreign producers. In so doing, they will improve their own 
rate of profit, they will strengthen the economies of our free world 
neighbors, and they will help the United States consumer to get a 
better and less expensive product. 

This trend will be strengthened if we allow these products of United 
States capital, technique, and management know-how to reach United 
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States markets. United States constitutes 40 percent of the markets 
of the free world. Leaving it open to imports will vastly improve 
the outlook for United States foreign investments. 


SUMMARY AND RECOMMENDATIONS 


1. For spiritual as well as practical economic and political reasons 
we must persevere with our settled national policy of trade liberali- 
zation. 

But we must now revise this policy so that it can be more efficiently 
pursued. As an absolute minimum, it would seem essential to extend 
the present program without crippling amendments for at least 5 
years. 

2. In particular, we must abandon the concept that trade conces- 
sions should not be made—or if made should later be reversed—when- 
ever they threaten or bring about injury to an American industry. 

3. Instead, we must design mechanisms, probably along the lines 
of H. R. 9505 and H. R. 1105, which would help individuals who are 
injured by trade concessions to make a readjustment with as little 
damage to themselves as possible. 

4. This would make it unnecessary to grant the President the 
authority to raise duties up to 50 percent over the 1934 level in case 
of a Tariff Commission determination of injury as now proposed. 

We believe this provision would open the door for substantial tariff 
increases going counter to the whole liberalization objective. In- 
stead, the determination of injury should set in motion adjustment to 
assist injured employers, workers, and communities. 

5. We favor as wide an area of Presidential discretion in the tariff 
field as is compatible with congressional authority under the Con- 
stitution. 

The President is best informed on the international interests of the 
United States, and best situated to weigh these interests against 
domestic interests where they conflict. 

6. We feel that the broad purpose of the reciprocal trade agreement 
program should be restated to— 

(a) eliminate the notion that the primary purpose of the pro- 
gram is to expand opportunities for American exports; 

(5) give adequate emphasis to the desire of the United States 
to cooperate with other countries in a program for the expansion 
of trade and greater international interdependence; 

(c) permit the administration to make unilateral as well as 
reciprocal tariff reductions, and accept, where desirable, commit- 
ments of other nations, to remove other trade barriers, such as 
quantitative or exchange restrictions, or to improve the climate 
of foreign investment, or to make other adjustments, as a quid 
pro quo in negotiating trade agreement. 

The Cxarrman. Does that complete your statement? 

Mr. Benorr. That completes my statement, sir. 

The Cuamman, Are there any questions ? 

If not, we thank you for coming to the committee and giving us the 
benefit of your views. 

Mr. Benorr. Thank you, Mr. Chairman. 
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The Carman. Our next witness is Mr. Carl W. Gustkey. 
Mr. Gustkey, will you please identify yourself for the record, by 
giving us your name, your address, and the capacity in which you 
appear ? 


STATEMENT OF CARL W. GUSTKEY, IN BEHALF OF AMERICAN 
GLASSWARE ASSOCIATION, NEW YORK CITY 


Mr. Gustxey. Thank you, Mr. Chairman. 

My name is Carl Gustkey. I am president of the Imperial Glass 
Corp., Bellaire, Ohio; past chairman of the board of governors of the 
American Glassware Association. 

The CuArrman. Mr. Gustkey, can you complete your statement in 
10 minutes which we have allotted to you? 

Mr. Gustxkey. I believe I can. 

If you and the gentlemen of the committee will realize that I will 
skip and in skipping I will interpolate to some extent in order to con- 
nect the statement. 

The Cuatrman. Your entire statement and the appendices will ap- 
pear in the record. 

Mr. GustxeY. Thank you, sir. 

First, the American Glassware Association would like to agree 
wholeheartedly with the principles of the statement made by Joseph 
Wells and Edward L. Torbert that you gentlemen have listened to. 

Particularly we join with those two witnesses in what they had to 
say of constructive nature, but we will well deserved criticism directed 
both to the Department of State and the Department of Commerce of 
our Government. 

0 My name is Carl W. Gutskey. I am president of the Imperial Glass 

orp. 
lam estifying before your committee today on behalf of my com- 
pany with over 500 employees, and the manufacturing members of 
the American Glassware Association producing handmade, pressed, 
and blown table, stem, and ornamental glassware and for cutters and 
decorators of glassware. 

Cutters and decorators produce their own glassware items or pur- 
chase them in the form of blanks from other American producers. 
They are then cut and in other ways decorated and sold in the United 
States in competition with similar imported products. 

Attached to your copies of the testimony is an exhibit compiled b 
the United States Department of Commerce, in collaboration wit 
the Unied States Tariff Commission giving a comparison of ship- 
ments, imports and exports of glasswar for the years 1954, 1955, and 
1956. 

The 1956 dollar value of shipments, imports and exports, are the 
most recent statistics available to us on a comparable basis for hand- 
made glassware. 

Authoritative and comparable figures for 1957 have not been com- 
piled by the Bureau of the Census and therefore are not available this 
early in 1958. : 

For all practical intents and purposes, however, these figures will 
provide an accurate indication of the effect the Trade Agreements 
Act has had upon this industry. 
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The manufacturing members provide approximately 75 percent of 
the total dollar volume of shipments produced by handmade glass. 
ware manufacturers in the United States. 

So that there will be no confusion about the point of view of the 
industry, may I direct your attention to the following concise state- 
mens before offering specific supporting evidence: 

1. The industry recognizes a vacuum would be created were the 
Trade Agreements Act to be suddenly and wholly and completely 
terminated. 

However, the industry sharply opposes extension of the Trade 
Agreements Act in its presently proposed form. 

2. Tariff reductions on imported glassware under the present act 
have been mainly responsible for the severe economic plight of the 
industry. An extension of the act will place the industry in even 
greater jeopardy. 

3. We commend for your most serious consideration the study of 
the American Tariff League with its constructive conclusions and 
recommendations for a complete revision of the Trade Agreements 
Act. We recommend that the act be rewritten in accordance with 
these recommendations as soon as possible. 

Tariff rates under the present agreement are at such a low point 
and foreign labor is paid so little as compared to American glass- 
ware workers that the competition from foreign glassware imports 
is taking a substantial amount of the United States market away 
from domestic industry. 

Even worse, the prices at which the imported glassware is offered 
has driven the prices of domestic handmade glassware down to the 
point where profits have all but disappeared and companies are 
going out of business—6 of them in about the past 4 years with 
others at the point of following within the next few weeks. 

In support of these observations and, from exhibit A attached 
to your copy of this testimony, may we call your attention to the 
comparision of shipments, exports, and imports on handmade pressed 
and blown tumblers, stemware, and other table, kitchen, and art 
ware: 

(The material referred to follows :) 


A minus B Percent 
A Shipments imports to 
Shipments B for United shipments 
domestic Exports | States con- for United 
sumption States con- 

sumption 


. 201 |$26, 237, 799 
223, 904 | 26, 715, 096 
231, 353 | 30, 094, 647 


677, 458 | 83, 047, 542 | 19, 232, 141 


Mr. Gusrxer. In 1954 you will note the domestic industry fur- 
nished the domestic market roughly $26 million worth of handmade 
glassware. 

In 1955 it produced and sold to the domestic market approximately 
$27 million. 
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In 1956 approximately $30 million. 
We offer those figures as proof of the fact that our industry, though 
seriously damaged, is struggling hard to come with new ideas to invent 
new schemes and new products and seek new domestic markets in 
order to make every attempt to produce more sales dollars. 

Now, gentlemen, in those same 3 years imports rose from $514 mil- 
lion to $714 million on the specific identical items. 

The imports furnished 20.9 percent of the glassware consumed in 
America in 1954; 2314 percent in 1955, and 75 percent in 1956. 

According to the local paper yesterday morning here in Washing- 
ton, one of the local papers, the Department of Commerce has released 
preliminary figures that 1957 imports have set another record, higher 
than 1956. 

It is most difficult for the industry to recognize anything reciprocal 
about the present Reciprocal Trade Agreements Act when faced with 
the stark facts that in 1956 domestic shipments totaled $30,326,000, 
of which only eight-tenths of one percent, or $231,000, represents total 
exports. 

he ruinous competition under the act from imported ware con- 
tinues to intensify and to disproportionately outstrip the consump- 
tion trend until in 1956 $7,529,000 worth of imported glassware arti- 
cles competing with domestic production equals one-quarter of the 
shipments of United States glassware for domestic consumption. 

In 1956 the glassware workers in my own company lost 10 full weeks 
of work out of a possible 50 weeks, 20 percent or one-fifth of the year 
with no earnings. 

Last year in 1957, these same skilled people with an average age of 
52 years, lost 1214 full weeks of employment out of a possible 50 weeks 
in the year. 

As the head of our company, and also sitting in the chair of sales 
manager, I can assure you and can prove, if necessary by detailed 
studies, that the work reduction was a direct result of the loss of 
quantities of units we used to produce before we got into the present 
situation on reciprocal trade. 

This is only a part of the story. Normally healthy competition in 
markets throughout the United States has been sadly disrupted. Sub- 
standard living conditions of glassworkers in foreign countries per- 
mit the offering of competitive glassware at ruinously competitive 
price levels in the United States. 

Handmade glassware plants producing illuminating, scientific and 
laboratory glassware also have suffered under the act. 

Reductions in tariffs range from 70 percent, under the tariff act of 
1930, down to 2514 percent under the present extension of the act. 

These manufacturers make such products as electronic tubes, fire- 
warning lenses, lenses for shipboatd running lights, and many other 
engineered glass articles essential to the country in wartime. 

Approximately two-thirds of the total cost of making hand-made 
glassware is in the wages paid American workers. In making the 
following comparison we have included fringe benefits in both Amer- 
ican glassware workers’ wages and in the wages of foreign workers. 

In the latter instance fringe-wage factors have been accepted for 
use from the United States Department of Labor. 
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In December of 1956, the average wage of American skilled and un- 

skilled workers was $2.23 per hour. The most recent earni 
hour of foreign glassworkers and, in certain instances, related indus. 
tries shows Japan pays male and female workers an average of about 
30 cents. 

France, in glass, ceramics, and construction materials, 54 cents to 
71 cents. 

West Germany, males in the glass industry, only, 64 cents. 

Italy, in the glass industry only, males and females averaged 60 
cents. 

Belgium male workers in nonmetallic minerals including glass, 56 
cents. 

Sweden, in the glass industry only, males average 92 cents. 

And in the United Kingdom, glass-industry males received 83 cents, 

Costwise, these wages show a tremendous advantage over the aver- 
age $2.23 per hour paid by the glassware industry in the United 

tates. 

Low wage scales, resulting in low-cost foreign glassware, also have 
been responsible, in the main, for the exclusion of American-produced 
items from foreign markets. 

The wage scales in the United States do not permit the manufac- 
turers to sell their products in competition with foreign glassware in 
other countries. on in our own hemisphere, American manufac- 
turers cannot compete for a part of the South American markets. 

Today we can ship our merchandise into Canada and Cuba onl 
and in smaller and smaller quantities month after month as they al 
sources elsewhere—more in line with their thinking and their own 
manipulation on foreign trade. 

For all practical intents and purposes we are shut out of forei 
markets and the reduction of tariffs in this country is gradually 
turing over our own domestic markets completely to foreign interests. 

Aggravating this competitive advantage are the supports given 
foreign industry through tax remissions, exemptions from taxes and 
the underwriting of foreign credit which, from a practical viewpoint, 
is subsidation. 

This varies in importance from country to country, but undoubtedly 
such subsidies are taken into consideration in arriving at the low com- 
peter prices of their products for sale in both our domestic mar- 

ets as well as in foreign markets. 

The statistics to be given presently prove, for all practical intents 
and purposes, we are shut out of foreign markets, and the reduction 
of tariffs in this country is gradually turning over our domestic mar- 
kets to foreign interests. 

Since we cannot compete in foreign markets—we are losing our 
domestic markets and we have been unable to secure relief so well de- 
served—does it not follow the industry is in the most serious danger 
of being legislated out of business if the act is further extended ? 

Still another aggravation in our dilemma is dumping. The Treas- 
ury has been unable to confirm that dumping of competitive hand- 
made glassware has occurred owing to the circumvention employed 
by foreign producers who contend the ware has not been freely offered 
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for sale in the country of origin just because it is merchandised there 
through jobbers and wholesalers. 

Here is another indication that imports regulations need a complete 
overhauling. 

Exhibit B, attached to your copies of this testimony, is a graph of 
handmade glassware dollar shipments compared to economic trends. 

We have used 1952 as the base year and have charted the graph 
curves on the basis of percent increase, or decrease from that year. 
Therefore, these curves are comparable. 

It is significant to note that in 1956 the industry’s dollar value of 
shipments had risen on 3.6 percent since 1952. Domestic price in- 
creases each year to cover rising wage scales have inflated the dollar 
value and resulted in depressed unit volume in competition with low- 
priced imports. 

On the only basis available, dollar value of imports of competitive 

roducts has increased 54 percent in 1956; the gross national product 
a increased 19.4 percent and even the population has increased 7 

reent. 

In 1953 when shipments had increased over 1952 by 1.9 percent, im- 
ports increased 10 percent. In 1954, when imports increased 33.5 
percent over 1952, the industry shipments declined 9.4 percent. 

Imports in 1955 leveled off somewhat but nevertheless continued to 
disproportionately capture a percentage of the total domestic market 
from American manufacturers. 

In 1952 the handmade glassware industry petitioned the Tariff 
Commission for relief under the “escape clause.” The final vote was 
split three to three. 

As there are six Commissioners, no majority opinion was expressed 
for the guidance of the President and no relief was granted. As pre- 
viously indicated, since 1952 several manufacturers either have been 
forced out of business or have seriously curtailed operations primarily 
because of import competition. 

The Tariff Commission within the past 2 years, in unanimous opin- 
ions, has found injury to the products of several industries but the 
President has overruled the Commission’s recommendations for relief. 

The extension of the present act will give the President authority 
to enter into still deeper tariff-cutting agreements. On the record, it 
is clear that the executive branch proposes to do just that. 

It is equally clear that industries like the glassware industry cannot, 
with any degree of certainty, depend upon receiving relief under the 
“escape clause” although conclusive injury may be found by the Tariff 
Commission. The industry finds this situation highly objectionable 
and we urgently recommend the Congress restore its authority over 
the trade and commerce of the United States as provided in the Con- 
stitution. 

We also recommend that when the ‘Tariff Commission has investi- 
gated industries and found they have been injured or threatened with 
injury, the Commission’s recommendations for relief be final. 

So that there may a majority determination in such cases, we fur- 
ther recommend the Commission be composed of 7 rather than 6 
Commissioners. 
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In the Chief Executive’s special message to Congress, the President 
stated, and we quote: 


We must recognize that the growing capacity of the Soviet Union in the eco. 
nomic field, their advances in technology and industrialization, together with 
their continuing repression of domestic consumption, enable them to supply, 
better than ever before, the machinery, manufactures, and other goods which 
are essential to the economic life of many countries. 


He added: 


This challenge in the economic field cannot be ignored without the gravest 
risk to our way of life. This fact alone makes it imperative that previous 
positions be reexamined, and that particular interests be reappraised in the light 
of overriding national needs. 

Of course we recognize that Communist Russia is making advances 
and that it is able to supply goods better than ever before that are 
essential to the economic life of many countries, but we disagree 
heartily with the implication that industry must be expected to com- 
pare with suppressed, or perhaps even slave labor in Russia and its 
satellite countries. 

Industry must have a profit to survive and, in industries like the 
handmade glassware industry, where two-thirds of the manufacturing 
cost of the product goes to de support of the laboring man, how can 
such industries expect to compete with products produced at sub- 
standard wages made in Communist countries and other low-wage 
countries abroad. 

We suggest this implication is tantamount to saying we must lower 
the American’s standard of living to that. of competing foreign coun- 
tries paying wages at a level far inferior to the wages of our workmen. 

We appreciate that the President and the State Department must 
cope with problems of great complexity in the world of economic 
trade as related to the national interest but there is an irreducible 
minimum point to which tariff cutting can go before dangers to the 
economy became apparent. 

We suggest that point has been reached and that the “grave risk” 
mentioned by the President refers to the American standard of living 
when he speaks of the “grave risk to our ‘way of life.” The decline 
of the stock market and increasing unemployment significantly points 
to the risk the country is facing. 

Those of us in the grassroots involved’ with the problems of indus- 
try, and before our fires in the evenings and in the homes, have felt 
for many, many years, as we once before testified to you, that Russia 
would never send atomic missiles our way, nor direct the atomic 
power to our destruction until they had exhausted every possible 
effort to win by bankrupting our Nation. We believe they have made 
headway and we think that the repression of American industry and 
the distress caused American industry is further achievement that 
they can be proud of. 

The act, as proposed, we firmly believe will speed the risk if any 
tariff-cutting authority is given the President. It will serve to com- 
pound the fracture of the glassware industry by turning over to 
foreign interests an even greater percentage of the domestic market 
upon which it must depend for its very existence and upon which its 
workmen must depend for their bread and butter. 
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It will be most gratifying to the industry if by our testimony we 
may have brought forcefully to the attention of the committee that 
there are industries which can be and are being injured seriously by 
the Trade Agreements Act as it presently exists and as it is proposed 
for extension. 

The industry is not averse to competition from imported glassware 
if the prices at which it is sold in our markets is based on comparable 
labor rates and the standard of living of glass workers in the United 
States. 

It also would favor trade with foreign countries on the basis of fair 
reciprocity. 

However, the facts which we have offered here compel us to appeal 
to you as our country’s representatives to do everything possible to 
rectify the injustices inherent in the present Trade Agreements Act 
and as proposed for extension. 

The country’s trade-agreements program needs to be completely 
reappraised and revised and the same is true of our tariff structure 
which has become seriously outmoded. 

We reiterate our recommendation that you give the most careful 
consideration to the 13 recommendations stated in the American 
Tariff League’s study, entitled “The United States in World Trade,” 
and, wherever they may apply to the act and tariff structure, they 
be used as the basis for revision. 

Adoption of the league’s recommendations will substantially re- 
move present inequities and thus greatly aid the handmade glassware 
industry, and others having been similarly injured, to compete with 
imports at fair price levels in the market. 

(The material referred to follows :) 
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Our country is the first trading nation in the world today with the 
near destruction of all the craft industries in our Nation and severe 
harm, increasing weekly, to many of the mass- production efforts. 

In America the day of reckoning ishere. Our Samaritan aid has cost 
us domestic trade and continues to harm our domestic trade. 

Creating damaging competition and deliberately eliminating thou- 
sands of well-remunerated jobs in our land, it is time, yes, past time, 
7 the Congress of the United States to resolve to act to protect Amer- 

‘an jobs and to no longer countenance deliberate acts of sabotage to 
hietoan industry. 

Thank you, Mr. Chairman. 

The CuarrMan. Are there any questions 

Mr. Srupson. You agree with me, sir, that it is a completely inade- 
quate answer to the problem to suggest that Government put these 
unemployed persons on relief, allegedly to train them and move them 
to some other part of the country to find some other type of work 

Mr. Gusrxey. I have always agreed with you, Mr. Simpson, on that 
statement. 

Mr. Srareson. I am glad to note that we have agreement there. 

Mr. Gusrkery. We certainly have. 

Mr. Stupson. I will not belabor it except to say that I recognize that 
if this bill is to become law at all, you should have adequate protection 
for any industry which seeks relief under the escape clause or the 
national defense area wherein the agency recommends that relief, that 
it be automatic unless the Congress itself determines some other method 
should be followed. 

Mr. GusrKry. We agree with that thought. 

Mr. Stuprson. That is all I have. 

The Cuatrman. Mr. Reed will inquire. 

Mr. Reep. Mr. Gustkey 

Mr. Gusrxry. Yes, Mr. Reed; it is good to hear your voice again. 

Mr. Reep. Thank you, nice to see and hear yours. 

You have made a fine statement. I would like to ask you how old 
is the American glass industry ? 

Mr. Gusrkey. I am happy that I can answer that question, I hope 
effectively, rather dramatically. Almost to the very day American 
glass industry is 350 years old. It is the first industry that was estab- 
lished in America by English- speaking people. 

It began at Jamestown under ¢ Capt. John Smith’s general supervision 
when the second supply landed about April 13, 1680. 

Mr. Reep. Did not your industry ask for escape-clause relief some 
time ago? 

Mr. GusrxKey. Yes, sir; we did. In 1952 and 1953, we made appli- 
cation for relief under the escape clause. 

It was a split decision, 3-38. The vote was 3-3. It received no 
favorable consideration at the White House. 

Mr. Reep. You said that you represented in your industry 500 em- 
ployees ? 

Mr. Gusrxey. My own company. 

My associate and myself in the American handmade glass industry 
should have employment on our payrolls today of approximately 
10,000. 
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Mr. Reep. Is the glass manufacturing industry such that an em- 
ployee so trained, when he arrives at the age of 40 or 50, can suddenly 
be catapulted into some other job? 

Mr. Gusrxey. Mr. Reed, I have never thought that the skilled glass 
worker could be trained within a reasonable degree of success for 
another job. I say the same thing about a skilled craftsman that 
works with his hands in making any type of product, particularly 
after he reaches a point past midlife. 

Our average age in our own factory is 52. 

Mr. Reep. There has been testimony here, and before the Randall 
Commission, that if some industry here is less efficient than the foreign 
industry and cannot sell their products to our consumers as cheaply 
as foreign industry, they ought to go out of business, and we just pick 
those men up and move them to another place. 

Mr. Gusrxey. Mr. Reed. we have been told that by Government 
agencies for 20 years and they have put it in writing. 

We can testify to the fact that that is their philosophy. 

Mr. Reep. Well, it is ridiculous. 

Mr. Gusrxey. It is ridiculous. 

Mr. Reep. I do not like to repeat it too much, but I do want it driven 
home in testimony. I have traveled through the States of Pennsyl- 
vania, New York, and some of the other States by automobile. You 
come to very fine communities, hundreds of them, pass through them 
and you wonder what they live on. 

In some places they farm the area. Then you see a smokestack 
in a valley close by and that is supporting that whole town. 

I have cutlery in my own congressional district, another important 
industry. When they get competition from abroad and put them out 
of business, away goes the swimming pool, away goes everything and 
you have a ghost town. 

We have had testimony here to the effect, in Maine, in different 
States, there are ghost towns. The people are drifting elsewhere; it 
changes from their whole mode of life. Im many cases they are not 
providing for their children as they should be and sending them to 
college. Their plans have been all revised as a result of importation 
of cheap products from abroad. 

I think we are entitled to protection. I think the hundreds of 
thousands are entitled to protection, adequate protection, so that they 
can enjoy their high wages and develop the purchasing power that 
has made our country great. 

I am so glad you are here. I appreciate your testimony. 

Mr. Gusrkey. Thank you, sir. 

The CHarrman. We thank you, sir, for coming to the committee 
and giving us the benefit of your views. Thank you, sir. 

Mr. Gusrkey. Thank you. 

The CuarrmMan. Our next witness is Harry L. Lourie. Will you 
please give us your name, address, and capacity in which you appear. 
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STATEMENT OF HARRY L. LOURIE, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORTERS, 
INC. 


Mr. Lourre. My name is Harry L. Lourie. I am executive vice 
president of the National Association of Alcoholic Beverage Import- 
ers, Inc., 700 National Press Building, Washington, D. C. 

This association is a trade association whose members are respon- 
sible for importing into the United States between 80 and 85 percent 
of distilled spirits and wines so imported. 

This association has appeared at previous hearings with respect to 
legislation involving the trade agreement program of the United 
States. 

We strongly favor the continuation of the program. 

We are offering no specific recommendations to any of the provi- 
sions set forth in H. R. 10368. 

We desire to remind the committee of the unusual situation which 
arose with respect to tariff rates on potable alcoholic beverages be- 
cause of prohibition. 

Until 1918, no internal revenue taxes were collected on imported 
alcoholic beverages. Apparently the tariffs consisted of two elements: 

1. To take care of the internal-revenue tax collected on similar 
domestic wines and spirits ; and 
2. An additonal element as a protective tariff. 

In the Tariffs Act of 1913, the tariff on distilled spirits of all types 
and kinds, such as whisky, brandy, cordials and liqueurs, gins, rums, 
and so forth, was $2.60 per gallon. 

The internal revenue tax at the time was $1.10 per gallon, leaving 
an effective tariff rate of $1.50 per gallon. 

In 1918, as a war measure, the Congress adopted a revenue act in 
which the internal-revenue taxes applying to wines and spirits offered 
for consumption in the United States were applied to imports of these 
items. 

However, there was no internal-revenue tax provision in the case 
of imported beer. 

In 1920 came prohibition. Under the existing laws during the pro- 
hibition period, no imports of alcoholic beverages could be withdrawn 
for consumption in the United States except for medicinal use. 

As a result, the Tariff Acts of 1922 and 1930 carried extremely 
high-tariff rates for alcohlic beverages in addition to the internal- 
revenue taxes. 

Thus, when prohibition was repealed in December 1933, the tariff 
on all imported spirits, for example, was $5 per gallon, plus the in- 
ternal-revenue tax. 

Under the trade agreement program, the tariff for most imported 
distilled spirits has been reduced so that at the present time, for 
example, the tariff on Canadian whisky is $1.25 per gallon. On 
Scotch whisky $1.35 per gallon. On cordials and liqueurs, brandies, 
gins, $1.25 per gallon. On rum $1.75 per gallon. 

Thus these rates of tariff which have been set under the various 
trade agreements virtually approximate the effective tariff rates 
which were carried in the tariff acts before the adoption of prohibition. 

The trade agreement program made it possible to bring about re- 
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ductions in the prohibitive tariffs which had been set up during the 
prohibition era. ; 

These reductions have been of great benefit not only to the foreign 
industries involved, but also to thousands of small retail establish- 
ments where these imported items are offered for sale. 

The importers of alcoholic beverages have always felt that economic 
restoration of the members of NATO, our allies in Western Europe 
and the British Isles, should be based on an international policy of 
exchange of goods and services. 

It is our feeling that work which provides employment brings about 
better results than what are commonly termed as handouts. 

Importers of alcoholic beverages are small companies. They do 
not have thousands of employees. The imports play an important 
role in the rehabilitation of the economics of a country. 

They not only give employment in the countries of production, 
but they are valuable to the ocean shipping industry and to common 
carriers, truck operators, and so forth, in the United States, as well as 
to the hundreds of thousands of wholesale and retail establishments 
handling alcoholic beverages. 

It is hardly necessary to add that they play an important part in 
the tax receipts not only of the Federal Government, but of State and 
local governments. 

When one studies what has happened for certain commodities be- 
cause of tariff reductions granted under the trade agreement program, 
some striking examples occur. 

We should like to present for the consideration of the committee 
figures comparing the trade in wines and spirits between the United 
States and three European countries where the production of wines and 
spirits is important—the United Kingdom, France, and Italy. 

We have taken as the basis for our comparison the calendar years 
of 1947 and 1956. The year 1947 has been selected, because it was the 
last year before the putting into effect of the trade agreement rates 
agreed on at Geneva, Switzerland, on October 30, 1947, and which went 
into effect in 1948. 

The year 1956 has been selected as the calendar year in which we 
had our most recent statistical information. 

In addition, the Marshall plan was adopted after 1947. We think 
that the comparisons we are making deserve study because as near as 
we can determine, the Marshall plan itself had no effect on these items. 

In considering import trade, we must bear in mind not only the nec- 
essity of determining the value of the trade for the country of pro- 
duction and export, but also the value to the country of import—the 
United States. 

Let us take the United Kingdom as an example. In the calendar 
year of 1947, the home market dollar value of the distilled spirits 
importers in the United States tax paid, consisting mainly of Scotch 
whisky and a relatively small amount of cordials and liqueurs, 
amounted to $32,600,000. 

On these imports for which American importers had left this valu- 
able dollar account for the British Government, the United States 
Government collected in tariffs and internal revenue taxes $74,822,000. 

In 1956, the home market value in the United Kingdom of the tax 
payments made by American importers of Scotch whisky and cordials 
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and liqueurs amounted to $76,938,000, and the collections py the 
United States Government in tariffs and internal-revenue taxes on the 
goods in question amounted to $167,000,000. 

In the taxes collected, there are not included State or local taxes. 

Here we have a very striking example of the effect of the trade 
agreement program. The tariff on Scotch whisky was reduced in the 
Geneva agreement from $2.50 to $1.50 and for cordials and liqueurs, 
from $2.50 to $1.25 per gallon. 

In the 10 years which have elapsed, the dollar value of the trade for 
these spirits for the British Government has grown tremendously, but 
at the same time, the taxes collected by the Federal Government have 
maintained virtually the same rate of increase. 

Thus, the reduction in the tariff rates on spirits originating in the 
British Isles has been of great value not only to the British Govern- 
ment, but also to our own Government. 

France offers a most striking example of development of trade un- 
der favorable tariff treatment. In the Geneva agreement, the tariff 
on cordials, brandies, and similar spirits was reduced from $2.50 to 
$1.25 per gallon. The tariff on champagne and sparkling wines was 
reduced from $3 to $1.50. The tariff on vermouth was reduced from 
621% cents to 3114 cents per gallon. The tariff on table wines was 
reduced from 75 cents to 3714 cents per gallon. 

In 1947, the last year before the Geneva agreement, the home market 
value in France of these spirits and wines tax paid in the United 
States amounted to $6,251,000. In 1956, 10 years later, the home 
market value in France of these imports amounted to $22,225,000. 

In 1947, the United States Government collected in tariffs and excise 
taxes on these importations from France $4,561,000. In 1956, it col- 
lected $18,992,000. 

A final example. In 1947, American importers tax paid Italian 
wines and spirits with a value in Italy of $1,833,000. The tariff re- 
ductions at Geneva applied to Italian wines and spirits, and 10 years 
later, in 1956, the home market value in Italy of the taxpayments made 
by American importers amounted to $8,967,000. 

In 1947, the United States Government collected in tariffs and 
taxes on these Italian wines and spirits $939,000. In 1956, it col- 
lected $4,639,000. 

We feel that these three examples justify our belief that the re- 
ciprocal trade agreements represent a practical approach not only in 
aiding our allies in strengthening their economic affairs, but also are 
much more realistic than any giveaway program, especially in coun- 
tries which have through the centuries developed special products 
and special items which are in demand by a reasonable number of 
consumers in the United States. 

The figures which we have cited above and which are drawn en- 
tirely from the statistical reports of the United States Government 
speak for themselves as to the amount of work and employment which 
have been created in the three countries in question in the rather small 
and limited field of alcoholic beverages by reducing the tariff through 
the only vehicle available; namely, reciprocal trade agreements. 

If there are members of the committee who feel that these imports 
may have come to the United States because of the ability to under- 
sell American producers, we suggest that the committee study in- 
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formation which, we believe, is available through the Tariff Commis- 
sion on the home market values of the various items. For example, 
it is a well-known fact that the existing tariffs on imported whiskies, 
brandies, cordials, liqueurs, spirits of all types, in many cases, are 
equal to or greater than the cost of production in the United States. 

With respect to wines, we suggest that a comparison of the home 
market value of imported wines be made with the in-bond quotations 
of American wines, which we are confident will reveal that the tariff 
on these wines is very close to the average prices quoted for American 
table wines in bond. 

The committee should remember that these imports all pay the same 
internal revenue tax as imposed on like and similar domestic items. 

The continuation of the trade-agreement program will doubtless 
permit study and consideration of the tariff rates on wines and spirits 
which have not so far been included in trade-agreement negotiations. 

In conclusion, let me make it clear to members of the committee that 
We are not petitioning for tariff reductions for any particular com- 
modity. We believe that the benefits of reductions of the tariffs on 
alcoholic beverages granted under Trade Agreement Acts have been 
of value in eliminating the medicinal prohibition rates which were 
imposed in 1922 and 1930; in aiding our international relations with 
countries of great importance to us; in increasing the amount of much 
needed revenue of our Gov ernment; and finally, in creating valuable 
employment not only in the countries of production and export, but 
also in all types and kinds of enterprises in the United States. 

We are not interested in the renewal of the Trade Agreement Act 
because we hope for further reductions in the tariffs. We are inter- 

tested in it primarily as an instrument of peace which has already 
shown its usefulness in promoting international trade. Individual 
rates may well be left to appropriate Federal departments and their 
experts. The basic principle, however, is one which must be solved 
by our Congress, which we hope will adopt a workable Trade Agree- 
ment Act which will enable the continuation of the basic principle 
originally enunciated by Secretary of State Hull more than 23 years 
ago. 

The Cuarrman. Mr. Simpson will inquire, Mr. Lourie. 

Mr. Stmpson. Mr. Lourie, you do not want any further reductions in 
the tariff ¢ 

Mr. Lourte. I did not say we do not want any further, but we are 
entirely willing to leave it to the judgment of the experts of the Gov- 
ernment in studyi ing each item. 

Mr. Srupson. Do you want any reductions / 

Mr. Lourie. We have not applied for any reductions. 

Mr. Sumpson. Is it not a fact under the Trade Agreements Act your 
sales have gone up very materially every time there has been a reduc- 
tion ? 

Mr. Lourtr. Yes, that is true. 

Mr. Stupson. And do not you want to increase your sales, or do you 
want to increase your sales ? 

Mr. Lourm. We think of course there is a limit to the quantities of 
our products which may be imported to the United States and that 
limitation is imposed primarily by the population itself. 
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Mr. Stmpson. Do you think you have reached the limit of what 
should be brought in now ? 

Mr. Lourm. No. We do not think we have reached the limit of the 
trade but I will put it this way: When I was a young man and first 
went to work, we had about 93 million people in the United States, 
This is some 50 years ago. Today I believe we have 177 million. 
When prohibition was repealed, we had in the United States, if 1 
remember correctly, about 120 or 130 million people. We have had an 
increase of some 40 million people since then. 

Then, besides that, Mr. Congressman, as you know, prohibition was 
repealed at the time of the depths of a very severe depr ession in the 
United States, and this in itself, in creating ‘work both for our Ameri- 
can companies and our import houses, has served an extremely val- 
uable purpose. 

I think some of these figures I have cited as to the growth of the 
tax returns to the Federal Government out of these imports are ex- 
amples of what I might call mutual trade. 

There was a hearing held by the Tariff Commission on competition 
between imported whiskies and American whiskies in January as a 
result of the resolution adopted by the Senate Finance Committee, and 
if I remember correctly, and I was present throughout the hearing, 
not a single American distilling company, and they were all repre- 
sented, offered any objections whatsoever to the importation, for ex- 
ample, of Scotch whisky. 

Mr. Sumpson. We do not make any Scotch whisky here, do we? 

Mr. Lourte. No, sir, we do not. 

Mr. Srmpson. Would you expect an American manufacturer of 
Scotch whisky to object then ? 

Mr. Lourm. Of course there is no manufacture of Scotch whisky 
in the United States. 

Mr. Srarpson. I mean you do not hear an American manufacturer 
as a rule object to somebody bringing something in which we do not 
have here at home. That is the purpose of good trade, as I see it, for 
us to be able to buy the things that the American wants which are 
made abroad which we cannot make. 

Mr. Lourie. I think that that if you will examine the record, you 
will find that with respect to the very first trade agreements program, 
at the very first hearings held by the Tariff Commission, the Ameri- 

‘an distilling industry, at least parts of it, like the Kentucky Dis- 
tillers Association, did object strenuously against any reduction in 
tariffs from $5 to $2.50, but a good many years have passed since 
then. 

Mr. Sturson. When did they do that ? 

Mr. Lourie. When the first hearings were held with respect to the 
trade agreements program by the C ommittee on Reciprocity Informa- 
tion and the Tariff Commission. The hearings were held at the Tariff 
Commission hearing room. 

Mr. Stmpson. The reductions were made anyway. 

Mr. Lourie. Yes, they were. I may say, Congressman Simpson, as 
you know, that the leading importers of Seotch “whisky in the United 
States, at least among the leaders, are of course American distillers 
today. I think that is a fair statement to make. 

Mr. Smupson. Yes. 
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_ Mr. Lourte. I think they, themselves, recognize the lack of compe- 
tition. 

Mr. Simpson. That could be the point, that there is no competition 
between what they bring in from abroad and what they manufacture 
here. Certainly, if they do not make Scotch here, and the people 
want to buy Scotch, they should not object to reducing the duty. I 
am surprised that you do not encourage the thought that we might 
have a lower duty. 

Mr. Lourie. I do not think that the group I represent has ever 
been interested in trying to determine how low we might persuade 
somebody to reduce the duty. We have always recognized that a 
tariff has been in existence on our imports since the very first Tariff 
Act adopted in 1789. 

I think you will find that the first item in the Tariff Act of 1789 
dealt with wines and spirits. It has always been there and has never 
been free of tariff, and I do not think that we would ever come here 
and argue with you gentlemen as to reducing the tariff below what 
might be looked on as a reasonable point. 

I do not look at the tariff today, the tariff itself, as an impediment 
in the importation of our foreign whiskies. 

Mr. Srwpson. Thatisall Thave. Thank you. 

The CHatrmMan. Are there any further questions? If not, Mr. 
Lourie, we thank you, sir, for coming to the committee and giving us 
the benefit of your views. 

Mr. Lourtr. Thank you. 

(The following material was submitted to the committee :) 

BROWNE-VINTNERS ©0., INC., 
New York, N. Y., March 12, 1958. 
Hon. WiiBuR D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Str: We desire at this time to go on record as being in emphatic favor 
of the 5-year extension of the Trade Agreements Act with additional bargaining 
power. 

We would point out that the number of American workers depending on ex- 
ports for their jobs is very much larger than the small number that might be 
affected by competitive imports. This company employs several hundred workers 
and although there are American wines and spirits, our imports are in no sense 
competitive with theirs since the high duties exacted on our imports puts them 
in a class so that they are in no sense competitive with domestic products. 

We would appreciate very much your support of the administration’s recom- 
mendation of the Trade Agreements Act. 

Respectfully, 
Oscar J. WILE, 
Chairman of the Board. 


WINE INSTITUTE, 
Washington, D. C., March 24, 1958. 


Re Trade Agreements Extension Act of 1958, H. R. 10368 and companion bills. 


Hon. WILBur D. MILLS, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 

DEAR Mr. Miits: This is submitted on behalf of the California wine industry, 
and also on behalf of other United States winegrowers similarly situated. 

While we are not opposed to a temporary extension of the Reciprocal Trade 
Agreements Act, as such, we do feel that any such extension should be for a 
brief period and on a temporary basis. Also we feel that any such extension 
should include amendments clarifying and strengthening the present provisions 
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with regard to American industries seriously affected by competitive imports, 

Our views on permanent foreign-trade legislation, to be substituted for the 
present Reciprocal Trade Agreements Act, have previously been set forth in 
considerable detail before the Subcommittee on Administration and Operation 
of Customs and Tariff Laws and the trade-agreements program. Compare Wine 
Institute letter of October 11, 1956, addressed to the Honorable Hale Boggs 
and appearing at pages 1615-18 of the printed record of the subcommittee’s 
hearings (pt. 3; October 2, 1956). 

H. R. 10368 proposes an extension of 5 years which would also mean authori- 
zation to cut as much as 25 percent under the existing rate structure. We 
think this is too much. In point of time, this means, as a practical matter, 
an indefinite deferment of consideration of permanent foreign-trade legislation. 
Furthermore, a blank check to cut 25 percent under present rates is, in view 
of current economic conditions, much too large, particularly when the present 
tariff rate structure is already quite low due to previously negotiated trade 
agreements. We would recommend at this time an extension of not more 1 
year, to be followed by consideration of permanent foreign-trade legislation 
during the next Congress. 

H. R. 10368 proposes to continue the present authorization for the executive 
branch to override injury findings of the Tariff Commission in escape-clause 
eases without any control or review whatsoever. We have always opposed 
this procedure. We believe control of this situation should be returned to 
Congress. We also believe that the executive branch should not be allowed 
to override the Tariff Commission findings for reasons of national policy, or 
for any other reasons, unless the executive branch is willing to submit those 
reasons to the Congress and obtain specific congressional approval for voiding 
the results of the Tariff Commission’s inquiry. We respectfully suggest that 
the committee carefully consider the corrective measures on this point set 
forth in H. R. 11462 and H. R. 11463, which have been referred to the committee. 

We also respectfully suggest that the committee give full consideration to 
other clarifying amendments set forth in H. R. 11462 and H. R. 11463, particu- 
larly those dealing with section 22 of the Agricultural Adjustment Act and 
with relief for industries that are currently being injured even though they 
still have tariff rates at the level set in the 1930 act. 


Sincerely yours, 
EDWARD W. Woorron. 


The Cuarrman. Our next witness is Mr. Wheatley. 
Mr. Wheatley, will you identify yourself for this record by giving 
us your name, address, and the capacity in which you appear? 


STATEMENT OF EDWIN L. WHEATLEY, PRESIDENT, INTERNA- 
TIONAL BROTHERHOOD OF OPERATIVE POTTERS 


Mr. Wueattey. Mr. Chairman, I am Edwin L. Wheatley, 2515 St. 
Claire Avenue, East Liverpool, Ohio, and am proud to be represent- 
ing the International Brotherhood of Operative Potters, an AFL- 
CIO affiliate. 

The Crarrman. Mr. Wheatley, can you conclude your statement in 
the 20 minutes we have allotted to you, sir? 

Mr. Wueattey. I will try that. Mr. Chairman, we are strictly one 
of those grassroots organizations, and I have been very, very busy 
right up to the day I came down here, and I am going to ask your 
indulgence to add a few remarks here extra, if I do not run over my 
time. 

The Cuarrman. That is fine, Mr. Wheatley. 

Mr. Wueattey. I do not have enough copies to go around of what 
I have had typed up. 

The Cuatrman. If you do omit any part of your statement, the en- 
tire statement will appear in the ea, without objection. 
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Mr. Wueattey. All right. This is in opposition to H. R. 10368. 

Mr. Chairman, I am president of the International Brotherhood of 
Operative Potters, East Liverpool, Ohio. This brotherhood repre- 
sents the great majority of the workers in the American dinnerware 
and chinaware industry and we feel that we have a vital interest in 
H. R. 10368, which would extend the Trade Agreements Act for 5 
more years and at the same time authorize the President to reduce 
tariff rates another 25 percent. 

I can do no better at the outset than to introduce here two resolu- 
tions adopted by our annual convention in 1957. 

The first resolution addresses itself to the domination by the State 
Department of our tariff and trade laws, which the resolution con- 
demns for reasons stated in the preamble. It also calls for the re- 
turn to Congress of its constitutional power of regulating forei 
commerce; and for defeat of the OTC, Organization for Trade Co- 
operation, bill that is still before the Congress in the form of H. R. 
6630. I offer this resolution marked “I” for inclusion in the record 
at this point: 


Whereas the membership of the International Brotherhood of Operative 
Potters has had long and discouraging experience with the problem of import 
oompetition from countries in which extremely low wages prevail ; 

Whereas this experience covers the period under which the Department of 
State of the Federal Government has virtually replaced Congress as the branch 
of government that regulates foreign commerce ; 

Whereas the administration of our tariff and trade laws during the past 20 
years has been without sympathy or regard for the welfare of our domestic 
industry but on the contrary very solicitous of the improvement of the economies 
of many other countries all over the world, to the extent of pouring scores of 
billions of dollars into such countries, while at the same time reducing import 
duties and thus increasingly exposing the jobs and wages of our members to 
the competition of underpaid foreign labor ; 

Whereas the Congress of the United States and not the State Department is 
specified in the Constitution as the branch of the Government that is to regulate 
our foreign commerce and to control the tariff ; 

Whereas Congress is responsible to the people who elect its members while the 
State Department is not; 

Whereas the proposal to make the United States a member of the OTC (Or- 
ganization for Trade Cooperation) which would be headquartered in Geneva 
and in which the United States would have but 1 vote in 35, is now before 
Congress in the form of H. R. 6630; 

Whereas congressional approval of OTC membership would underwrite or con- 
firm the loss by Congress of its power over tariffs and trade and lodge such 
authority in an international body, thus destroying all hope of recapture of its 
power by Congress: Therefore be it 

Resolved— 

1. That the International Brotherhood of Operative Potters in convention 
assembled condemn severely the administration of our trade and tariff laws 
under State Department domination ; 

2. That we call for the restoration of the regulation of our foreign com- 
merce to the hands of Congress, where it belongs and from which it should not 
have been removed ; 

3. That we call for the defeat of H. R. 6630, or OTC membership bill; and 

4. That the officers of the brotherhood disseminate copies of this resolu- 
tion to the membership of the House Committee on Ways and Means and the 
Senate Finance Committee of the United States Congress; to President George 
Meany of the AFL-CIO, and to the heads of the legislative and the industrial 
union departments of the same body. 


The second resolution deals with import quotas and undertakes to 
make it clear why we need such quotas in place of tariff rates alone. 
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This is because the tariff rates have been reduced and because it has 
become almost impossible to get them raised under the escape clause. 
This was tried before the Tariff Commission in 1953 and failed. 

The resolution goes on to point out an import quota could be de- 
signed to recognize a certain share of the market to be set aside for 
imports. It goes on to support the Lanham import quota bill, H. R. 
2815. I offer the second resolution for the record at this point: 

Whereas the importation of household pottery products, both chinaware and 
earthenware, has long been detrimental to the pottery industry and therefore 
to the members of the International Brotherhood of Operative Potters; 

Whereas these imports have captured a heavy share of the domestic market 
almost entirely because of the lower wages prevailing in the countries of origin 
and promise further encroachment on our jobs and pressure on our wages; 

Whereas the tariff rates have been reduced under the trade agreements pro- 
gram despite our protests and despite the obvious results that would occur and 
that have in fact occurred ; 

Whereas the possibility of obtaining a remedy under the escape clause borders 
on zero because of State Department interference ; 

Whereas a limitation on imports that would recognize the right of domestic 
producers to retain a fair share of the home market is necessary in order to 
assure a halt to the progressive increase in imports which bids fair to annihilate 
our industry in a matter of time: Therefore be it 

Resolved— 

1. That the International Brotherhood of Operative Potters reaffirms its 
previous resolution in favor of establishing quotas on pottery imports; 

2. That it lend full and vigorous support to the Lanham general import quota 
bill (H. R. 2815) and urge the Congress to pass it; 

8. That copies of this resolution be sent to the membership of the House 
Committee on Ways and Means and the Senate Finance Committee of the 
United States Congress; to President George Meany of the AFL-CIO, and to 
the heads of the legislative and the industrial union departments of the same 
body. 

Mr. Chairman, the pottery workers cannot support H. R. 10368 
because of the very bad situation in which they already find them- 
selves. Passage of this bill would only aggravate our condition. It 
would mean the death knell of more companies and that, of course, 
would spell more unemployment for our members. Also its adoption 
by Congress would make it more difficult than ever for the industry 
to keep the wage and hour standards that have been achieved. We 
have at heart the interests of the industry for the very good reason 
that our own welfare is tied up with the welfare of the industry of 
which we are indeed a vital part. 

Let me point out that the American pottery worker is a craftsman 
of high skill who serves an apprenticeship of 2 or 3 years. We are 
wholly opposed to the idea advanced in some quarters that we should 
go ahead and reduce our duties and then try to take care of the dis- 
placed employees by putting them on the relief rolls, transferring 
them to other industries and perhaps even to other localities. This 
smacks of totalitarian principles and I am sure is not acceptable to the 
people now employed in industries that would be hard hit by imports. 

The people who advocate such a program no doubt hold safe jobs, 
far from the front where the damage would be inflicted. Otherwise 
they would be singing a different song. 

No one can say what other industries would pick up the unem- 
ployed pottery workers. Where would they go? In times when 
unemployment is already on the increase, it is clear that the un- 
employed would end up in the soup line. That is not where we ex 
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ect to send our members as the result of a consciously adopted policy. 
We cannot understand the thinking of people who advocate a policy 
that is recognized as producing unemployment. 

So far as the International Brotherhood of Operative Potters is 
concerned, we reject outright as unworthy any such policy. 

I want at this point to reemphasize our strong ne the 
power of the State Department, as expressed through the President, 
over Tariff Commission recommendations must be broken if our prob- 
lems are to get the kind of consideration to which they are entitled. 
The State Department has too clearly and too many times shown its 
complete lack of sympathy for the American worker whose job is 
threatened by imports. The Department can safely follow this line 
because none of its officials have to face the voters, which means the 
people that the Department should represent. Instead the Depart- 
ment seems to represent other countries and pleads their case to the 
President. 

We are convinced that we are never going to get the kind of rea- 
sonable consideration of our import problem until and unless the 
Congress takes back to itself the last word on Tariff Commission 
recommendations. 

Such a restoration is provided for in H. R. 10818 introduced by Mr. 
Davis of Georgia and in other same or similar bills introduced by 
members of both political parties. These bills would also make more 
definite the use of import quotas; and that fact further recommends 
them to us. I hope that this committee will substitute H. R. 10818 for 
10368. We could go along with a 1-year extension so long as it meant 
taking away from the State Department the power over our trade that 
it has used so consistently against American industries and their 
workers. 

Should H. R. 10368 not be satisfactorily modified or substituted, 
however, the International Brotherhood of Operative Potters hopes 
the extension bill will be defeated. We have had more than enough of 
the trade agreements program as it is has been carried out up to now. 

Mr. Chairman, if I may, could I just for the benefit of the Congress- 
men here cite some unemployment cases? This was gathered at a 
late date and is what I was referring to at the outset. I will give the 
re a copy here. 

was elevated to this office around early 1956, and since taking over, 
these potteries have gone out of business, and in each case, so far as I 
know, they hit the newspaper with the statement it was due to foreign 
importation: Hollydale Pottery, Hollydale, Calif.; and the Vernon 
Kilns, Huntington Park, Calif.—all in the Los Angeles, Calif., area— 
Paden City Pottery, Paden City, W. Va.; Crooksville China Co., 
Crooksville, Ohio; Southern Potteries Co., Erwin, Tenn.; the 3 W. S. 
George Pottery plants, 1 at Canonsburg, Pa.; and 2 at East Palestine, 
Ohio; Limoge China Co., Sebring, Ohio; and the Cronin China Co., 
Minerva, Ohio; all who were employing approximately 4,500 em- 
ployees at their peak of production during 1952. 

We wanted to point them out to you. We are an organization repre- 
senting various branches of the ceramic industry, but dinnerware 
pottery, artware, and novelties make up our largest members. These 
4,500 people, and that is the per capita ratio taken from our local 
union books, in many cases move to another pottery district, and our 
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members share that work with them. Because of their high age aver- 
age and following the industry and because of standing by, they have 
run out of unemployment benefits in most cases years ago. I state this 
as sincerely as I can put it. I believe 4,500 people going into the scrap 
heap within 2 years is a problem that is as vital as when 4,500 farmers 
are up against it, because the majority of these people are homeowners 
in scattered areas where the clay districts are. 

I think that is a major problem that so many representatives in Con- 
gress overlook when they start thinking about these large automobile 
and steel centers, where probably 5,000 people down this week is an 
every-week-or-so occurrence. 

Our membership has deteriorated in active working membership 
from a total around 1946 of approximately 38,000 members, and in 
artware and novelties, which would be making this sutff that the 
Japanese especially are cutting into, and the semivitreous dinnerware, 
we have now actually working approximately 25,000 people. 

I would say in supporting Mr. ells’ statement of this morning, 
when he said that they were now working about 50 percent of what 
they were in 1951 and 1952, speaking from, again, our union records 
only because you will not iat them on the unemployed records, that 
there are approximately 10,000 of our members in the eastern Ohio, 
West Virginia, and western Pennsylvania area that in most cases are 
doubling up in the manner Mr. McCabe referred to this morning. 

We divide the work, and it is about a 50-50 deal, and these people 
are dividing up good jobs. If 1 man was manning it, he might make 
himself $100 or $125 a week; but 2 and 3 split that, and it is a 
$40 to $50 to a $60 week class of people that is being established or 
having to run out the rest of their lives in that area. Every time one 
of these plants goes up the flue, there are 400 or 500 people. 

I do not know where they go to, because they ran out of unemploy- 
ment benefits years ago. 

We would deeply appreciate your consideration of that, because 
we believe in research and economics and what have you; but, after 
all, you people are from where workers work and workers loaf, and 
I still believe, in spite of all research and what have you, these 
workers breathing down my neck and your neck is the real economics 
of the whole deal. 

We believe in helping these foreign countries that need aid. We 
will give them aid, but not our trade. 

(Mr. Wheatley’s additional statement follows :) 


ADDITIONAL TESTIMONY OF BE. L. WHEATLEY, PRESIDENT, INTERNATIONAL 
BROTHERHOOD OF OPERATIVE POTTERS, ON H. R. 10368 


Since my elevation to this office in early 1956, the following 11 potteries, who 
were manufacturing semivitreous dinnerware, have discontinued operations; 
and at the present time there is no information to the effect that they will ever 
resume operations. 

These potteries were: Hollydale Pottery, Hollydale, Calif., the Santa Anita 
Pottery, Glendale, Calif., and the Vernon Kilns, Huntington Park, Calif.—all 
in the Los Angeles, Calif.. area—Paden City Pottery, Paden City, W. Va.; 
Crooksville China Co., Crooksville, Ohio; Southern Potteries Co., Erwin, Tenn. ; 
the 3 W. S. George Pottery plants, 1 at Canonsburg, Pa., and 2 at East Palestine, 
Ohio; Limoge China Co., Sebring, Ohio; and the Cronin China Co., Minerva, 
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Ohio; all who were employing approximately 4,500 employees at their peak 
of production during 1952. 

Keep in mind these are references to what has occurred in the past 2 years. 
There is a large additional number of potteries that have folded in various 
parts of the country prior to my inception in this office; I am only referring 
back to 1951 and 1952. 

The gradual reduction in work hours and employees in all the potteries where 
we had contract relations began to decrease noticeably after imports of pottery- 
ware shipments from the lower wage countries, especially Japan, began hitting 
the markets from 1953 on up to the present time. 

The CuHarrMan. Does that conclude your statement, sir? 

Mr.Wueat ey. Yes. 

The Cuarmman. You have some additional material there which 
you suggested you wanted in the record. Without objection that will 
appear in the record at the conclusion of your remarks. 

Mr. Jenkins, . 

Mr. Jenxrns. I just want to say that I come from the section that 
you referred to and I have observed that same thing. 

In my district there are a lot of these industries you have been 
talking about, clay and various things of that kind. I agree with you 
that we ought to have some attention, more than we have been getting, 
not myself, and not you, but the industry itself is more stable appar- 
ently than the employers, and I would hope that we might be able to 
help stabilize that. Here is a sample of it. The industry is a clean, 
decent business, and we ought to be able to help those who wish 
to work in it. 

Mr. Mason. Mr. Chairman. 

The CuatrMan. Mr. Mason. 

Mr. Wueattiey. If I got most of it, you say they are a clean, decent 
business. We will second that motion, and we think that is true of 
the workers that work in them also. 

Mr. Mason. That is right. Mr. Wheatley, you are a man after my 
own heart, and you speak my language. These resolutions that you 
have included in your statement are resolutions that I would be proud 
of if I had drafted them, because they go right to the heart of the 
question. 

When you state that the State Department has been dominating 
and running our foreign trade, I will add to that and say the State 
Department has been running everything practically speaking in the 
last 6 or 8 years: Our foreign aid, our foreign trade, our Army and 
Navy, our defense program, and they even come up here and try to 
run Congress. They are even now mobilizing to put across this re- 
ciprocal trade agreement and our foreign aid by hiring the greatest 
salesmen in the country to force it down the necks of some stubborn 
Congressmen and the people of the hinterland, which is opposed to it. 

The Cuatrman. Are there any further questions of Mr. Wheatley? 
If not, we thank you, sir, for coming to the committee and giving us 
the benefit of the views of those whom you represent. 

Our next witness is Mr. Charles M. Scheff. Is Mr. Scheff present? 

Please identify yourself for the record by giving your name, address, 
and the capacity in which you appear ? 
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STATEMENT OF HARRY H. COOK, PRESIDENT EMERITUS, THE 
AMERICAN FLINT GLASS WORKERS UNION OF NORTH AMERICA 


Mr. Coox. Mr. Chairman, I am Harry H. Cook, international presi- 
dent emeritus of the American Flint Glass Workers Union, Toledo, 
Ohio. Mr. Scheff is our international president, and he has requested 
that I present our joint statement to this committee. 

The Cuatrman. Mr. Cook, we are glad to have you with us today, 
Mr. Scheff was allotted 10 minutes. Will it be possible for you to con- 
clude your statement within that time? 

Mr. Coox. Mr. Chairman, I am quite sure that we can. We have 
a very brief statement. I might say that we have been down here on 
sO many occasions in the years past that our story has been placed 
in the record quite extensively, and I want to say at this particular 
time that we do subscribe wholeheartedly to the very splendid presen- 
tation made by Mr. Gustkey, president of the Imperal Glass Co., Bel- 
laire, Ohio, and the gentleman representing the pottery industry. 

Their statements reflect our union situation very, very definitely. 
However, we have a brief statement here, and we would like to present 
it at this time. 

The Cuarrman. You are recognized, Mr. Cook. 

Mr. Coox. The American Flint Glass Workers Union of North 
America is organized in the glassware industry and represents the 
great majority of the workers engaged in the production of tableware, 
utensils and allied glass products. Handblown glassware has been 
the traditional field of this union but it now extends into other fields 
including machine-made ware. 

Import competition continues to be of the greatest concern to the 
handblown glassware branch of the industry. The story has been told 
many times over the years to this committee and other committees of 
the Congress. 

There can be no question that the handblown branch of the industry 
could not exist without tariff protection. We have had such protec- 
tion in the past and we still have some of it left. But the duties have 
been lowered under the trade-agreements program and we feel that 
they are now well below the peril point. This is the same as saying 
that the industry is suffering injury from imports. 

A few years ago the industry, with our support, went before the 
Tariff Commission. After hearings and investigation the Commis- 
sion made a report to the President on a split decision saying that the 
industry was seriously injured. We hoped that this would mean relief 
but we were disappointed. The President rejected the Tariff Commis- 
sion’s recommendation on the grounds that the injury suffered by 
the handblown branch was not attributable alone to imports but to 
the competition of machine-made glassware as well. 

There can be little question that machine-made glassware has hurt 
the handblown branch; but such inroads are not comparable to the 
damage that imports inflict. Machine production sometimes is taken 
up by companies that made or continue to make blown glass by hand. 
Employment becomes somewhat disrupted, but the workers are not 
deprived of jobs in the same manner as happens from import compe- 
tition. The machine-made glassware is at least made in this country 
and affords employment here, sometimes in the same community or 
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the same plant. Also, the producers of the machine-made ware are 
subject to the same laws, the same taxes, the same general wage scale, 
working conditions, and so forth, as the handblown workers. There- 
fore, the competition is not as rough as the competition from abroad. 

It seems to us that the same Government that has made it harder 
to compete with imports should not make it harder to obtain a remedy 
to prevent or remedy the injury that comes from low-wage imports. 

he fact. is, however, that under the present system of escape clause 
administration there is not much chance to get relief. This is the 
case because the recommendations of the Tariff Commission are sent 
to the President for acceptance or rejection. The President, of course, 
is advised by the State Department and other executive departments. 
Since they are all a part of the President’s team and all know that 
the general policy is one of tariff reduction and helping other coun- 
tries to compete more effectively in this market with domestic pro- 
ducers, the chances of survival of a Tariff Commission recommenda- 
tion are small. Few of them do survive the President’s review. 

We find it difficult to understand why the State Department. should 
almost without exception support foreign producers and exporters 
as against our own producers and workers. It is very much as if 
the State Department spoke for foreign countries in this country. 
Otherwise why does that Department prefer to believe the statements 
of the foreign representatives over our own? And why is it that 
the President nearly always listens to the State Department rather 
than to the Tariff Commission ? 

We are told that the President has to take into account considera- 
tions that do not come before the Tariff Commission, such as foreign 
relations; but why is it that these considerations of foreign relations 
always seem to outweigh the welfare of the domestic industry and 
its workers ? 

Is that the only way our State Department knows how to get along 
with other countries? Must we always sacrifice our own interests in 
order to keep up our friendship with others? Or is it that our State 
Department has a natural preference for the foreign countries be- 
cause it deals with them while it has little contact with domestic 
producers ? 

The fact seems to be that regardless of the reason for it, domestic 
industry that is hard hit by imports might as well bark at the moon 
as to go to the State Department for help. Yet that is exactly where 
the decisions come from after the Tariff Commission makes its rec- 
ommendations. 

Unfortunately the situation is not improved in the least by bring- 
ing the Commerce Department into the picture, as has been done 
recently. It is still a part of the executive team and will naturally 
play the same game. 

Unless we get out from under this system of handling the escape 
clause we will remain at the mercy of those in whose eyes we have 
little or no standing—those who either through weakness or prefer- 
ence almost unfailingly throw the game to the foreign interests. 

We have watched the results under the escape clause, both before 
and after its amendment by Congress, much to our great discourage- 
ment, because it has become obvious that even Congress has lost its 
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power to the State Department. The State Department pays no more 
attention to Congress than it does to us. 

The only way to correct this is to pass legislation that will restore 
the power of Congress. We have learned that it is wrong for Congress 
to give up this authority if our own people are to have any hope of a 
voice in their own affairs. If Congress continues to give way to the 
State Department it will mean a sad future for industries like ours; 
it will spell a slow death for many communities that depend on glass- 
making for their very existence; and the same will happen to other 
industries. 

Some bills have been introduced that provide for transmittal of the 
Tariff Commission’s recommendations to Congress for approval rather 
than sending them to the President. This proposal, contained in 
H. R. 10818, introduced by Representative James C. Davis, of Georgia, 
has our wholehearted support. Under it Congress rather than the 
President would approve or disapprove the Tariff Commission’s recom- 
mendations. 

We would feel then that we would be in the hands of those who 
answer to the American people rather than to voices from who knows 
where. We would feel that as voters we would again have something 
to say about how our Government regulates import competition, a 
matter that is so vital to us. We could look to the future with en- 
couragement, knowing that if we had a good case, we would not only 
have our day in court but the decision of the court would not be washed 
out by a higher authority that is completely beyond our reach and 
beyond appeal. 

Mr. Chairman, changing to another aspect of our testimony, we are 
among those who know that the tariff used by itself is not a suitable 
means of protection when imports come both from Europe and from 
very low-wage countries. No rate of duty is suited to the two different 
kinds of competition. That is why we feel the need of import quotas. 
These are also provided for in H. R. 10818, and that is another reason 
why we support that bill and commend it to the most serious attention 
ofthiscommittee. Weare against H. R. 10368. 

Our tariffs have been reduced far enough already and in many cases, 
as in the case of handblown gearveace, too far. When then authorize 
another 25 percent reduction ? 

Also we cannot support a 5-year extension of the Trade Agreements 
Act. As a matter of fact we are against any extension in its present 
form. 

Mr. Chairman, we do not think that our State Department has ever 
represented our interests either in international negotiations or under 
the escape clause ; and we do not believe that it ever will. That is why 
we hope most earnestly that you will take us out from under its 
domination. 

Mr. Chairman, we could make some verbal comments, but time is run- 
ning out, and we respect the position of the committee, and we present 
this statement as we have just done it. 

The Cuarmman. Mr. Cook, we thank you, sir, for coming to the 
committee and giving us the benefit of the views of those whom you 
eee? Thank you, sir. 

{r.Coox. Thank you, Mr. Chairman and gentlemen. 
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The Cuarrman. That completes the call of the calendar for today, 
and without objection, the committee ‘is adjourned until 10 a. m., 
Monday. 

(The following material was received by the committee :) 


Unitep Cuina & Grass Co., 
New Orleans, La., February 17, 1958. 


Subject : Reciprocal trade agreement bill, H. R. 10368. 


CoMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 


HoNoRABLE Sirs: The United China & Glass Co. is one of the largest importers 
of merchandise from Japan, principally ceramics and woodenware, maintaining 
large warehouses in New Orleans, Baltimore, and San Francisco. In addition, 
we clear merchandise through all ports in the United States, which as you 
gentlemen are aware, means the employment of a lot of people. In New Orleans 
alone we have 50 employees in our office and 80 employees in the warehouses. 

To give you a little history of the United China & Glass Co., same was founded 
over 100 years ago as importers from England, Europe, and Japan. In 1935 
we started importing directly from Japan, meaning that we had sent repre- 
sentatives to Japan to buy and we continue to do so, except during the war 
years. We are sure you gentlemen will remember seeing in the Times magazine 
that our president, Mr. S. A. Stolaroff, was the first to sign a contract with 
SCHAFF to import merchandise from Japan and as stated above we have grown 
to be one of the largest importers from Japan in our line of merchandise. 

We strongly recommend that H. R. 10368 be passed by your committee elimi- 
nating the provision in the bill which would authorize the President to increase 
rates up to 50 percent of the 1934 Hawley-Smoot rates in escape-clause cases. 
We do not object to the present law which contains escape clause that limits 
the President to increase to 50 percent the rates that are in effect on July 1, 1945. 

All of you gentlemen will agree that Japan is our best allied nation in the 
Far East and we sorely need and depend upon Japan continuing to be our allied 
nation. For this to continue, Japan needs dollars and for Japan to obtain dollars 
they must export to the United States. Therefore, unless the reciprocal trade 
agreement is continued, we will put too many obstacles in Japan’s way to con- 
tinue to export to the United States, meaning then that they will not receive 
dollars they are so badly in need of especially in view of the fact that we have 
and are still continuing to withdraw our troops from Japan. Now gentlemen, 
in the event this reciprocal trade agreement is continued, enabling Japan to 
export to the United States freely for the purpose of their obtaining dollars, 
they will have to look elsewhere for their trade and if this should occur there 
would be a great possibility of our losing Japan as an allied nation. We are 
sure that you gentlemen are cognizant of this fact and that your committee 
will pass H. R. 10368 eliminating the provision which would authorize the 
President to increase the rates up to 50 percent of the 1934 Hawley-Smoot rates 
in escape-clause cases. 

Respectfully submitted. 

JEROME LEVY, 
Vice President in Charge of Imports and Exports. 


STATEMENT OF ASSOCIATED REPRESENTATIVES OF STAFFORDSHIRE PotTTers, New 
York, N. Y., In SupPoRT OF THE PROPOSED RENEWAL OF THE TRADE AGREEMENTS 
Act, H. R. 10368 


The Associated Representatives of Staffordshire Potters, New York, N. Y., 
submit the folowing statement in support of the position that passage of the 
proposed trade agreements extension bill, H. R. 10368, is vital to the mutual 
economic and political interests of the United States, the United Kingdom, and 
the rest of the free world. 

The Associated Representatives of Staffordshire Potters is a trade organiza- 
tion, including in its membership 13 separate concerns engaged in, among other 
things, the importation into the United States and sale therein of various 
earthenware and bone chinaware products from the United Kingdom. Imports 
by said association account for a very substantial portion of the total imports 
of such products from the United Kingdom. 





1496 RENEWAL OF TRADE AGREEMENTS ACT 


Reciprocal trade agreements have played a vital part, since their mception, 
in bringing about a more vigorous and dynamic growth to the United States 
economy. Continued two-way trade is essential to the maintenance of economic 
welfare, both for the United States and the United Kingdom, as representatives 
of the free world. United States industries need export markets and it ig 
incumbent upon the United States to open its markets to the industries of foreign 
nations so that they can be given the opportunity to earn the dollars to pay 
for the goods we sell. Aside from the direct benefit to the actual economy of 
the United States, it is equally as important to support the industries of our 
allies in the free world so that they maintain a healthy economic and political 
status. 

Historically, the United Kingdom has virtually always been a most favored 
nation in economic and political relationships with the United States. Our 
mutual pasts have always been linked in the forefront of the struggle for politi- 
cal and economic freedom. A continued most favored relationship is vital to the 
future struggle in keeping the bulwark of free economic endeavor healthy and 
strong. 

There are occasions when the effort to aid foreign industry by facilitating its 
exports to the United States results in injury to domestic enterprises in whole 
or in part. However, in the fields represented by the Associated Representatives 
of Staffordshire Potters, that of bone chinaware and high-priced earthenware, 
there is virtually no such conflict of interest. 

First, bone chinaware and the high-priced earthenware, in which the associa- 
tion is interested, are distinctive products which are not in direct competition 
with domestic ware, and second, domestic manufacturers of high-priced and 
high-prestige ware have expanded and prospered over the years in which a 
reciprocal trade program has been in effect. Since importation of these products 
from the United Kingdom in the past has not proven detrimental to any domestic 
interest, there is no reason to believe that future continuation of this policy will 
alter the situation. 

Despite some reductions in tariff duties, there has been a sharp decline in 
imports of bone chinaware and high-priced earthenware from the United King- 
dom due to a number of factors. Prices of chinaware, both domestic and im- 
ported, have increased to some extent in recent years. Figures are not available 
on domestic lines, but any domestic increases in price and cost have been more 
than matched by a total overall price increase on imported bone chinaware of at 
least 20 percent since 1953 and an ocean-freight cost increase of at least 10 per- 
cent during the same period. A further cause of. the decline in imports of 
British ware has been the trend toward modern designs and decorations and 
away from the more traditional patterns which have, in the past, characterized 
British ware. In the last year, sales resistance to higher-priced luxury items 
and substitution of lower priced products, the tremendous volume of imports of 
chinaware and earthenware from Japan, and the increasing sales of competitive 
products, especially plastic ware, have contributed to this decreased volume. 
Without a renewed reciprocal trade agreement law, containing a possibility of 
additional tariff reductions, there would be no chance of offsetting these in- 
creased costs and arresting the downward trend of import volume. Certainly, 
reversing this downward trend would be most advantageous to an important 
industry of one of our allies in the free world, and therefore, advantageous to 
the economic and political security of the United States as a segment of the free 
world, without any injury or threat of injury to the domestic china industry or 
to any segment thereof. 

Tariff rates of duty now applicable to bone china tableware are still relatively 
high. The effective rate of duty on decorated bone china, for example, is now 
35 percent ad valorem; the effective rate of duty on undecorated bone china is 
30 percent ad valorem, under paragraph 212, Tariff Act of 1930, as amended. 

Bone china is not produced in the United States and imports are supplied 
almost entirely by the United Kingdom. Tt differs markedly from the feld- 
spathic china produced in the United States and elsewhere in the world. It is 
highly distinctive in character and appearance and occupies a historic high- 
prestige position in the consuming trade in the United States and elsewhere. 
Bone china sells at prices generally higher than the prices of the great bulk of 
chinaware produced in the United States. Bone china products generally have 
designs that are distinctive and different from designs used on domestic ware. 

The importers and distributors of bone china products in the United States 
and the manufacturers in England have uniformly maintained the position that 
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pone china is special and distinct from any other type of china produced in the 
world. Due to its unique characteristics it enjoys a special reputation which 
has lasted for over 100 years. Its reputation has created a universal goodwill 
for the product, which has formed the base for the specification of “brand” on 
the part of the purchasing public. It is believed that this is as true today as it 
has always been, and that a prospective purchaser who desires to purchase bone 
china dinnerware has arrived at that decision because of the foregoing factors 
and is not satisfied with substitution of any other type of china. 

If there is any domestic product with which imported bone chinaware is in 
competition, it is only the highest priced brands of feldspathic chinaware, enjoy- 
ing the highest prestige. The domestic producers of the highest-priced, highest- 
prestige feldspathic chinaware have greatly expanded their production and pros- 
pered in recent years. It follows that the competitive impact, if any, of the 
imports of bone chinaware, has not interfered with the operations of said 
concerns. 

The extent of the sharp decline in imports of bone china from the United 
Kingdom is shown by the following table: 


Imports of decorated bone china tableware from United Kingdom 


Year Quantity 
(dozen) 


534, 768 
420, 562 
406, 945 
478, 647 
374, 737 


The high-priced earthenware products imported by the membes of this asso- 
ciation from the United Kingdom have, as a result of past negotiations under 
the trade agreements law, been separated in the Tariff Act by size and minimum 
value brackets from the large volume imports of lower priced earthenware 
products imported principally from Japan. 

Decorated earthenware tableware plates, cups and saucers principally from 
the United Kingdom are currently dutiable under paragraph 211 of the Tariff 
Act of 1930, as amended, at 10 cents per dozen pieces and 20 cents ad valorem. 
Other higher priced earthenware, both decorated and plain, is currently subject 
to a duty of 10 cents per dozen pieces and 25 percent ad valorem under said 
paragraph. 

The members of this association also import earthen art ware for which a 
separate tariff provision has been created for products valued at $10 or more 
per dozen pieces by trade agreement action. Such ware is currently dutiable 
at 414 cents per dozen pieces and 22% percent ad valorem. 

Just as in the case of bone chinaware, imported English earthenware is 
largely noncompetitive with comparable domestic ware. Household tableware, 
both plain white or undecorated and decorated, imported into the United States 
from the United Kingdom, is uniformly of high quality and is sold in the 
United States at prices generally higher than comparable American produced 
ware. Continued marketing of the British product at higher prices is due in 
large part to the prestige which it enjoys in the American market. It is sold 
on the basis of consumer preference rather than because of any underselling 
or displacement of any comparable product made in the United States. 

British art pottery, possessing considerable intrinsic artistic merit, also gen- 
erally commands a higher price than the general class of the American-made 
ware, and a considerably higher price than the imported Japanese, German, or 
Italian ware. Most of these art pottery items are decorated by hand and 
find no counterpart in domestic production or other foreign importations. The 
sale of these items is effected solely on the basis of individual consumer appeal 
or preference and there is little or no direct competition in the sale of these 
items from different sources. In recent years, art pottery imports from the 
United Kingdom have also declined appreciably. 

There is set forth hereafter imports from the United Kingdom of earthenware 
tableware products and art ware for the years 1952 to 1956, inclusive. 
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Imports from United Kingdom of earthenware tableware, decorated ana 
undecorated, valued over the maximum values specified in par. 211, Tariff 
Act of 1930, as amended 





Quantity Value 
(dozen) 


1, 082, 510 $3, 304, 431 
984, 166 3, 135, 150 
917, 500 2, 854. ” 922 
836, 002 2, 638, 81 a7 
826, 556 2, 602, 30 





Imports from United Kingdom of earthenware articles, other than table and 
kitchen articles, valued $10 or more per dozen 


Quantity Value 
(dozen) 





8, 776 $161, 433 
191, 776 
145, 415 
202, 427 
172, 834 





Imports of bone chinaware and of high-priced earthenware tableware, and 
artware have declined in recent years despite some reductions in applicable 
tariff duties. These products of British origin are largely noncompetitive with 
anything produced in the United States. The market therefor arises from con- 
sumer demand for distinctive traditional pieces for which no substitute is 
acceptable. The industry engaged in the manufacture of these products is an 
important one to the United Kingdom from a revenue, from an employment, and 
from a prestige standpoint. Dollars earned by the exports of these products 
serve a necessary and important function in maintaining some balance of re- 
ciprocal trade between the United States and the United Kingdom. It is obvious 
that the free world has entered a crucial period in striving to maintain economic 
and political security. World trade is one of the main essentials in this en- 
deavor. The proposed trade agreements extension bill is essential to world 
trade, and therefore essential to the United States, the United Kingdom, and 
the rest of the free world. 

The Associated Representatives of Staffordshire Potters respectfully urge 
passage of the Trade Agreements Extension bill in the form now before the 
committee, H. R. 10368. 


ASSOCIATED REPRESENTATIVES OF STAFFORDSHIRE POTTERS 


Royal Crown Derby, Inc., New York, N. Y 
Copeland & Thompson, Inc., New York, N. Y. 
Doulton & Co., Inc., New York, N. Y. 

Hugh C. Edminston Co., New York, N. Y. 
Fondeville & Co., Inc., New York, N. Y. 
Johnson Bros., New York, N. Y. 

Maddock & Miller, Inc., New York, N. Y. 
Meakin & Ridgway, Inc., New York, N. Y. 

S. P. Skinner Co., Inc., New York, N. Y. 

Justin Tharaud & Son, Inc., New York, N. Y. 
Josiah Wedgwood & Son, Inc., New York, N. Y. 
Worcester Royal Porcelain Co., Inc., New York, N. Y. 
Fisher Bruce & Co., Philadelphia, Pa. 
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CROWNFORD CHINA Co., 
New York, N. Y., March 12, 1958. 
Hon. W1LBuUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Sm: My company deals in both domestic and imported merchandise, so there 
is no particular axe to grind in our position on the tariff question. 

But I do think that Mr. Strackbein and his group are selling you a very bad 
deal, which, if you buy it, will work against this Nation in general and Mem- 
bers of Congress, in a political way. 

It is a matter of fact, not oratory, that the United States sells more to the 
rest of the world, than it buys. Even if, a more severe tariff policy on the 
part of the United States, results in some measure of protection for some indus- 
tries, there is absolutely no question that justified retaliatory rises in duties 
against American goods by other nations, will harm a hundredfold more, much 
greater segments of our working force and industrial plant, than the few it might 
help. 

Granted, any organized minority, can flood you with directed mail and propa- 
ganda, just as Communistic organizations do on other matters, but if tariffs go 
up or trade made more difficult, and people working in coal mines, automobile 
plants, farms, typewriter, and farm equipment factories, find that great sections 
of their markets are gone—due to possible action of your committee, their ill 
will might be of much more serious nature than that of Mr. Strackbein and his 
groups. 

I am not even mentioning anything concerning the terrible advantages Russia 
will gain if our trade policies become more severe, nor the loss to our allies upon 
whom we count in the daily struggle. 

I am merely trying to put this in a dollar and cents situation whereas trying 
to help a relatively few domestic industries, can be guaranteed to hurt and hurt 
badly, industries employing millions more than those presently affected. 


Very truly yours, 
Puivie SHERMAN, President. 


JostanH Wepewoop & Sons, INc., 
New York, N. Y., March 6, 1958. 
Mr. WiLBur D. MILLs, 
House of Representatives, 
Washington, D. C. 

Dear Sir: This corporation, organized under the laws of the State of New 
York has, for more than 50 years, represented Josiah Wedgwood & Sons, Limited 
of England and is engaged in selling in this market, chinaware manufactured by 
this parent company. 

We would like to go on record as supporting the passage of H. R. 10368 with- 
out crippling amendments. 

We strongly believe that continued two-way trade is essential to the mainte- 
nance of economic welfare both for the United States and the United Kingdom 
and believe that reciprocal trade agreements have played a vital part in bring- 
ing about a more vigorous and dynamic growth to the United States economy. 

The proposed trade agreements extension bill is essential to the well-being 
of world trade and particularly to the United States and the United Kingdom 
and, therefore, we urge passage of the trade agreements extension bill in the 
form now before the committee. 


Yours sincerely, 
HENSLEIGH C. Wep@woop, President. 


(At 3:55 p. m. the committee adjourned until 10 a. m., Monday, 
March 10, 1958.) 


x 
















